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BANCO BTG PACTUAL S.A.and BTG PACTUAL PARTICIPATIONSLTD

Admission to listing and trading on NY SE Euronext in Amsterdam of European Units

This prospectus (the " Prospectus') is published in connection with the admission to listing (the
"Listing") on NY SE Euronext in Amsterdam ("NY SE Euronext Amsterdam") of 198,511,396 European
Units and their underlying securities (the "Eur opean Units"), each such European Unit representing: (i) one
Banco common share and two Banco Series A preferred shares, in the form of Global Depositary Shares
("GDSs"), and (ii) one BPP Class A voting common share (each a"BPP A Share") and two BPP Class B
non-voting common shares (each a"BPP B Share" and together with the BPP A Shares, collectively, the
"BPP Shares").

THISPROSPECTUSISNOT PUBLISHED IN CONNECTION WITH AND DOESNOT
CONSTITUTE AN OFFER OF SECURITIESBY OR ON BEHALF OF USIN THE EUROPEAN
ECONOMIC AREA AND HASONLY BEEN PREPARED FOR THE PURPOSE OF ADMITTING
AND LISTING THE EUROPEAN UNITS, THE GDSs AND BPP SHARES ON NY SE EURONEXT
AMSTERDAM.

Banco BTG Pactual SAA. ("Banco BTG Pactual") isapublicly held company, incorporated under
the laws of Brazil (sociedade por a¢des de capital aberto). Banco BTG Pactual was incorporated on January
18, 1979 under registration number 33.300.000.402. BTG Pactua Participations Ltd ("BTG Pactual
Participations") isalimited liability exempted company, incorporated under the laws of Bermuda. BTG
Pactual Participations was incorporated on March 26, 2010 under registration number 44126. In this
Prospectus, "we", "our", "us', "the BTG Pactual Group" and "BTG Pactual" refer to Banco BTG Pactual,
BTG Pactua Participations, BTG Investments L.P. and their respective subsidiaries, collectively.

Prior to the Listing, the European Units were admitted to trading on NY SE Alternext in Amsterdam
("NY SE Alternext Amsterdam"), the multilateral trading facility operated by Euronext Amsterdam N.V.
("Euronext Amsterdam"), under the symbol "BTGP" and with the ISIN Code US05890C3034. Application
has been made to list al European Units under the symbol "BTGP" and with the ISIN Code US05890C3034
on NY SE Euronext in Amsterdam ("NY SE Eur onext Amsterdam”), the regulated market operated by
Euronext Amsterdam. Following, and subject to, admission of the European Unitsto trading and listing on
NY SE Euronext Amsterdam, it is envisaged that trading of the European Units on NY SE Alternext
Amsterdam will be ceased.

Trading in the European Units on NY SE Euronext Amsterdam is expected to start on or about October
10, 2013 (the "First Trading Date"). All dealings in European Units prior to the Listing are at the sole risk of
the parties concerned. We, Euronext Amsterdam and our listing agent do not accept any responsibility or
liability with respect to any person as aresult of the withdrawal of the Listing or the (related) annulment of
any transaction in European Units on NY SE Euronext Amsterdam. Initial settlement of tradeson NY SE
Euronext Amsterdam on the First Trading Date is expected to take place on or about October 15, 2013. Thisis
also thefirst day of irrevocable trading of the European Units on NY SE Euronext Amsterdam. Starting on




such date, all European Units will be tradeable on NY SE Euronext Amsterdam, and trading of the European
Unitswill no longer be possible on NY SE Alternext Amsterdam. It is not expected that the GDSs or the BPP
Shares will become separately tradeable on NY SE Euronext Amsterdam.

Settlement of the European Units traded on NY SE Euronext Amsterdam is expected to take place on or
about October 15, 2013 through the book entry systems of the Centraal Instituut voor Giraal Effectenverkeer
B.V. ("Euroclear Nederland").

INVESTING IN THE EUROPEAN UNITSINVOLVESRISKS. SEE "RISK FACTORS'
BEGINNING ON PAGE 22 OF THISPROSPECTUSFOR A DESCRIPTION OF THE MATERIAL
RISKSTHAT SHOULD BE CONSIDERED BEFORE INVESTING IN THE EUROPEAN UNITS.

This document constitutes a prospectus for the purposes of Article 3 of the Directive 2003/71/EC and
amendments thereto, including Directive 2010/73/EU to the extent implemented in the relevant European
Economic Area member state (" Prospectus Directive") and has been prepared in accordance with Article 5:9
of the Financial Markets Supervision Act (Wet op het financieel toezicht; the "FM SA™) and the rules
promulgated thereunder. This Prospectus has been approved by and filed with the Netherlands Authority for
the Financial Markets (Stichting Autoriteit Financiéle Markten, the"AFM").

THISINFORMATION DOCUMENT ISNOT DIRECTED AT PERSONSIN THE UNITED STATES
OR OTHER U.S. PERSONS (AS DEFINED IN REGULATION S OF THE U.S. SECURITIES ACT
OF 1933, ASAMENDED (THE "SECURITIESACT") OR PERSONS RESIDENT OR LOCATED IN
ANY OTHER JURISDICTION WHERE SUCH ACCESS WOULD VIOLATE ANY APPLICABLE
LAW OR REGULATION.

NOTHING IN THIS INFORMATION DOCUMENT CONSTITUTES AN OFFER OF UNITS AND
UNDERLYING SECURITIES (THE "SECURITIES') IN THE UNITED STATES AND ANY
OTHER JURISDICTION WHERE IT ISUNLAWFUL TO DO SO. THE SECURITIES HAVE NOT
BEEN, AND WILL NOT BE, REGISTERED UNDER THE SECURITIES ACT OR THE
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES, AND MAY NOT BE OFFERED
OR SOLD IN THE UNITED STATESOR TO A U.S. PERSON (AS DEFINED IN REGULATION 9)
ABSENT REGISTRATION OR AN APPLICABLE EXEMPTION FROM THE REGISTRATION
REQUIREMENTS. BANCO BTG PACTUAL SA. AND BTG PACTUAL PARTICIPATIONS LTD.
HAVE NOT BEEN REGISTERED UNDER THE U.S. INVESTMENT COMPANY ACT OF 1940, AS
AMENDED (THE "INVESTMENT COMPANY ACT"). NO PUBLIC OFFERING OF SECURITIES
ISBEING MADE IN THE UNITED STATES. THE SECURITIES OFFERED AND SOLD OUTSIDE
THE UNITED STATES ARE BEING OFFERED IN RELIANCE ON REGULATION SUNDER THE
SECURITIESACT.

Prospectus dated October 8, 2013
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SUMMARY

A summary in this form isrequired to be included in the prospectus by the Prospectus Directive and
related regulations. Summaries are made up of disclosure requirements known as ‘‘Elements’’. These
Elements are numbered in Sections A - E (A.1 - E.7). This summary contains all the Elements required to be
included in a summary for this type of securities and issuer. Because some Elements are not required to be
addressed, there may be gaps in the numbering sequence of the Elements. Even though an Element may be
required to be inserted in the summary because of the type of securities and issuer, it is possible that no
relevant information can be given regarding the Element. In this case a short description of the Element is
included in the summary with the mention of “‘not applicable’’.

Section A—Introduction and Warnings
A.1 Introduction

This summary should be read as an introduction to the Prospectus. Any decision to invest in the European
Units (as defined in C.1 below) should be based on consideration of this Prospectus as a whole by the
investor. Where a claim relating to the information contained in this Prospectus is brought before a court, the
plaintiff investor might, under the national legislation of the member states of the European Economic Area,
have to bear the costs of translating this Prospectus before the legal proceedings are initiated. Civil liability
attaches only to those persons who have tabled the summary including any trandlation thereof, but only if the
summary is misleading, inaccurate or inconsistent when read together with the other parts of this Prospectus
or it does not provide, when read together with the other parts of this Prospectus, key information in order to
aid investors when considering whether to invest in such securities.

Section B—I ssuer
B.1 Legal and Commercial Name

Banco BTG Pactual S.A. and, unless the context requires otherwise, its consolidated subsidiaries ("Banco
BTG Pactua") and BTG Pactual Participations Ltd and, unless the context requires otherwise, its consolidated
subsidiaries ("BTG Pactua Participations') (together with BTGI and their respective subsidiaries,
collectively, "BTG Pactual," "the BTG Pactual Group" or "we").

B.2 Domicile/Legal Form/Legislation/Country of I ncorporation

Banco BTG Pactual is apublicly held company, incorporated under the laws of Brazil (sociedade por a¢6es
de capital aberto).

BTG Pactual Participationsisalimited liability exempted company incorporated under the laws of Bermuda.
B.3 Business Description and Key Factors Affecting Results of Operations

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. Currently, we
have offices on four continents, and provide a comprehensive range of financial servicesto a Brazilian and
global client base that includes corporations, institutional investors, governments and high net worth
individuals, or HNW!I. Our seven business units are:

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

» Salesand Trading, which offersfinancial products and services to a diverse group of clientsin local
and international markets, including market-making, brokerage and clearing services, and derivatives,
interest rate, foreign exchange, equities, energy and commaodities transactions for hedging and trading
purposes,

» Asset Management, which offers asset management services with a broad range of products across
major Brazilian and international asset classesto Brazilian and international clients;
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*  Wealth Management, which provides investment advisory and financial planning services and
investment products to HNWI;

» 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

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

BTGI used to conduct activities related to the business units Investment Banking, Sales and Trading, Asset
Management, Wealth Management and Principal |nvestments. However, due to the corporate restructuring
described elsewhere in this Prospectus, since September 2011, BTGI and consequently, BTG Pactual
Participations conducts activities related exclusively to Principal |nvestments business unit. Banco BTG
Pactual conducts activities related to all business units for the years ended December 31, 2010, 2011 and
2012, except for PanAmericano which started in 2011 with Banco BTG Pactual’s acquisition of the co-
controlling interest in Banco PanAmericano.

B.4a Known Trends

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 cutsto
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 we believe reflected, among other things,
concerns with fiscal difficulties in Europe, impacted Brazil’s stock market, which decreased 18.1% in 2011 as
measured by the IBOVESPA index.

After afirst half of 2011 marked by risk events and political turmoil in Greece, electionsin France and the
Spanish bank bailout, the third quarter of the year was marked by an improved political scenario and more
accommodative monetary policiesin 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
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financing. Retail sales growth continued to run in line with this trend while industria activity, the weaker spot
of the economy in recent quarters, posted its third monthly expansion in arow 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 arise 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 acrucial role. The general price index (IGP) also accelerated during 2012,
increasing 7.2%.

Regarding monetary policy, the SELIC rate was cut by 325 bpsin 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 cyclein July 2011, SELIC rate cutstotaled 5.25%. COPOM has indicated a clear intention to
maintain the SELIC rate at its current level for a prolonged period of time.

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 rate® 9.71% 11.60% 8.37%
TILPD e, 6.00% 6.00% 5.25%
SELIC rate® 10.75% 11.00% 7.25%
Appreciation (depreciation) of real against the U.S. dollar® 3.47% (11.98)% (857)%
Selling exchange rate (at period end) R$ per US$L1.007 .........cooovvvvvvniennne. R$1.67 R$1.88 R$2.04
Average exchange rate R$ per US$1.00® ..o, R$1.76 R$1.67 R$1.95
INFIBHON (IGP-M) ...t 11.32% 5.10% 7.81%
INFIBEHON (IPCA)® ...t 5.91% 6.50% 5.84%

Sources. BNDES, Central Bank, IBGE and Economatica.

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

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

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

(4) Caculated 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) Thesdling 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) Theinflation rate is the general index of market prices (Indice Geral de Pregos — Mercado) or IGP-M, as cal culated
by FGV.

(8) Theinflation rate is the Consumer Price Index, as cal culated by the IBGE.
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B.5 Structure of the Group

The diagram below depicts the simplified ownership structure of the BTG Pactual Group. For information
regarding our principal subsidiaries, see "Business—Subsidiaries.”

——

100%
Non-Controlling Shareholders Unit Holders BTG Pactual Holding S.A.
71.9%42 Partnership Equity
204496 5% Units acquired at market 193204900 | 6,890 Units acquiredfat market
6.2949
—>] Banco BTG Pactual SA. BTG Pactual Participations Ltd.
l 100.0%
BTG Bermuda LP Holdco Ltd. J
3 219% 7L
6.294 Partnership
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Brazil Abroad

@

@

®

4
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Percentagesin BTG Pactual Participations shown in the chart above reflect economic interests only through
ownership of BPP Class A shares and BPP Class B shares. André Santos Esteves exercises control over BTG Pactual
Participations through hisindirect control of the BPP Class C share.

Excludes the 2.3% purchased by the Participating Partners at the same time, and on the same terms, as the members
of the Consortium in December 2010.

The 6.2% ownership in BTGI is comprised of the following: 2.3% by the Participating Partners; 1.6% by (part of) the
members of the Consortium; and 2.2% by former partners of Celfin and is convertible at any time, upon election of
the Non-Controlling Shareholders, into shares of BTG Pactual Participations, at which time such interest would form
part of the Units.

Includes Units acquired by BTG Pactua Holding in theinitial public offering (and thereafter in open market
purchases), and as a result these Units are indirectly held by the Partnersin proportion to their respective Partnership
Equity interests.

With respect to the 26.6% ownership in Banco BTG Pactual (i.e. 6.2% + 20.4%), such ownership is comprised of the
following: 8.0% by members of the Consortium; 2.3% by the Participating Partners; 2.2% by former partners of
Cdfin; 0.3% by former partners of Bolsay Renta; 0.6% (purchased as Units representing these shares) by the
Merchant Banking Partnership, which is owned by the Partners in the same proportion as the Partnership Equity and
controlled by André Santos Esteves; 0.2% by other investment vehicles which are wholly-owned or controlled by
André Santos Esteves; and the remaining 13.1% is held by other Unit holders as part of the free float. With respect to
the 93.2% ownership in BTG Pactual Participations, such ownership is comprised of the following: 29.0% by
members of the Consortium; 2.5% by the Merchant Banking Partnership; 0.7% by other investment vehicles which
are wholly-owned or controlled by André Santos Esteves; 1.2% by former partners of Bolsay Renta; and the
remaining 59.8% is held by other unit holders as part of the free float.

B.6 Major Shareholders

The tables below present the major shareholders of the entities as of September 20, 2013. See "Principal
Shareholders' for further information.

Banco BTG Pactual

As of September 20, 2013, Banco BTG Pactual’s outstanding capital stock was R$6,406,862,731.03, fully
subscribed and paid-in, represented by 2,714,902,212 shares, all nominative, in book-entry form and without
par value, consisting of 1,390,671,404 common shares, 508,380,404 Series A preferred shares and




SUMMARY

815,850,404 Series B preferred shares. Banco BTG Pactual’s capital stock can be increased (without requiring
any amendment to its by-laws) up to the limit of 10,000,000,000 shares, subject to the limitation provided for
inarticle 15, 82, of Brazilian Corporations Law (which restricts the number of preferred shares without voting
rights to fifty percent of all issued shares), by resolution of Banco BTG Pactual’s board of directors, which
shall establish the issue price, the number of common shares and/or preferred shares to be issued and any
additional conditions for the subscription and payment of such shares. Any increase in the capital stock of
Banco BTG Pactual must be approved by the Central Bank.

The following table sets forth information as of September 20, 2013 relating to the ownership of Banco BTG
Pactual’s shares by (i) each beneficial owner of 5.0% or more of Banco BTG Pactual’s preferred shares or
common shares, (ii) the holders of Unitsthat are part of the free float (excluding Units held, directly or
indirectly, by Partners, BTG Pactual Holding, the Merchant Banking Partnership and members of the
Consortium) as a group, (iii) the Participating Partners (other than Mr. Esteves) as agroup, and (iv) the former
partners of Celfin as agroup and the former partners of Bolsay Renta as a group. The table below does not
account for any of Banco BTG Pactual’s common shares or preferred shares that may be issued upon
conversion of Banco BTG Pactual’s Series B preferred shares into Series A preferred shares or common
shares.

SeriesA SeriesB

Principal Shareholder Common preferred preferred
ANdré SantoS ESLEVES.........covveireeeeirieenes e 1,165,273,391 57,584,379 815,850,404
Members of the Consortium..........ccovevevvrneeee e 72,485,508 144,971,016 -
Participating Partners as a group (other than André

SANLOS ESLEVES) ...t 12,098,601 24,197,201 -
Former Celfin Partners asa group ..........ccoceeeeeeeeeereenen. 19,865,336 39,730,672 -
Former Bolsay Renta Partners asagroup ...........cc.u.... 2,302,068 4,604,136 -
Free float (as defined above) .........cccoovveveveeeererirennns 118,646,500 237,293,000 -
TOLAl et 1,390,671,404 508,380,404 815,850,404

BTG Pactual Participations

Asof September 20, 2013, there are 651,212,995 shares of capital stock of BTG Pactual Participations issued
and outstanding, consisting of 198,511,396 BPP Class A shares, 397,022,792 BPP Class B shares, 1 BPP
Class C share and 55,678,806 BPP Class D shares. Since the BPP Class C shares and BPP Class D shares are
voting-only shares and have no economic rightsin BTG Pactual Participations, the table below presents
information relating to the sharehol ders that have more then 5.0% of the economic ownership in BTG Pactual
Participations (represented by BPP Class A shares and BPP Class B shares). In addition, the following table
sets forth information relating to the ownership of shares of BTG Pactual Participations as of the date of this
Prospectus, by (i) the beneficial owner of the BPP Class C share, (ii) each beneficial owner of 5.0% or more
of the BPP Class D shares, (iii) the former partners of Celfin as a group and the former partners of Bolsay
Renta as a group, and (iv) the holders of Unitsthat are part of the free float (excluding Units held or
controlled, directly or indirectly, by Partners, BTG Pactual Holding, the Merchant Banking Partnership, the
members of the Consortium and the former partners of Celfin and Bolsay Renta) asagroup. The table below
does not account for the consummation of any transactions that may be affected pursuant to the Withdrawal
Agreements. See "Withdrawal Agreements.”

Number of BTG Pactual Participations Shares

Principal Shareholder ClassA ClassB ClassC ClassD
ANdré SantoS ESLEVES.......c.cceeceeirecicee e 19,999,600 39,999,200 1 -
Members of the CoNSOrtiuM..........ccoveeeveeieeieeie e 57,563,228 115,126,456 - 14,922,280
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Prince Investments, Ltd. .........coccoveeeerieeie e - - - 20,891,190
Former Celfin Partners..........ccoovveeeeceeee e - - - 19,865,336
Former Bolsay Renta Partners.........cocooeereneieseeiennens 2,302,068 4,604,136 - -
Free-Float (as defined above) ..........ccooeeeeeeneniiecicieee, 118,646,500 237,293,000 - -
Tota 198,511,396 397,022,792 1 55,678,806
BTGI

Asof September 20, 2013, there is 2,714,902,212 BTGI limited partnership interests issued and outstanding,
consisting of 1,674,623,797 BTGI Class A partnership interests, 277,707,809 BTGI Class B partnership
interests, 595,534,188 BTGI Class C partnership interests and 167,036,418 BTGI Class D partnership
interests.

Asisthe case with Bermuda limited partnerships, the BTGI Partnership Agreement provides for the
management of our business and affairs by a general partner rather than a board of directors. BTG Pactual
Participations serves as the sole general partner of BTGI; however, pursuant to the bye-laws of BTG Pactual
Participations, BTG Pactual Participations may not take certain actionsin its capacity as the general partner of
BTGI without the approval of the holder of the BPP Class C share.

The following table sets forth information relating to the ownership of each beneficial owner of 5.0% or more
of the BTGI limited partnership interests. The table below does not account for the consummation of any
transactions that may be affected pursuant to the Withdrawal Agreements. See "Withdrawal Agreements.”

Number of BTGI Partnership Interests

Partner ClassA ClassB ClassC ClassD
ANdré Santos ESLEVES........ccccvveeeeeerieeree e 503,691,046 48,637,639 19,745,321 26,377,768
BTG Pactual Participations............ccoceeeeeeresereeenne - - 595,534,188 -
Members of the ConSortium..........ccceeeeeeveeeeeceeee e - - 172,689,684 44,766,840
Participating Partners (other othan Mr. Esteves)

BSAGIOUP..ccuviviereerirsieeiesteseessresieseeseessesseseenes - - - 36,295,802
Former Celfin Partnersas a group.........ccc.ceveervenene. - - - 59,596,008
Partnership Equity (other than such equity held by

MF. ESLEVES) ..ot e 1,170,932,751 229,070,170 - -
I | 1,674,623,797 277,707,809  595,534,188" 167,036,418

(1) For purposes of reporting the total number of BTGI Class C partnership interests beneficially owned in the
table above (and the corresponding total percentages of BTGI LP interests), the number of such interests
that may be deemed to be beneficially owned by Mr. Esteves and the members of the Consortium have
been ignored to avoid double counting since al of such interests are directly held by BTG Bermuda
Holdco and indirectly held by BTG Pactual Participations and are reported in the table above as
beneficially owned by BTG Pactual Participations.

B.7 Selected Historical Key Financial Information and Results of Operation

The following table shows key performance data on a combined basis for the periods indicated:

Asof and for the year ended December 31, CAGR
2010 2011 2012 2010-2012
(in R$ millions, except as otherwise indicated) %
Total revenue® ..o 2,524.7 3,201.0 6,817.6 64.3%
NELINCOME ..ottt 1,127.2 1,921.7 3,255.6 70.0%




SUMMARY

Shareholders’ equity .......ccccooeeeeenieieneieiees
ROAE (%) O e
AUM and AUA (in R$ billions) @ ..................
WUM (inR$ billions) @ .........oovveereeererri,
BIS capital ratio ......cccooeveeeeeeiieceeccc e

7,346.4 8,540.1
275% 24.2%
915 120.1
312 38.9
21.5% 17.7%

(1) Derived from our unaudited adjusted income statement.

(2) Unaudited.

14,145.0 38.8%
28.7% -
170.7 36.60%
62.2 41.20%
17.3% -

(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.

B.7.1 Banco BTG Pactual

Selected Consolidated Balance Sheets (IFRS - audited)

Assets

Cash and balances at Central Bank ...........ccccccevienne
Financial assets at fair value through profit or loss
Financia assets held for trading..........cccceevvenieeenenee.
Financial assets designated at fair value through
Profit and [0SS.......ccceveieiiiieciee e
Derivative financia instruments
Loans and receivables

Open market iINVeStMents..........ccocoeeerereneneseseeneene
Amounts receivable from banks.............cccoeevevevennnns
Other loans and receivables
Held-to-maturity financial assets.........ccccvevvvievieeenenne.
Deferred tax @SSetS.......evvreriirecenrieese e
Other @SSELS.....cvveeriirieerieeree e
Investment in associates and jointly controlled

Property, plant and equipment
Intangible assets.... ..o

Liabilities and shareholders equity

Financid liabilities at fair value through profit or
loss

Financid ligbilitiesheld for trading ..........c..cccevnenee.
Derivative financia instruments
Financial liabilities carried at amortized cost

Open market funding .........ccooeeeeeinienc e
Amounts payableto banks...........cccoorriienein i
Other financial liabilities carried at amortized cost....
Tax [1@Diliti€S ...cveeeeeeeee e
Other li@bilItieS.....c.covvieieieree e
Tota shareholders’ equity and non-controlling
ShArehOldErS.......covveeeriiiererre e

Total lHabilitieS.......ccccviiiiiiicccc

As of December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)
1,622.5 1,391.4 1,024.4 501.3
34,582.8 36,291.8 62,592.7 30,630.1
23,269.8 7,728.6 6,324.1 3,094.7
3,329.7 3,271.9 9,993.9 4,890.6
1,854.0 10,895.8 15,726.9 7,696.1
86.7 958.6 1,917.8 938.5
4,238.3 8,278.5 10,324.5 5,052.4
- 3,788.5 4,100.4 2,006.6
923.7 1,387.9 1,550.1 758.6
2,746.5 6,900.9 6,998.7 3,424.9
- 733.3 2,561.1 1,253.3
197.9 58.4 95.7 46.8
198.7 706.3 1,215.2 594.7
73,050.6 82,392.1 124,425.7 60,888.5
19,053.0 13,215.4 11,637.5 5,694.9
3,382.6 3,178.2 10,149.3 4,966.6
30,800.2 29,949.2 49,064.9 24,010.2
3389 576.4 627.1 306.9
11,891.9 22,850.8 30,993.3 15,166.8
570.0 759.9 1,535.2 751.3
1,476.2 5,316.8 9,975.7 4,881.7
5,537.7 6,545.5 10,442.8 5,110.3
73,050.6 82,392.1 124,425.7 60,888.5
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Selected Consolidated | ncome Statement (IFRS — audited)
As of December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)

INEErESt INCOME......eiieiirieerie e 1,789.4 3,1125 3,870.5 1,894.1
INEErESE EXPENSE.....veervveeeesrrsessessees s ssesssesseesssensseesssenses (1,987.3) (3,966.0)  (4,446.2) (2175.8)
Net interest income (198.0) (853.4) (575.7) (281.7)
Net gains on financia instruments .........c.ccocoeceeeeneneneenne. 1,277.1 1,906.0 4,081.1 1,997.1
Net exchange variations...........ccceeeeeeveienecec e 68.8 249.3 116.2 56.9
Fees and COMMISSIONS.......coeiririneieeneree e 798.8 1,087.1 2,108.8 1,032.0
Share of profit in associates and jointly controlled
ENITIES. ...t - 85.5 282.7 138.3
Other operating iNCOME/(EXPENSES) ..........ovveeeereeeereereeesenes 1517 61.2 (121.9) (59.7)
NEL FTEVENUES.......eeveeeeeereeeeseseeeste s eere s sene e e eeens 2,098.4 2,535.6 5,891.2 2,882.9
AdMINiStrative EXPENSES .......cocveveeeeiesesieee e ee e seas (255.2) (355.5) (636.6) (311.5)
Personnel EXPENSES ......ccveiiiriieeee e (457.1) (740.2) (1,542.2) (754.7)
Provisions for credit [0SSES........cccooveveiveieveie e (7.0 (30.0) (468.3) (229.2)
Tax charges (other then incomMetax) ..........cocevevveeereeennens (183.9) (290.5) (283.3) (138.6)
Income before taxes and profit sharing ...........cccceeeevvenenen. 1,195.1 1,119.4 2,960.9 1,448.9
Income tax and socia contribution ............ccceeeeeeevereneenne. (379.6) 220.2 (806.8) (394.8)
NEt iNCOME fOr the YA ... 815.6 1,339.6 2,154.1 10541
Net income attributabl e to:

Controlling shareholders..........ccooeerirereiee e 815.6 1,334.6 2,133.0 1,043.7

NON-Controlling iNtErEStS.......covvveveeeiirereee e - 5.0 211 10.3
Other comprehensive income
Exchange differences on translation of foreign operations . (13.6) 200.8 132.8 65.0
Total comprehensive income for the year .............cco..oo..... 801.9 15404 2,286.9 11191
Total comprehensive income attributed to:

Controlling shareholders.........ccooveveineneriecr e 801.9 1,535.4 2,265.7 1,108.8

Non-controlling INtErestS. .........overeeererereree e - 5.0 211 10.3
B.7.2 BTG Pactual Participations
Selected Consolidated Balance Sheets (IFRS - audited)

Asof December 31,
2010 2011 2012 2012

(in R$ millions)

(in US$ millions)

Assets

Cash and cash equivalents..........ccccvevvveneveeciiiesieieeens 995.5 319 78.8 38.6
Open market INVEStMENTS.........cccoveeiireneeei e 5,745.5 2,995.9 11.2 55
Derivative financia instruments..........ccccceevvveeceiviee e, 65.9 24.4 510.3 249.7
Financial assets held for trading..........ccccoooeieinoencie e 17,089.3 18,719.5 22,964.6 11,237.9
Financial assets availablefor sale........coceevceevvceeecineen. 182.9 480.4 1,044.9 511.3
Loansand recaivables.........ccovcveveieeciese e 347.0 376.2 721.8 353.2
Receivables from brokers..........cocoovevviviicccesee 6,058.9 7,838.0 1,238.8 606.2
Non-current assets held for sale........ccovcvvevcceecivie e, - - 3385 165.6
Investment in associates and joint ventures..................... - - 571.4 279.6
Other ASSELS....c.oviuiireeieririeeee e 214.8 117.9 336.0 164.4
0= = 5= 30,699.8 30,584.2 27,816.2 13,612.0
Liabilities and Shareholders’ equity

Open market fTuNding ........ccooveveieeiiirere e 8,190.8 9,916.5 21,393.9 10,469.2
Derivative financial instruments..........c..ccooeveveeneviennnn 55.8 309.1 849.5 415.7
Financid ligbilitiesheld for trading ..........ccccceeeveevienene. 13,963.5 4,979.9 855.8 418.8
Financial liabilities at amortized COStS.........ccccevreeeennen. 565.6 107.4 286.2 140.1
Payables to brokers ........cooeevreenveiens e 5,949.9 12,979.4 281.8 137.9
Other [i@bilitiES.....cueeveeeeereeeereeree e 236.0 915 105.5 51.6
Shareholders’ equity and non-controlling interest .......... 1,738.2 2,200.4 4,043.6 1,978.8
Total liabilities and shareholders’ equity ...................... 30,699.8 305842 _ 27:816.2 13,612.0
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Selected Consolidated | ncome Statements (IFRS — audited)

For the year ended December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)

INtErESt INCOME....c.cvieiieiie s - 54 48.0 235
INtErest EXPENSE.....ccveiveeieieesieieee e e - (23.4) (88.9) (43.5)

Interest incCOMe/exXpenses, NEL.........ccecvvevenereeieeinens - (18.0) (40.9) (20.0)
Gains (losses) on financia instruments held for - 273.8
L= o 13T 637.9 3121
Gains (losses) on financial assets available for sale... - - 546.9 267.6
Share of profit of associates and joint ventures.......... - - (5.5) (2.7)
Fees and COMMISSION ......covevernieereeee e - 99.9 - -
Other INCOME.....cvcuiiriierieeee e - 24.3 435 21.3
TOtal INCOME ... - 379.9 1,181.9 578.4
Administrative EXPeNSES ........ceveveeresesieree e - (122.1) (207.6) (101.6)
Personnel eXpenSesS ........coeeiereernene e - (74.9) - -
Other EXPENSES.......oeeeeeerierieee et - (10.9) (63.4) (31.0)
TOtal EXPENSES......eeeeeeeeeereeerieienes et eseseeeseenenens - (207.9) (271.0) (132.6)
Net incomefor theyear.........cccceveveveiece e - 171.9 910.9 445.8
Net income attributed to:

Controlling shareholders...........cooeeeeeneneneceenecene - - 58.7 28.7

Non-controlling shareholders...........ccccceoniiiiniennnn. - 171.9 852.1 417.0
Other comprehensive income
Financial assets availablefor sale.........ccccvvevieenenee. - - (14.2) (6.9)
Trandation adjustments ........cccoeveveeevesiere e - 291.6 322.9 158.0
Total comprehensive income for theyear .................. - 4635 1,219.7 596.9
Total comprehensive income attributed to:

Controlling shareholders..........ccoevveeeeevenieciesennne - - 89.3 43.7

Non-controlling shareholders...........cccocoveriirinicnnen. - 463.5 1,130.3 553.1
B.7.3BTGI

Selected Consolidated Balance Sheets (IFRS — audited)
As of December 31,

2010 2011 2012

2012

(in R$ millions)

(in US$ millions)

Assets

Cash and cash equivalents.........c.cccoeeveiiineniccisiennns 995.5 319 78.8 38.6
Open market iINVeStMENTS..........cccevveveeerenene s 5,7455 2,995.9 11.2 55
Derivative financial instruments ..........ccocoeeveennennes 65.9 244 510.3 249.7
Financia assets held for trading..........cccccoevvevieeennee. 17,089.3 18,719.5 22,964.6 11,237.9
Financial assets availablefor sale.........ccccoeeeeieiveenns 182.9 480.4 1,044.9 511.3
Loansand receivables.........ccceveveneeieseecceese s 347.0 376.2 721.8 353.2
Receivables from brokers........cocoooceeeiecieicceee e 6,058.9 7,838.0 1,238.8 606.2
Non-current assets held for sale........ccccovvvecveieennenes - - 3385 165.6
Investment in associates and joint ventures................ - - 571.4 279.6
Other Assets 214.8 117.9 336.0 164.4
TOMEl BSSELS.....oovvvverrvesessissessss s 30,699.8 30,584.2 27,816.2 13,612.0
Liabilities and Shareholders’ equity

Open market fTunding ........cccovvevieieiese e 8,190.8 9,916.5 21,393.9 10,469.2
Derivative financial instruments ..........ccocooeeeveennennes 55.8 309.1 849.5 415.7
Financid ligbilitiesheld for trading ..........c..cccevnenee. 13,963.5 4,979.9 855.8 418.8
Financial liabilities at amortized COStS .........cocecervenene. 565.6 107.4 286.2 140.1
Payables to brokers ........ccoeeevcenvriene e 5,949.9 12,979.4 281.8 137.9
Other liabilitieS.....ccvveeeereeeeeeree e 236.0 915 105.5 51.6
Shareholders” equity .......ccocooerereirini e 1,738.2 2,200.4 4,043.6 1,978.8
Total liabilities and shareholders’ equity .................. 30,699.8 30,584.2 27,816.2 13,6120
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Selected Consolidated | ncome Statements (IFRS — audited)

INterest iINCOME.......ccueiueeeeeereee e
INtErest EXPENSE.....coveeireeiierieereeeere s

Interest income/expenses, Net.........ccceeveveernenne.
Gains (losses) on financial instruments held for trading .
Gains (losses) on financial assets available for sale
Share of profit of associates and joint ventures
Feesand COMMISSION ........cccoivenereeeenene e
Other INCOME.......oieieeeeeeeree e
TOtal INCOME ..o
Administrative EXPeNnSeS .......covveveeeeesesenie e
Personnel eXpenSeS .......ccceivvineeecicie e
Other EXPENSES.....coiveeeeeesecee e
TOtal EXPENSES......eieieeeeiereerie et
Net income for theyear ...

Other comprehensive income
Financial assets available for sale

Trangdlation adjustments ..........ccoceeeeeeneneiee e
Total comprehensive income for the year

B.7.4 The BTG Pactual Group

For theyear ended December 31,

Selected Combined Balance Sheet (Brazilian GAAP — audited)

Assets

Cash and bank deposits........cocevverrieneriene e,
Interbank iNVEStMENtS...........ccovvveecveeceece e

Marketable securities and derivatives

Interbank transactions...........cceevveeeveireeieesseennnens

Liabilities

DEPOSIES ...t
Open market funding ........ccccooeveieiniencie e,
Funds from securities and accepted.....................
Interbank transactions..........ccoeeevverneccieeninnene,
Loans and onlendings..........cccooererieinenesiienanens
DENVALIVES. ..o
Subordinated liabilities..........coovrerereeerrreeeee
Other liabilities.....ccoveeeereireeeee e

Deferred income,

Shareholders” equity ........ccocveereieirieniieieeeee,
Non-controlling iNterest ...........ccovvvveeeeenievienieenens

Total liabilities........ccoviiciiiii i,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)
54.8 54 48.0 235
(54.1) (23.4) (88.9) (435)
0.7 (180)  (40.9) (20.0)
452.2 273.8 637.9 312.2
- - 546.9 267.6
- - (5.5) @.7)
116.7 99.9 - -
2.7 24.3 435 21.3
572.3 379.9 1,181.9 578.4
(141.3) (122.1)  (207.6) (101.6)
(97.0) (74.9) - -
(17.8) (10.9) (63.4) (3L.0)
(256.1) (207.9)  (271.0) (132.6)
316.2 171.9 910.9 445.8
- - (14.2) (6.9)
(71.7) 291.6 322.9 158.0
244.5 463.5 1,219.7 596.9
As of December 31,
2010 2011 2012 2012

(in R$ millions)

(in US$ millions)

Selected Combined Income Statements (Brazilian GAAP — audited)

1,725.3 545.5 608.9 298.0
31,295.7 22,578.9 23,980.1 11,734.8
53,509.7 62,036.6 98,439.8 48,172.2

134.1 876.7 475.0 2324

4,049.8 5,041.3 7,990.4 3,910.2

11,895.9 19,977.4 15,184.7 7,430.7

425 27.1 36.0 17.6
403.0 1,405.4 4,068.3 1,990.8
103,056.1  112,488.9 150,783.2 73,786.7
10,573.5 14,137.7 14,605.9 7,1475
49,729.5 48,977.4 74,044.5 36,234.2
1,305.7 3,774.6 8,480.1 4,149.8
0.0 0.0 0.4 0.2
722.7 1,027.1 2,191.0 1,072.2
2,219.6 3,1815 8,628.7 4,2225
0.0 4,158.3 6,246.1 3,056.6
31,134.3 28,448.4 22,241.5 10,884.0
24.3 316 111.9 54.8
7,346.4 8,540.1 14,145.0 6,921.9
0.0 212.2 88.1 431
103,056.1  112,483.9 150,783.2 73,786.7
As of December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)
4,044.5 6,627.1 10,025.3 4,905.9
369.1 1,014.3 1,373.7 672.2
3,279.8 5,322.1 8,046.0 3,937.4
326.8 426.0 208.5
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Foreign EXChange ........cccoceererieneenc e
Mandatory INVESIMENtS.........cccceiereererere e
Financial eXpenseS......cccccviiveneeei e
FuNding Operations..........ccccueivenereeise e
Borrowing and onlending..........ccccoevveveeivenenenesesienns
Derivative financia instruments
Allowance for loan losses and other receivables............
Net financial INCOME......cccoveeereiice e
Other operating income (EXPENSES) .....cvevvrrerrereeeeenneeen
Income from servicesrendered ...........cooveeveeennecnennns
Personnel EXPENSES ........cveeiiiiirieeeice e
Other administrative expenses............
TaX Charges.....c.ooveeeeeeeee e
Equity in the earnings of associates and jointly

(o011 0] 1="o [ SR
Other operating iNCOME. .......coeirreereeene e
Other operating EXPENSES......ccvivvvirieeeeere e
OpErating iNCOME......cveeeeiirieseeee e
Non-operating inCOme (EXPENSES) ......cc.eoeeuerreruereerenenneas
Income before taxation and profit sharing .....................
Income tax and socia contribution ..............cocceevveenen
Provision for inCOME taX ........veeevveerneninieenenesecseeine
Provision for social contribution.............cccccevvvieeiennens
Deferred income tax and social contribution..................
Statutory profit Sharing ........ccccooeeeeeinenere e
Non-controlling iNterest ..........ccovveeeerereseeeeese e

Net income for theyear ...
INtErest 0N EQUILY......ccevveieeiiseicecs e

Adjusted Income Statement (Unaudited)

Investment banking ..........ccccoeveieininen e
Corporate 1ending ........ccccoeiereererenenes e
Salesand trading.........ccoeoeieieneieee e
ASSEt MaNAgEMENT ..o
Wealth management...........ccocevveeeieeinenieiese e
PanAmMEriCan0.......c.cocv i
Principal inVestments.........cccccvvreveeinenesieeece e
Interest and Other...........ooeiiiieii e
TOtal REVENUES........ceeeeeeeieieeee e

Retention EXPeNSES.........coeeierereierc e
Salaries and beNEfitS.......covviiieiiiiciece e
Administrative and Others.........cccceveeveeie e,
Goodwill amOrtization ...........cceeveeeereneeiee e

Total operating eXPENSES.......coevverereeererereeseseeseeseeneens
Earnings before taxes..........coovereeeeineie e
INCOME LAX......ceerrereieiteee e e

B.8 Selected Key Pro Forma Financial Information

Not applicable.
B.9 Profit Forecast

68.9 249.6 1165 57.0

- 411 63.2 30.9
(24826)  (4,577.2) (5,313.8) (2,600.3)
(25034) ~ (4,018.8) (4,258.0) (2,083.7)
2738 (524.2) (587.5) (287.5)

- (4.2) - -

(7.0) (30.0) (468.3) (229.2)
1,561.9 2,049.8 47115 2,305.6
2219 107.7 2429 118.9
819.7 1,115.3 2,0035 980.4
(278.1) (395.4) (606.0) (296.6)
(306.2) (382.6) (666.9) (326.4)
(196.3) (290.5) (286.6) (140.2)
- (35) 2403 117.6

2436 167.8 153.4 75.1
(60.8) (103.5) (594.9) (291.1)
1,7838 21575 4,954.4 24245
(24.9) 9.2 (12.0) (5.9)
1,759.0 2,166.7 4,942.4 2,418.6
(380.7) 200.4 (7275) (356.0)
(71.1) (125.6) (607.5) (297.3)
(39.7) (54.6) (285.7) (139.9)
(269.9) 380.6 165.7 81.1
(251.1) (440.4) (938.2) (459.1)
- (5.0) (21.1) (10.3)
1,127.2 1,921.7 3,255.6 1,593.1
(15.4) (319.0) (440.0) (215.3)

For the year ended December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)

358.3 376.7 448.0 219.2
251.1 366.4 564.6 276.3
658.6 1,012.2 1,517.3 742.5
3745 507.1 1,190.2 582.4
106.8 149.7 201.7 98.7
- (52.0) (244.5) (119.6)
484.0 181.6 2,338.2 1,144.2
1914 659.3 802.0 392.5
2,424.7 3,201.0 6,817.6 3,336.2
(257.3) (521.0) (1,168.6) (571.9)
(65.7) (40.3) (5.9) (2.9)
(192.2) (236.4) (326.0) (159.5)
(259.1) (327.2) (539.5) (264.0)
(8.4) (31.2) (467.4) (228.7)
(133.9) (181.2) (241.4) (118.1)
(9166)  (1,337.3) (2,748.8) (1,345.1)
1,508.1 1,863.7 4,067.7 1,990.6
(381.0) 57.9 (812.2) (397.5)
1,127.2 1,921.7 3,255.6 1,593.1

Not applicable. The Issuer does not present a profit forecast in this Prospectus.
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B.10 Quialificationsin the Audit Report

Banco BTG Pactual’s, BTG Pactual Participations' and BTGI’s financial statementsincluded elsewherein
this Prospectus include emphasis paragraphs. Please refer to information under " Presentation of Financial and
Other Information.”

Ernst & Young Terco Auditores Independentes S.S. has not performed an audit or review of BTGI’s and
Banco BTG Pactual’s financial statements prepared in accordance with IFRS for the six-month period ended
June 30, 2013.

B.11 Working Capital

We believe that the working capital of Banco BTG Pactual and BTG Pactua Participations is sufficient for
their respective current requirements; that is, for at least 12 months following the date of this Prospectus.

Section C—Securities
C.1 Type and Class of Securities Admitted

Each European Unit represents: (i) one Banco common share and two Banco Series A preferred shares, in the
form of Global Depositary Shares ("GDSs"), and (ii) one BPP Class A voting common share (each a"BPP A
Share") and two BPP Class B non-voting common shares (each a"BPP B Share" and together with the BPP A
Shares, collectively, the "BPP Shares').

The European Unit will trade and be listed under the symbol BTGP. The common code for the European Unit
is077626751. The international securities identification number for the European Unitsis US05890C3034.

The GDS representing one Banco common share will be listed under the symbol BTGB. The common code
for the GDS representing one Banco common share is 077615890. The international securities identification
number for the GD'S representing one Banco common share is US05890C1053.

The GDS representing one Banco Series A preferred share will be listed under the symbol BTGA. The
common code for the GDS representing one Banco Series A preferred share is 077625569. The international
securities identification number for the GDS representing one Banco Series A preferred share is
US05890C2044.

The BPP A Share will be listed under the symbol BPPA. The common code for the BPP A Shareis
077626450. The international securities identification number for the BPP A Share is BMG166341005.

The BPP B Share will be listed under the symbol BPPB. The common code for the BPP B Share is 07762656.
The international securities identification number for the BPP B Shareis BMG166341187.

The European Units will commence trading on NY SE Euronext Amsterdam on the admission date, which is
expected to be on or about October 10, 2013. It is not expected that the GDSs or the BPP Shares will become
separately tradeable on NY SE Euronext Amsterdam.

C.2 Currency of the Securities
The European Units are denominated in Euro. The GDSs and BPP Shares are denominated in U.S. dollars.
C.3 Share Capital

As of September 20, 2013, Banco BTG Pactual’s capital stock was R$6,406,862,731.03, fully subscribed and
paid-in, represented by 2,714,902,212 shares, all nominative, in book-entry form and without par value,
consisting of 1,390,671,404 Banco common shares, 508,380,404 Banco Series A preferred shares and
815,850,404 Banco Series B preferred shares. Under Banco BTG Pactual’s by-laws, it may increase its capital
stock up to the authorized limit (10,000,000,000 shares), irrespective of any amendments to its by-laws, upon
aresolution of its board of directors; provided that the total number of preferred shares cannot exceed 50% of
the total number of its outstanding shares.

The authorized share capital of BTG Pactual Participationsis US$7,000.00 and includes BPP Class A shares,
par value $0.0000000001 per share, BPP Class B shares, par value $0.0000000001 per share, one BPP Class
C share, par value $10.00 per share, and BPP Class D shares, par value $0.0000000001 per share.
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As of September 20, 2013, there are 198,511,396 fully paid BPP Class A shares issued and outstanding,
397,022,792 fully paid BPP Class B sharesissued and outstanding, 55,678,806 fully paid BPP Class D shares
issued and outstanding and one fully paid BPP Class C share issued and outstanding.

C.4 Rights Attaching to the Securities
Voting Rights

Holders of European Units are entitled to cast two votes: (i) one vote at any annual or extraordinary
shareholders' meeting of Banco BTG Pactual and (ii) one vote at any meeting of shareholders at which the
holders of all voting shares of BTG Pactual Participations are entitled to vote or which requires the approval
of the BPP Class A shares or BPP Class D shares, as applicable, to vote as a single class, per European Unit.
These votes are derived from the inclusion of one Banco common share (in Banco BTG Pactual) and one BPP
Class A voting common share (in BTG Pactual Participations) in each European Unit. As of the date of this
Prospectus, there are 1,390,671,404 Banco common shares and 198,511,396 BPP Class A shares issued and
outstanding.

It is noted that, with respect to BTG Pactual Participations shareholders, the BPP Class C share entitles its
holder (currently BTG GP) to a number of votes equal to ten times the aggregate number of BPP Class A
shares, BPP Class B shares and BPP Class D shares issued and outstanding at any given time. The holder of
the BPP Class C share is entitled to vote at any general meeting of shareholders as well as at any meeting at
which the holder of the BPP Class C share is voting as asingle class.

In addition, Brazilian Corporations Law sets forth that shares without voting rights or shares with restricted
rights, including the Banco preferred shares, shall be granted unrestricted voting rightsif the issuer failsto
distribute, during three consecutive fiscal years, the minimum dividend required pursuant to the Banco BTG
Pactual by-laws, until the respective distributions are made.

Subject to applicable law and the by-laws of Banco BTG Pactua and the bye-laws of BTG Pactual
Participations, you may instruct the European Unit depositary to vote the number of deposited securities your
European Units represent. The European Unit depositary will notify you of shareholders’ meetings of Banco
BTG Pactual and BTG Pactud Participations at which the underlying securities have voting rights and
arrange to deliver our voting materialsto you if we ask it to do so. Those materials will describe the matters to
be voted on and explain how you may instruct the European Unit depositary to vote. For instructionsto be
valid, they must reach the European Unit depositary by a date set by the European Unit depositary. The
European Unit depositary will try, to the extent practical, to vote the number of deposited securities
represented by your European Units as you instruct. The European Unit depositary will only vote or attempt
to vote as you instruct.

Economic Rights

European Unit holders will be entitled to receive the economic benefits they would receive if they were direct
holders of the BPP Class A shares, BPP Class B shares and the GDSs underlying the European Units, subject
to the limitations provided under the European Unit deposit agreement and the GDS deposit agreements.
Notwithstanding the below, the European Unit depositary is not responsibleif it decides that it is unlawful or
impractical to make a distribution available to any European Unit holders. We have no obligation to register
European Units or other securities under the Securities Act. We also have no obligation to take any other
action to permit the distribution of any securities to European Unit holders. This meansthat you may not
receive the distribution we make on our securities or any value for them if it isillegal or impractical for us
to make them available to you.

Dividends

Subject to certain limitations, we intend to make annual dividend distributions to the holders of our Unitsin
an amount equivalent to 25% of our combined net income, as reported in our combined financial statements
prepared in accordance with Brazilian GAAP. These dividend distributions may be made by either Banco
BTG Pactual or BTG Pactual Participations, or both, as determined by our management, and will not depend
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on the net income or other performance indicators of Banco BTG Pactual and BTG Pactua Participations
considered on a stand-alone basis.

Rights Upon Liquidation

European Units entitle their holders to the right to participate, in proportion to each holder's share of Banco
BTG Pactual's capital stock, in the distribution of any remaining assets in the event of liquidation of Banco
BTG Pactual.

In the event of the winding-up or dissolution of BTG Pactual Participations, whether voluntary or involuntary
or for the purpose of areorganization or otherwise or upon any distribution of capital, (i) the holders of BPP
Class A shares and BPP Class B shares are entitled to share equally and ratably in the surplus assets of BTG
Pactual Participations and (ii) the holder of the BPP Class C share is entitled to share in the surplus assets of
BTG Pactual Participations but only up to the amount of its paid in capital.

Preemptive Rights

In the event that each of Banco BTG Pactual and BTG Pactual Participations offers preemptive rights with
respect to the securities underlying the European Units that, upon exercise, would permit the issuance of new
European Units, each European Unit holder may be offered the right to instruct European Unit depositary to
subscribe for that holder's proportionate share of those additional underlying securities and to receive
corresponding new European Units, provided that BTG Pactual Participations and Banco BTG Pactual, asthe
case may be, furnish European Unit depositary with satisfactory evidence that exercise of such preemptive
rights by the European Unit holdersislegal. In these cases, such unit holder must pay to European Unit
depositary the necessary funds required for the subscription of those additional European Units and pay the
fees and applicable taxes in connection therewith.

Capital Calls

Holders of European Units are not subject to any further capital calls by either Banco BTG Pactual or BTG
Pactual Participations.

C.5 Redtrictions on Free Transferability of the Securities

We shall not be obligated to recognize any resale or other transfer of Units or underlying securities made
other than in compliance with this Prospectus and applicable laws.

We are not registered as an investment company under the U.S. Investment Company Act, and the Units and
underlying securities have not been registered under the Securities Act. They may not be offered or sold
within the United States except in a transaction that:

1. isincompliance with the registration requirements of the Securities Act and al applicable securities
laws in the states of the United States;

2. isexempt from, or is not subject to, the registration requirements of the Securities Act and any
applicable securities laws of the states of the United States; and

3. isneither prohibited by the Investment Company Act nor would require our company to register as
an investment company under the Investment Company Act.

In addition, holders of our Units and underlying securities may not be able to exercise the preemptive rights or
subscription rights relating to the shares of Banco BTG Pactual and BTG Pactual Participations, as well as
receive securities distributed by us or vote on transactions that would result in the delivery of such securities,
unless an exemption from the registration requirements of the Securities Act is available or aregistration
statement under the Securities Act is effective with respect to those rights. We are not obligated to file a
registration statement with respect to any units, shares or rights distributed by us, and we may not file such a
registration statement.

Any person who purchases Units, underlying securities or any interest therein on NY SE Euronext Amsterdam
or BM&FBOVESPA (or any other certified non-U.S. exchange), as well as through book-entry transfers on
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Euroclear and Clearstream, will be deemed to have represented, agreed and acknowledged as set forth in
"—Deemed Representations of U.S. Purchasers" or "—Deemed Representations of non-U.S. Purchasers,” as
the case may be.

In the event of atransfer or resale of any Units, underlying securities or any interest therein which is not made
(i) on NY SE Euronext Amsterdam or BM&FBOVESPA (or any other certified non-U.S. exchange) or (ii)
through book-entry transfers on Euroclear and Clearstream, to a purchaser, such purchaser shall execute a
U.S. Purchaser’s Letter or Non-U.S. Purchaser’s Letter, as the case may be, addressed to the Issuers and the
relevant depositary, in which such purchaser (i) agrees not to deposit the Units into an unrestricted American
depositary receipt facility and (ii) represents, agrees and acknowledgesto (A) as set forth in "—Deemed
Representations of U.S. Purchasers" or "Deemed Representations of hon-U.S. Purchasers,” as the case may
be, and (B) asfollows:

1. the purchaser will not transfer the Units, underlying securities or any interest therein to any person or
entity, unless such person or entity could itself truthfully make the representations and covenants set
forth in the U.S. Purchaser’s Letter or the Non-U.S. Purchaser’s Letter; and

2. thepurchaser will provide notice of the transfer restrictions to any subsequent transferees.

In the event that Banco BTG Pactual, BTG Pactual Participations or the transfer agent determines in good
faith that a holder or beneficial owner of the Units and underlying securitiesisin breach, at the time given, of
any of the representations or agreements required, Banco BTG Pactual or BTG Pactual Participations or the
transfer agent, as the case may be, may require such acquirer or beneficial owner to transfer such Units and
underlying securities or beneficial interests therein to a transferee acceptable to Banco BTG Pactual or BTG
Pactual Participations, as the case may be, who is able to and who does make all of the representations and
agreements set forth in these transfer restrictions.

C.6 Admission

The Brazilian Units are admitted to trading and listing on the Sdo Paulo Stock Exchange (BM&FBOVESPA)
and the European Units are currently admitted to trading on NY SE Alternext Amsterdam, the multilateral
trading facility operated by Euronext Amsterdam. We have applied for the European Unitsto be admitted to
trading and listing on NY SE Euronext Amsterdam, the regul ated market operated by Euronext Amsterdam.

C.7 Dividend Policy

Subject to certain limitations, we intend to make annual dividend distributions to the holders of our Unitsin
an amount equivalent to 25% of our combined net income, as reported in our combined financial statements
prepared in accordance with Brazilian GAAP. These dividend distributions may be made by either Banco
BTG Pactual or BTG Pactual Participations, or both, as determined by our management, and will not depend
on the net income or other performance indicators of Banco BTG Pactual and BTG Pactual Participations
considered on a stand-alone basis.

C.13 Information about the Underlying Shares
Please refer to the information under C.1, C.2, C.3, C.4, C.5, C.6 and C.7 above.
C.14 Information about the Depositary Receipts
Please refer to the information under C.1, C.2, C.4 and C.5 above.
Section D—Risks

D.1/D.4 Risks Relating to the I ssuer and Its | ndustry/I nformation about the I ssuer of the Underlying
Shares

An investment in our Units involves substantial risks and uncertainties. These risks and uncertainties include,
among others, those listed below.
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Risk Factors Relating to Our Business:

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

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

Our ability to retain our professionalsis 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.

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

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.

Our investment banking revenues may decline in adverse market or economic conditions.
Our investment banking advisory assignments do not necessarily lead to subsequent assignments.

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

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

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

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.

We are exposed to certain risks that are particular to emerging and other markets.
Changes in base interest rates by the Central Bank could adversely affect us.

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

We may not be able to successfully execute strategic acquisitions or realize expected benefits from
acquisitions.

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.

The financial servicesindustry isintensely competitive.
We face increased competition due to a trend toward consolidation.

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.

Past performance may not be indicative of our future results.

Our combined adjusted income statement presented in this Prospectus was not prepared in accordance
with Brazilian GAAP or IFRS, is not indicative of our results of operations and should not be considered
inisolation or as an aternative to the financial statementsincluded in this Prospectus.

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

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

We may suffer significant losses from our credit exposures.

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

We may experience increases in our level of past due loans as our portfolio of credit products and
derivatives increases.
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We are subject to several operating risksinherent to our businesses.

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

Extensive regulation of our businesses may limit our activities and negatively affect us.
Misconduct by our personnel could harm us and is difficult to detect and deter.

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

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.

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

Risk Factors Relating to Brazil:

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

Exchange rate instability may adversely affect us.

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

Our clients’ and counterparties’ ability to make timely payments may be restricted by liquidity constraints
in Brazil.

Risk Factors Relating to the Regulatory Environment:

Changes in the regulation of operations of Brazilian banks may adversely affect us.
Changes in regulations regarding reserve and compulsory deposit requirements may adversely affect us.

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.

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.

The proposed Volcker Rule of the U.S. Dodd-Frank Act could have a potential impact on the liquidity of
the Units.

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

If any of the issuers were deemed to be an "alternative investment fund” (alternatieve
beleggingsinstelling) within the meaning of the FMSA and AIFM Directive, as defined below, we may be
required to obtain alicense in the Netherlands or in another member state of the European Economic Area
and need to comply with ongoing requirements applicable to licensed alternative investment funds.

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

D.3/D.5 Risks Relating to the Securities/| nformation about the Depositary Receipts

Risk Factors Relating to the Listing and Our Units

We are controlled by our controlling shareholder, whose interests may differ from those of Unit holders.

The Units represent ownership interestsin two distinct legal entities with no obligation to provide
financial support to the other.

The market price for our Units reflects the combined performances of two distinct entities and does not
reflect the stand-alone performance of these entities.

Holders of our Units may face difficulties in serving process on or enforcing judgments against Banco
BTG Pactual, BTG Pactual Participations and other relevant persons.
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» Thesale of asignificant number of our Units may adversely affect the trading price of our Units.
»  Wemay not pay dividendsto Unit holders.

» We may change or terminate the agreements governing the Units, the BDRs and the GDSs by negotiating
with the respective depositaries without the consent of the holders of Units, BDRs or GDSs, as applicable.

» European Unit holders will not be entitled to special tender offer rights provided in the by-laws of Banco
BTG Pactual or the bye-laws of BTG Pactual Participations at a price per share, which they would
otherwise be entitled to receiveif they held Brazilian Units.

» You may face difficultiesin exercising your voting rights or other rights relating to the Units.

» Banco BTG Pactual may be classified as a passive foreign investment company, which could result in
adverse U.S. federal income tax consequencesto U.S. investors.

»  Weexpect BTG Pactual Participations to be classified asa PFIC for U.S. federal income tax purposes.

» TheU.S. federal income tax consequences of the purchase, ownership and disposition of a Unit are
unclear.

* Your ability to invest in our Units or to transfer any Units that you hold may be limited by certain
considerations under the U.S. Employee Retirement Income Security Act of 1974, as amended ("ERISA"),
and the U.S. Internal Revenue Code of 1986, as amended (the "Code") and other considerations.

Section E—Offer
E.1 Net Proceeds and Estimated Expenses of the Capital Raising

Not applicable. We will not receive any proceeds in connection with the listing of the European Units and the
underlying securities on NY SE Euronext Amsterdam.

E.2a Reasons for the Capital Raising and Use of Proceeds

Not applicable. We will not receive any proceeds in connection with the listing of the European Units and the
underlying securities on NY SE Euronext Amsterdam.

E.3 Principal Terms of the Capital Raising

Not applicable.

E.4 Description of Any Interest Material to the Capital Raising
Not applicable.

E.5 Selling Shareholders and Lock-up Agreements

Not applicable.

E.6 Amount of |mmediate Dilution Resulting from the Offer

Not applicable.

E.7 Estimated Expenses Charged to the I nvestor by the I ssuer
Not applicable. There will be no charge to investors for the Listing.
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Before investing in European Units, you should consider carefully all of the information in this Prospectus,
including the following specific risks and uncertainties in addition to the other information set out in this
Prospectus. If any of the following risks actually occurs, our business, results of operations or financial
condition could be materially adversely affected. In that event, the value of the European Units could decline
and you might lose part or all of your investment. Although we believe that the risks and uncertainties
described below are all material risks and uncertainties facing our business and the European Units, there
may be additional risks and uncertainties relating to us or the European Units. Additional risks and
uncertainties not presently known to us or that we currently deems not to be material, could become material
in the future.

You should read the detailed information set out elsewhere in this Prospectus and should form your own view
before making an investment decision with respect to any European Units. Furthermore, before making an
investment decision with respect to any European Units, you should consult your own stockbr oker, bank
manager, lawyer, auditor or other financial, legal and tax advisers and carefully review the risks associated
with an investment in the European Units and consider such an investment decision in light of your personal
circumstances.

Risk Factors Relating to Our Businessand 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 positionsin any
of our assetsin 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 positionsin 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 assetsin arising market. We may from time to time have atrading strategy consisting
of holding along position in one asset and a short position in another, from which we expect to earn revenues
based on changes in the relative val ue 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 alossin those paired positions.
Accordingly, our hedging strategies may not be fully effective in mitigating our risk exposure in al 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 thisteam 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 |eave us to establish or work in businesses that compete
with ours. In addition, if any member of our Senior M anagement Team joins an existing competitor or forms
a competing firm, some of our clients could choose to use the services of that competitor. Thereisno
guarantee that the compensation arrangements and non-competition agreements we have entered into with our
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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 ingtitutions.

Our ability to retain our professionalsis 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 aresult, our growth and future success dependsto 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 professionalsis 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 usto 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 usto take large positions in the securities of a particular issuer or issuersin a
particular industry, country or region. Moreover, the trend in al major capital marketsis towards larger and
more frequent commitments of capital in many of these activities. Holding large and concentrated positionsin
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 changesin 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 investmentsin
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 areturn on our consolidated investment portfolio, or on a part of the portfolio in the future. Any
losses on our securities and derivative financia instruments could adversely affect us. In addition, any
decrease in the value of these securities and derivatives portfolios may result in a decrease in the capital ratios
of Banco BTG Pactual, or trigger violations of certain covenants in agreements to which BTGl is a party,
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.
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Our investment banking revenues may decline in adverse market or economic conditions.

Unfavorable financial or economic conditions, both in Brazil and el sewhere, 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 increasesin 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 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 subseguent 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 aresult, high activity levelsin 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 atransaction 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 feesin 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
lessrisky 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 and our private equity
activities 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 and our private
equity activities 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 and
infrastructure and real estate sectors. BTGI is the vehicle for many of our principal investments, including
merchant banking activities. Banco BTG Pactual also makes certain of these merchant banking i nvestments
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and serves as the asset manager for our private equity, infrastructure and real estate activities. Our ability to
increase merchant banking investments and private equity infrastructure and real estate activitiesis subject to
anumber 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 nhot 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, real estate or private equity opportunities
and to successfully identify and implement growth and manageria strategies for our portfolio companies.
These factors could affect our investment returns and the performance fees we earn from third party investors.

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 difficultiesin 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 itsindustry. 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 private equity, infrastructure and real estate investments
to bein Brazil, but may expand these activities to other countries, particularly following our recent
acquisitions of Celfin and Bolsay Renta. We may be unable to replicate our previous success in these areasin
Brazil in other countries where we have less experience and a less extensive network of business contacts.

Because most of our merchant banking and private equity, infrastructure and real estate investments may bein
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 crisisthat 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, banksin
many markets faced decreased liquidity or a complete lack of liquidity, rapid deterioration of financial assets
on their balance sheets and resulting decreasesin their capital ratios that severely constricted their ability to
engage in further lending activity. We routinely transact with such institutions as trading counterpartiesin
various agreements and contracts in the financial servicesindustry, 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 servicesindustry in general is unable
to fully recover from the effects of the crisis, it could have an adverse effect on us.
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In addition, the financia condition of our borrowers has, in some instances, been adversely affected by the
financial and economic crisis, which hasin turn increased our non-performing loans, impaired our loans and
other financial assets and resulted in decreased demand for borrowingsin general. In addition, some of our
counterparties may also suffer losses as a result of the debt crisisin Europe. 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 risksthat 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 usin their countriesinto U.S. dollars or other currencies, or to take those dollars
or other currencies out of those countries.

Changesin 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 Monetaria), 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 securitiesissued by the Brazilian government
and traded in the Special System for Settlement and Custody (Sistema Especial de Liquidacéo e Custédia), or
SELIC. Inrecent 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 aresponse 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 conditionsin Brazil in 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. In 2012, COPOM
reversed the recent increases to the SELIC rate, and as of December 31, 2012, the SELIC rate was lowered to
7.25%.

Increases in the base interest rate typically enable usto 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 Bolsay 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 alonger operating history in
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those markets than we do. We cannot assure you that our strategy of expanding internationally will be
successful.

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 acquisitionsin
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 and our recent
acquisitions of Celfin, WTorre Properties S.A., BFRE and Bolsay 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 assetsincurred prior to their
acquisition. The due diligence we perform to evaluate the legal and financial condition of the companiesto 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 cases of Celfin and Bolsay 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 aresult, we may fail to
successfully integrate either or both of Celfin’s or 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 a all. Generaly, 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 clientsand
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.

Thefinancial servicesindustry isintensely competitive.

The financial servicesindustry isintensely competitive with significant participants that are local entities as
well aslocal offices or Units of mgjor 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 businessesin
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recent years, such as underwriting fees in equity offerings. We believe we may experience pricing pressuresin
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.

Specifically in relation to Brazil and certain other key Latin American markets, their attractiveness appearsto
be increasing and thisislikely 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 banksin 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 aresult 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 revenuesin an effort to gain market share, which could result
in pricing pressurein 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. Anincreasein
competitive conditions may also adversely affect us as aresult of, among other factors, difficultiesin 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 Vaue 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. Thisinformation 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."
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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 aresult of sudden declinesin 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 Prospectus 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 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 Pactua 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. In addition, BTG Pactua Participations, BTGI and their
subsidiaries have alimited operating history. See " Summary—Our History." 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 any public offering or any other source of financing 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 shareholders. Such different rates of using funds are another reason we may not
be able to achieve returns similar to the track record described in this Prospectus.

Additionally, BTG Pactual’s recent (and, to an extent, continuing) reorganization of 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 consolidated financial statements contained in this
Prospectus, which could adversely affect our results of operations. In addition, as a publicly traded group, we
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 combined adjusted income statement presented in this Prospectus was not prepared in accordance
with Brazilian GAAP or | FRS, isnot indicative of our results of operations and should not be considered
in isolation or as an alternative to the financial statementsincluded in this Prospectus.

In addition to our combined income statement and the income statements of each of Banco BTG Pactual,
BTG Pactual Participations and BTGI, we have included in this Prospectus our combined adjusted income
statement and a discussion of such combined adjusted income statement. The classification of the line itemsin
our combined adjusted income statement is unaudited and materially differs from the classification of the
corresponding line items in our combined income statement. See " Presentation of Financial and Other
Information—Financial Statements—Financial Information Included in Our Combined Financial Statements."
Asaresult, our combined 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 Prospectus
and (iv) is not indicative of our results of operations and should not be considered in isolation or as an
alternative to such financia statements.
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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 accessto credit in amounts adequate to finance our activities could be
impaired by factors that affect usin particular or the financial servicesindustry in general. For example,
lenders could devel op a negative perception of our long-term or short-term financial prospects and restrict our
accessto financing if we incurred large trading losses, if the level of our business activity decreased dueto 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
generaly.

In addition, Banco BTG Pactual depends on inter-bank deposits as a principal source of unsecured short-term
funding for our operations. As of December 31, 2012, Banco BTG Pactual had R$627.1 million of
indebtedness related to inter-bank deposits presented as other financial liabilities carried at amortized cost.
The liquidity of Banco BTG Pactual dependsto an important degree on its ability to refinance these
borrowings on a continuous basis. Banks that hold inter-bank deposits with Banco BTG Pactua have no
obligation to renew these inter-bank deposits when the outstanding deposits mature. If we are unable to
refinance these short-term borrowings, we will be adversely affected.

Similarly, subsidiaries of BTG Pactual Participations and BTGI depend on lending from their prime brokers
as aprincipal source of short-term funding for its operations. The liquidity of BTGI depends to an important
degree on its ability to refinance these borrowings on a continuous basis. Banks that serve as prime brokers to
BTG Pactual Participations and BTGI’s subsidiaries have no obligation to continue to provide such financing,
and if they decline to do so and we do not identify alternatives, we will be adversely affected.

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 atime 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 uson
"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 financia 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

30



RISK FACTORS

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 commitmentsin
connection with investment banking and other assignments. Asaresult, 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, marketable 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$33.7 billion in 2012. In addition, as competition in the financial servicesindustry 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 it takes.

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 crisisin 2008 or the ongoing European
sovereign debt crisis, or low economic performance, may also increase the number of defaulting borrowers.
Theincrease 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 aresult of credit,
trading, clearing or other relationships between the ingtitutions. As aresult, concerns about, or adefault by,
one ingtitution could lead to significant liquidity problems or lossesin, 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.

We may experience increasesin our level of past dueloansasour portfolio of credit products and
derivatives increases.

We intend to grow our portfolio of credit products and derivatives. Growth of this portfolio may initialy
reduce our ratio of past due loans to total |oans 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 increasesin our loan loss provisions, charge-offs and the ratio of past due loansto total loans. In
addition, as aresult 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 risksinherent 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 marketsin 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 aslegal, 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 alarge 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 adisruption 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,
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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. Theinability 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 asterrorist 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 financia 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 risksin 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 participantsin
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
claimsto increase. See "Management Discussion and Analysis of Financial Condition and Results of
Operations—Risk Management—L egal and Regulatory Risks." For a discussion of other legal proceedingsin
which we are involved, see "Business—Legal Proceedings.”

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

The financial servicesindustry 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 Unit holders. 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 servicesindustry. 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 usto distinguish
ourselves from competitors.
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Specifically, the Brazilian financial markets are subject to extensive and continuous regulatory review by the
Brazilian government, principally by the Central Bank and the Securities and Exchange Commission of Brazil
(Comissdo de Valores Mobhiliarios), or 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 investmentsin fixed rate assets;

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

¢ limitsand other restrictions on fees;

e limitson 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 servicesindustry 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 a so include unauthorized breaches of the
existing regulatory, tax and administrative procedures and processes or of the additional procedures and
processes which we have implemented or 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 effectivein 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 changesin 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 Banco BTG Pactual’s acquisition of a co-controlling interest in
Banco PanAmericano, which was consummated on May 27, 2011.
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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. Banco PanAmericano
recorded substantial adjustments to accumulated lossesin 2011. Banco BTG Pactual recorded a gain of
R$61.7 million and aloss of R$119.7 million in connection with the Banco PanAmericano equity pick-up for
2011 and 2012, respectively, in its financial statements prepared in accordance with IFRS. There can be no
assurance that Banco PanAmericano will not generate net losses in the future or that Banco PanAmericano’s
accumul ated loss adjustments will not continue to adversely affect our results of operations relating to our
commercia 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 contributionsif 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 Banco BTG Pactual’s share amounting to
R$677.0 million. However, Banco BTG Pactua agreed that, upon the request of TPG-Axon, it would transfer
part of its preemptive rights with respect to atotal of R$182.0 million of Banco BTG Pactual’s 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 Banco BTG Pactual’s capital contribution to R$495.4 million.
Following such exercise, Banco BTG Pactual maintained its 51.0% equity interest in Banco PanAmericano’s
common shares, and Banco BTG Pactual and CaixaPar continue to co-control Banco PanAmericano pursuant
to the terms of a shareholders agreement which establishes the conditions for such shared control.

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.
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Risk Factors Relating to Brazil

The Brazilian government has exercised, and continuesto exercise, significant influence over the Brazlian
economy. Thisinfluence, aswell asBrazlian 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 affect 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 changesin Brazilian government
policies, as well as general economic factors, including, without limitation:

e banking regulations;

e growth or downturn of the Brazilian economy;

e theregulatory environment;

e inflation;

e interest rates,

e variationsin exchange rates;

e decreasesin wages and economic levels;

e increasesin unemployment;

e exchange control policies;

o fiscal policy and changesin the tax law;

e liquidity of the domestic financial, capital and lending markets; and
e other political, diplomatic, social and economic developmentsin 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 decel eration and adversely affect us.

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 thereal is generally linked to the rate of inflation in Brazil,
depreciation of the real occurring over shorter periods of time has resulted in significant variationsin 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 aresult 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 12% 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$2.04 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 isthe real, we may be adversely affected due to fluctuationsin
the value of the real against the U.S. dollar. For example, changesin 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
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real against the U.S. dollar may create additional inflationary pressuresin 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 Brazl, 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 crisisin the end of 2008. In 2010 and in 2011, inflation rates in Brazil were
11.32% and 5.10%, respectively, as aresult of the economic growth momentum of the Brazilian economy. In
2012, theinflation rate (IGP-M) in Brazil was 7.1%, 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 atight 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.

Our clients’ and counterparties’ ability to make timely payments may be restricted by liquidity constraints
in Brazl.

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 crisisin Europe, particularly in Greece, Spain, Italy and Portugal continued to
reduce 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 the U.S. fiscal cliff discussionsin 2012.
These ongoing events could negatively affect our ability and the ability of other Brazilian banksto 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 institutionsin Brazil. In addition, concerns as to the stahility 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 devel opments 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.
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Developments and the perception of risk in other countries, such as the recent developmentsin the global
financial markets, and particularly in emerging market countries, may adversely affect the market price of
Brazlian securities.

The market value of securities of Brazilian companiesis 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 decreasesin
the amount of foreign investmentsin Brazil. Although economic conditionsin 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 our Units.

Risk Factors Relating to the Regulatory Environment
Changesin theregulation 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;

compulsory reserve requirements,

lending limits and other credit restrictions; and
accounting and statistical requirements.

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.

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

The Central Bank has periodically changed the amount of reserves that financial institutionsin 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 compul sory 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 monies 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 weare obligated to hold some of our compulsory depositsin Brazilian government securities, which
may yield lower interest rates; and

e wemust use aportion 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 imposition. Reserve requirements have been used by the Central
Bank to control liquidity as part of monetary policy, and we have no control over their imposition. Any
increase in the compul sory deposit requirements may reduce our ability to lend funds and to make other
investments and, as aresult, may adversely affect our business.
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Minimum capital adequacy reguirements 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 Committee,
approved a new framework for risk-based capital adequacy, commonly referred to as the "Basel |1 Accord.”
The Basel 11 Accord sets out the details for adopting more risk-sensitive minimum capital requirements for
financial ingtitutions.

On September 12, 2010, the Group of Governors and Heads of Supervision, the oversight body of the
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 111 Accord,
which was endorsed at the Seoul G20 Leaders summit in November 2010. The Basel 111 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
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%. The implementation of Basel |11 in Brazil is expected
to follow the agreed international schedule, by implementing the capital and other requirements gradually
between January 1, 2013 and January 1, 2019.

On January 13, 2011, the Committee expanded the capital rules under Basel 111, resulting in additional
requirements for Tier 1 or Tier 2 non-voting debt instruments issued by banks operating in international
financial markets. These additional requirements would apply to any instrument issued after January 1, 2013,
and instruments issued prior to such date would be phased out over a period of ten years, starting in 2013. On
February 17, 2011, the Central Bank issued Communication No. 20,615 affirming its intention to implement
these new requirements, and, according to a non-binding schedule set forth in Communication No. 20,615, the
Central Bank will issue further rulings in the future with respect to such regquirements.

In addition, on February 17, 2012, the Central Bank released Public Hearing No. 40/2012 for comments,
which proposes maodifications to the definition of reference capital applicable to Brazilian financial
institutions currently established by CMN Resolution No. 3,444, dated February 28, 2007. According to
Public Hearing No. 40/2012, the Central Bank now intends to consider certain additional entities controlled
by afinancial institution in making reference capital determinations. Under the current proposal, entities
resembling financial institutions (such as credit card management companies) and investment funds from
which afinancial ingtitution retains substantial risks and benefits would initially be included when
determining the reference capital of the parent financial institution. We cannot predict if, when and to what
extent such rules will become effective.

In March 2013, the CMN and the Central Bank issued a new regulatory framework for the implementation of
the Basel 111 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."

Among the changes introduced by this new set of rules, it isimportant to highlight: (i) the introduction of the
concept of quasi-financial institutions (institui¢cdes 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 | Capital). These changes are to be implemented from October 1, 2013 to January 1, 2022.

The Basel 111 Accord regulatory capital requirements will be gradually increased by the Central Bank until
2019 and may require Banco BTG Pactual to increase its capital basis, which could negatively impact its
results and may make it more difficult for it to maintain the ratios mentioned above. In addition, due to
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changes in the rules concerning capital adequacy or due to changesin the performance of the Brazilian
economy as awhole, Banco BTG Pactual may be unable to meet the minimum capital adequacy requirements
required by the Central Bank. Banco BTG Pactual may also be compelled to limit its credit operations,
dispose it assets and/or take other measures that may adversely affect the BTG Pactual Group.

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
abroad 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.

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 mai ntenance 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
isan 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 businessin the U.S.

The proposed Volcker Rule of the U.S. Dodd-Frank Act could have a potential impact on the liquidity of
the Units.

Under the United States Dodd-Frank Act, various U.S. regul atory agencies are currently considering proposed
regulations to implement Section 619 of the Dodd-Frank Act, commonly referred to as the Volcker Rule,
which would restrict the ability of U.S. and non-U.S. "banking entities' (as defined in the Volcker Rule) from
engaging in proprietary trading and from owning and sponsoring hedge funds, private equity funds and such
similar funds as may be designated by the U.S. regulatory agencies (collectively, "covered funds').

Thereisarisk that the equity investment activities of BTGI, especialy if viewed in isolation from other
activities of BTGI and itsrelated companies, could be considered a covered fund under the Volcker Rule. If
BTGl isin fact considered a covered fund, U.S. and other financial institutions that are subject to the Volcker
Rule, including most global banks and their broker dedler affiliates, would have alimited ability to own the
Units as principal which in turn may limit the ability of such banking entities to make a market in the Units.
This could result in aless liquid market devel oping for the Units, and any reduction in liquidity of the Units
could have an adverse effect on the trading prices of the Units.

The proposed Volcker Rule received alarge number of public comments and is potentially subject to
modification by the U.S. regulatory agencies prior to the promulgation of final rules. The Volcker Ruleis
presently expected to go into effect on July 21, 2012, with at least a two-year period for entities subjected to
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therule to divest their interests in funds and otherwise conform or limit their existing activities and
investments.

If any of the issuers were deemed an " investment company” required to register as such under the
I nvestment Company Act, applicable restrictions could make it impractical for usto 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 rulesisimpracticable. We therefore intend to conduct our operations
so that none of our issuers will be deemed to 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, akey element in the definition of an investment
company under the Investment Company Act. However, there is arisk that the equity investment activities of
BTGI, especialy if viewed in isolation from other activities of BTGI and its related companies, potentially
could be considered those of an investment company or fund subject to regulation under the Investment
Company Act. Asaresult, we have elected to take steps to ensure compliance under such laws even were our
activities viewed in that light in part by limiting the persons and entities that may acquire Units. The Units
will be offered pursuant to an exclusion from the definition of investment company as the Units 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."

If any of the issuers were deemed to be an " alternative investment fund" (alter natieve
beleggingsinstelling) within the meaning of the FMSA and AlFM Directive, as defined below, we may be
required to obtain a license in the Netherlands or in another member state of the European Economic Area
and need to comply with ongoing requirements applicable to licensed alternative investment funds.

We hold ourselves out as a diversified financial services firm and do not propose to engage primarily in the
business of collective investing or to allow Unit holdersto indirectly receive proceeds from such investments,
akey element to qualify as an aternative investment fund, or AlF, as defined in the EC Alternative
Investment Fund Managers Directive (Directive 2011/61/EC), or the AIFM Directive, which isreflected in
Dutch law as of July 22, 2013. However, thereis arisk that the equity investment activities of BTGI,
especialy if viewed inisolation from other activities of BTGI and its related companies, potentially could be
considered those of an alternative investment fund subject to regulation (including a license requirement)
under the FMSA and the AIFM Directive. If part of our activities would be deemed to constitute an AlF, we
may become subject to alicense requirement as an alternative investment fund manager under the FM SA,
unless we are able to benefit from an exemption. If we would qualify as an alternative investment fund
manager and we are unable to benefit from an exemption, or cannot or are unwilling to meet the license
requirements which follow from the AIFM Directive, the trading and transferability of our European Units
may be adversely affected and we may become subject to supervisory measures by the AFM (including
possible penalties).

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 ingtitutions. 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
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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 Listing and Our Units

We are controlled by our controlling shareholder, whose interests may differ from those of Unit holders.

André Santos Esteves controls BTG Pactual Holding, which (i) directly owns approximately 82.7% of the
common shares and approximately 63.7% of the preferred shares issued and outstanding of Banco BTG
Pactual and (ii) indirectly owns approximately 1.5% of the BTGI limited partnership interests.

Similarly, Mr. Esteves (i) has an economic interest in Banco BTG Pactual, directly and indirectly, of
approximately 22.0% and (ii) controls, directly or indirectly, approximately 83.8% of the common shares of
Banco BTG Pactual which, subject only to certain limited exceptions (see "Our Partnership—Shareholders
Agreements—Partner Brazil Shareholders Agreement™), will allow Mr. Esteves, in his sole discretion, to
control the management, direction and policies of Banco BTG Pactual, including the outcome of any matter
submitted to a vote of shareholders.

Mr. Esteves controls BTG GP, the holder of the BPP Class C share, which allows Mr. Estevesto control the
most relevant decisions of BTG Pactual Participations and, asaresult, of BTGI. In addition, Mr. Esteves (i)
owns, directly or indirectly, approximately 22.0% of the BTGI limited partnership interests and (ii) subject to
certain limited exceptions (see "Our Partnership—Shareholders Agreements—BTG GP Shareholders
Agreement"), is entitled to direct the vote, in his sole discretion, of the general partner of BTGI.

Asaresult, subject to certain exceptions, Mr. Estevesis able to (i) elect and control the decisions of the
majority of the board of directors of Banco BTG Pactual and BTG Pactual Participations, (ii) control the
management and policies of Banco BTG Pactual and BTG Pactual Participations (and indirectly, BTGI), 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 the assets of BTG Pactual. As the controlling shareholder of Banco BTG Pactual and
BTG Pactual Participations (and indirectly, BTGI), Mr. Esteves will be able to prevent or cause a change in
control of Banco BTG Pactual and BTG Pactual Participations.

The Units represent ownership interestsin two distinct legal entities with no obligation to provide financial
support to the other.

Each of our Units represents ownership interests in two separate and distinct legal entities with different
shareholders’ rights and corporate formations and subject to corporate and securities laws of different
jurisdictions. Accordingly, your rights as a shareholder of Banco BTG Pactual and BTG Pactual
Participations, including any protections afforded to you as a minority investor, will materially differ. For
example, under Bermuda law, directors and officers of a company generally owe fiduciary duties to the
company and not to individual shareholders. Class actions and derivative actions are generally not available to
shareholders under Bermuda law. In addition, as permitted by Section 98 of the Bermuda Companies Act, the
bye-laws of BTG Pactual Participations provide that BTG Pactua Participations will indemnify its directors
and officers against any liability which by virtue of any rule of law would otherwise be imposed on themin
respect of any negligence, default, breach of duty or breach of trust, except in cases where such liability arises
from fraud or dishonesty.
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In addition, although Banco BTG Pactual and BTG Pactual Participations are entities controlled by André
Santos Esteves, our controlling shareholder, Banco BTG Pactual and BTG Pactual Participations are each
separate legal entities subject to their own distinct legal and regulatory regimes and are each separately liable
for their own obligations. Neither Banco BTG Pactual nor BTG Pactual Participations has any obligation
(contingent or otherwise) to indemnify or otherwise make any funds available, whether by dividends, loans,
distributions, contributions or other payments, to the other. If either Banco BTG Pactual or BTG Pactual
Participationsis ever liquidated or reorganized, including as aresult of a bankruptcy, any distributions
received by Unit holders with respect to the shares of Banco BTG Pactual will be solely out of the assets of
Banco BTG Pactual and any distributions received with respect to the BPP Class A shares and BPP Class B
shares will be solely out of the assets of BTG Pactual Participations. See "Description of Capital Stock."

The market price for our Unitsreflects the combined performances of two distinct entities and does not
reflect the stand-alone performance of these entities.

The market price for our Units reflects the combined performances of two entities, Banco BTG Pactua and
BTG Pactual Participations (which is derived fromitsindirect ownership of BTGI), and is not necessarily
indicative of the stand-alone results of either entity. Any adverse effects resulting from negative stand-alone
results of one entity on the market price of our Units may not necessarily be offset by the effects of positive
stand-alone results of the other entity on the market price of our Units for the same period. A strong
performance by one of the entities may not necessarily offset the poor performance of the other, which could
lead to decreases in the market price for our Units.

Holders of our Units may face difficultiesin serving process on or enforcing judgments against Banco
BTG Pactual, BTG Pactual Participations and other relevant persons.

Banco BTG Pactual is a corporation organized under the laws of Brazil, and BTG Pactual Participationsisa
limited liability exempted company incorporated under the laws of Bermuda. Most of their board members,
executive officers and independent public accountants reside or are based in Brazil. Most of the assets of
Banco BTG Pactual and those of such other persons are located in Brazil and most of the assets of BTG
Pactual Participations are located abroad. Asaresult, it may not be possible for you to affect service of
process upon Banco BTG Pactual or BTG Pactual Participations or such other persons within the United
States or other jurisdictions outside Brazil or Bermuda. Because judgments of U.S. and other foreign courts
for civil liabilities based upon the U.S. federal securities (or other non-Brazilian and non-Bermudian) laws
may only be enforced in Brazil or Bermuda, as the case may be, if certain conditions are met, you may face
greater difficultiesin protecting your interests in the case of actions by Banco BTG Pactual or BTG Pactual
Participations, their board of directors or executive officers (as the case may be) than would shareholders of a
U.S. or European (as the case may be) corporation. See "Enforcement of Judgments.”

The sale of a significant number of our Units may adversely affect the trading price of our Units.

The Partnership Equity which isheld by BTG Pactual Holding and our Partnersis subject to transfer
restrictions which generally provide that such Partnership Equity is not and, for the foreseeable future will not
be, eligible for sale into the market or to third parties, except for certain limited exceptions such asin
connection with a sale of control of BTG Pactual. See " Our Partnership—Partnership Model Post Initial
Public Offering—Restrictions on Sales of Partnership Equity," "Consortium Shareholders Agreement—
Transfer Restrictions—Partnership Equity" and "Our Partnership—Sharehol ders Agreements—Partner Brazil
Shareholders Agreement."”

The market price of our Units could significantly decrease if we, our controlling shareholder, any other
shareholder, the Partners or our directors and executive officers sell Units or any other equity securities or the
market perceives that such personsintend to sell Units or such equity securities for any reason.
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We may not pay dividends to Unit holders.

Under the Bermuda LP Act, BTGI may not pay any share of its profits or other compensation by way of
income to alimited partner from its assets if, on the date the payment isto be effected, the general partner has
reasonable grounds believing that BTG, after the payment, would be unable to pay itsliabilities as they
become due.

The by-laws of Banco BTG Pactua require it to distribute at least 1.0% of its annual adjusted non-
consolidated net income, as calculated under Brazilian GAAP and adjusted under Brazilian Corporations Law
(which differs significantly from net income as calculated under IFRS). However, Banco BTG Pactual’s
adjusted non-consolidated net income may be capitalized, used to absorb losses or retained for other purposes
and, therefore, may not be made available for payment of dividends to Banco BTG Pactual shareholders. In
addition, Brazilian Corporations Law allows Banco BTG Pactual to suspend the mandatory distribution of
dividends in any fiscal year in which its board of directors reports in the annual shareholders’ meeting that the
distribution would not be advisable given Banco BTG Pactual’s financial condition.

Asaholding company, BTG Pactual Participations will have no material assets other than the BTGI limited
partnership interests that it indirectly owns through BTG Bermuda Holdco and will have no independent
means of generating income. Accordingly, BTG Pactual Participations will only distribute dividends to its
shareholdersif it receives dividends from BTGI, indirectly through BTG Bermuda Holdco. Under the Limited
Partnership Act 1883 of Bermuda, or the Bermuda LP Act, BTGI may not pay any share of its profits or other
compensation by way of incometo alimited partner from its assets if, on the date the payment isto be
effected, the general partner has reasonabl e grounds believing that BTGl, after the payment, would be unable
to pay itsliabilities as they become due. In addition, as a Bermuda company, BTG Pactual Participations and
BTG Bermuda Holdco is not permitted to pay out or declare adividend or make a distribution unless it meets
the statutory solvency test set forth in Section 54 of the Bermuda Companies Act. According to such test,
BTG Bermuda Holdco will only make dividend distributions to BTG Pactual Participations, and as a resullt,
Unit holders will only receive dividends from BTG Pactual Participations, if in each case, its respective board
of directors has reasonable grounds for believing that it is, and after the payment of such dividends would be,
ableto pay itsliabilities as they become due and the realizable value of its assets would thereby not be lessits
lighilities.

We may change or terminate the agreements governing the Units, the BDRs and the GDSs by negotiating
with the respective depositaries without the consent of the holders of Units, BDRs or GDSs, as applicable.

We may agree with the Unit depositaries or BDR or GDS depositaries to change or terminate the agreements
governing the Units, BDRs and GDSs without the consent of the holders of Units, BDRs or GDSs, as
applicable. In these cases, even if such amendment is materially adverse to the rights of such holders, it will
become effective within 30 days after delivery of awritten notice given by the Unit depositaries or BDR or
GDS depositaries, as applicable, to such holders, who will not be able to challenge such amendment. The only
option available to such holders in this case would be to cancel the Units, BDRs or GDSs, as the case may be,
in order to hold directly the respective underlying securities. However, such cancellation is subject to a
significant cancellation fee and no trading is expected to the develop with respect to the Banco common
shares, Banco Series A preferred shares, BPP Class A shares or BPP Class B shares.

In addition, at any time, we may replace the Unit depositaries or BDR or GDS depositaries with another
depositary, or such depositaries may resign from serving as either the Unit depositaries, or BDR or GDS
depositaries, as applicable, in each case without the consent of holders of Units, BDRs or GDSs, as
applicable. See "Description of Units, BDRs and GDSs—The Brazilian Units—Amendment or Termination
of the Brazilian Unit Program," "Description of Units, BDRs and GDSs—Brazilian Depositary Receipts
(BDRs)—Amendment and Termination of the BDR Deposit Agreement,” "Description of Units, BDRs and
GDSs—The European Units—Amendment or Termination of the European Unit Program,” and "Description
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of Units, BDRs and GDSs—Global Depositary Shares (GDSs)—Amendment and Termination of the GDS
Deposit Agreement."”

European Unit holderswill not be entitled to special tender offer rights provided in the by-laws of Banco
BTG Pactual or the bye-laws of BTG Pactual Participations at a price per share, which they would
otherwise be entitled to receive if they held Brazlian Units.

In addition to the rights to participate in the Statutory Brazilian Tender Offer described under " Description of
Capital Stock—Banco BTG Pactual—Specia Tender Offer Rights under Control Acquisition Events—
Tender Offer Required under Brazilian Law," Banco BTG Pactual has elected to include provisionsin its by-
laws that provide holders of Banco common shares and Banco preferred shares rights to participate in certain
transactions which Banco BTG Pactual considers to represent a true change of control of Banco BTG Pactual,
but only if such shares are held as part of Brazilian Units that are deposited with the Brazilian Unit depositary
at the moment that such change of control transaction is publicly announced as further described in the by
laws. Pursuant to such provisions of the by-laws of Banco BTG Pactual, a third party acquiring control of
Banco BTG Pactual is required to make an offer to acquire 100% of the outstanding Banco common shares
and Banco preferred shares that are held by the depositary as part of a Brazilian Unit at the time of the public
announcement of such change of control at a price per share that is at least 100% of the price per share and
otherwise upon the same terms and conditions as are received by the Partners (directly or indirectly) in such
sale. See "Description of Capital Stock—Banco BTG Pactual—Special Tender Offer Rights under Control
Acquisition Events—100% Tender Offer Required by Banco BTG Pactual’s By-laws."

The BTG Pactual Participations bye-laws similarly provide that holders of BPP Class A shares and BPP Class
B shares shall have the right to participate in certain transactions involving a true change of control of BTGl
or BTG Pactual Participations, but only if such shares are held as part of Brazilian Units that are deposited
with the Brazilian Unit depositary at the moment the change of control transaction is publicly announced as
described further in the bye-laws. Pursuant to such provisions of the bye-laws of BTG Pactual Participations,
athird party acquiring control of BTGI or BTG Pactual Participationsis required to make an offer to acquire
100% of the outstanding BPP Class A shares and BPP Class B shares that are held by the depositary as part of
aBrazilian Unit at the time of the public announcement of such change of control at a price per sharethat is at
least 100% of the price per share (or limited partnership interest) and otherwise upon the same terms and
conditions as are received by the Partners (directly or indirectly) in such transaction on account of their sale of
BPP Class A shares, BPP Class B shares or BTGI limited partnership interests, as applicable. See
"Description of Capital Stock—BTG Pactual Participations—Mandatory Tender Offer—Tender Offer
Required in Connection with Transfer of Control to Third Party Control Buyer."

European Unit holders will not be entitled to benefit from the special tender offer rights specified in the by-
laws of Banco BTG Pactual or the bye-laws of BTG Pactual Participations, as would be the case if such Unit
holders held Brazilian Units. As aresult, in the event of a change of control of Banco BTG Pactual
contemplated in its by-laws, a Brazilian Unit holder may receive 100% (or more) of the price per Banco
common share received by Partners, while a European Unit holder, as a consequence of the same transaction,
would only be entitled to receive 80% of the price per Banco common share received by Partners. Similarly,
in the event of a change of control of BTGI or BTG Pactual Participations contemplated in the bye-laws of
BTG Pactual Participations, aBrazilian Unit holder may receive 100% (or more) of the price per BPP Class A
share, BPP Class B share or BTGI limited partnership interest, as applicable, received by Partners, while a
European Unit holder, as a consequence of the same transaction, would only be entitled to receive 80% of the
price per share or limited partnership interest received by Partners.

You may face difficultiesin exercising your voting rights or other rightsrelating to the Units.

Brazilian Unit holders will only be able to exercise certain of their rights relating to the BPP Class A shares
and BPP Class B shares by providing voting instructions to the BDR depositary in accordance with the BDR
deposit agreement and custody agreement. Likewise, European Unit holders will only be able to exercise
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certain of their rights relating to (i) the BPP Class A shares, (ii) BPP Class B shares and the (iii) the Banco
common shares and Banco Series A preferred shares underlying the GDSs by providing voting instructions to
the European Unit depository in accordance with the European Unit deposit agreement, and the European
Unit depositary will instruct the GDS depositary to vote the number of securities the underlying GDSs
represent in accordance with the GDS deposit agreement.

Asaresult, Unit holders may face difficultiesin exercising their rights with respect to the underlying
securities that would otherwise not exist if they held such shares directly. For example, a Unit holder may not
have sufficient or reasonable time to provide such voting instructions to the BDR or European Unit
depositary, as the case may be, in accordance with the mechanisms set forth in the relevant deposit agreement
and custody agreement, and they will not be held responsible for failure to deliver such instruction. The
ability of Unit holdersto hold us responsible for such failure is also limited.

In addition, investors may need to be an owner of record to have standing to pursue certain actions against
Banco BTG Pactual or BTG Pactual Participations. Also, both the BDR and European Unit depositaries may
not allow Unit holders to exercise preemptive or subscription rights, as well as to receive securities distributed
by us or vote on transactions that would result in such delivery of securities, if the depositaries determine, at
their exclusive discretion, that such exercise or distribution would require registration of the transaction with
the SEC or the issuance of a European prospectus. Any of these factors could substantially limit the ability of
Brazilian Unit holdersto fully exercise their rights as shareholders of BTG Pactual Participations and the
ability of European Unit holders to fully exercise their rights as shareholders of Banco BTG Pactual
Participations and BTG Pactual Participations. Investors may also have difficulties to cancel the Unitsin
order to exercise those rights due to the amount of fees applicable to the cancellation of Units. See
"Description of Units, BDRs and GDSs."

In addition, the Unit deposit agreements, BDR deposit agreement and GDS deposit agreement each expressly
limit our obligations and those of the depositaries, thereby limiting your recourse in the event you are unable
to, or experience delaysin, exercising your rights. See "Description of Units, BDRs and GDSs."

Banco BTG Pactual may be classified as a passive foreign investment company, which could result in
adverse U.S. federal income tax consequencesto U.S. investors.

Based on the projected composition of itsincome and val uation of its assets, we do not expect Banco BTG
Pactual to be classified as a passive foreign investment company, or PFIC, for the taxable year ending
December 31, 2013, and we do not expect it to become one in the future, although there can be no assurance
inthisregard. Banco BTG Pactual will be considered a PFIC for any taxable year if either (i) at least 75.0% of
its grossincome is passive income or (ii) at least 50.0% of the value (determined on a quarterly basis) of its
assetsis attributable to assets that produce or are held for the production of passive income. The determination
of whether it isa PFIC is made annually. Accordingly, it is possible that Banco BTG Pactual may become a
PFIC in the current or any future taxable year due to changesin its asset or income composition. The
authorities we rely upon in making our determination as to PFIC status are complex and may be interpreted
differently by the Internal Revenue Service, or IRS, and the courts. We have not sought aruling from the IRS
with respect to the PFIC status of Banco BTG Pactual, and there can be no assurance that the IRS will agree
with our determination with respect to any given taxable year. In addition, our determination that we do not
expect Banco BTG Pactual to be a PFIC is based in part upon certain proposed U.S. Treasury regulations that
are not yet in effect, referred to herein as the Proposed Regulations, and are subject to change in the future.
The Proposed Regulations and other administrative pronouncements from the IRS provide special rules for
determining the character of income and assets derived in a banking business for purposes of the PFIC rules.
Although we believe we have adopted a reasonable interpretation of the Proposed Regulations and
administrative pronouncements, there can be no assurance that the IRS will agree with our interpretation. If
Banco BTG Pactual is classified as a PFIC, such characterization could result in adverse U.S. federal income
tax consequences to a U.S. investor. For more information on PFICs, see "Taxation—Certain U.S. Federal
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Income Tax Considerations—Considerations for U.S. Holders—BDRs, BPP Class A shares and BPP Class B
shares—Status as a PFIC and Related Tax consequences.”

We expect BTG Pactual Participations to be classified asa PFIC for U.S. federal income tax purposes.

If you areaU.S. investor and do not properly make a qualified electing fund, or QEF, election with respect to
BTG Pactual Participations, you would be subject to U.S. federal income tax at ordinary income tax rates,
plus special deferred tax and interest charges, with respect to certain distributions on BDRs or BPP Class A
shares and BPP Class B shares, any gain realized on a disposition of a Unit allocable to BDRs or BPP Class A
shares and BPP Class B shares, and certain other events. The effect of these deferred tax and interest charges
could be materially adverse to you. Alternatively, if you areaU.S. investor and properly make a QEF election
with respect to BTG Pactual Participations, you would not be subject to those charges, but could recognize
taxable incomein ataxable year with respect to BDRs or BPP Class A shares and BPP Class B sharesin
excess of any distributions made to you that year with respect to such BDRs or BPP Class A shares and BPP
Class B shares, thus giving rise to so-called "phantom income" and a potential out-of-pocket tax liability. See
"Taxation—Certain U.S. Federal Income Tax Considerations—Considerations for U.S. Holders—BDRs, BPP
Class A shares and BPP Class B shares—Status as a PFIC and Related Tax consequences.”

The U.S. federal income tax consequences of the purchase, ownership and disposition of a Unit are
unclear.

No statutory, judicial or administrative authority directly addresses the treatment of a Unit or an instrument
similar to a Unit for U.S. federal income tax purposes. As aresult, the U.S. federal income tax consequences
of the purchase, ownership and disposition of a Unit are unclear. We believe that the components of a Unit
should be respected as separate instruments of two distinct issuers for U.S. federal income tax purposes and
that our stated allocation of the purchase price to a Unit’s component parts should be respected. However, the
IRS or the courts may take the position that a Unit should be treated as an investment in a single issuer for
U.S. federal income tax purposes or may not respect our alocation of the purchase price of a Unit, in which
case there could be unexpected materially adverse U.S. tax consequencesto a U.S. investor. For amore
detailed discussion of tax-related risks, see "Taxation—Certain U.S. Federal Income Tax Considerations.”

Your ability to invest in our Units or to transfer any Units that you hold may be limited by certain ERISA,
Code and other considerations.

We intend to restrict the ownership and holding of our Units, so that none of the assets of BTG Pactual
Participations will constitute "plan assets’ of any Benefit Plan Investor (as defined in "Certain ERISA
Considerations"). We intend to impose such restrictions based on deemed representations and written
representations in certain circumstances. If the assets of BTG Pactual Participations were deemed to be "plan
assets' of any Benefit Plan Investor, pursuant to the Plan Asset Regulations (as defined in "Certain ERISA
Considerations"), certain transactions that we or our subsidiaries may enter into, or may have entered into, in
the ordinary course of business might constitute or result in non-exempt prohibited transactions under Section
406 of ERISA or Section 4975 of the Code and might have to be rescinded. Governmental plans, certain
church plans and non-U.S. plans, while not subject to Title | of ERISA or Section 4975 of the Code, may
nevertheless be subject to Similar Laws (as defined in "Certain ERISA Considerations').

Each purchaser and subsequent transferee of our Units will be deemed to represent and warrant that either (i)
itisnot, and is not acting on behalf of or investing the assets of, a Benefit Plan Investor or (ii) itisan
insurance company general account and, at the time of acquisition and throughout the period it holds the Units
and underlying securities, (A) its purchase, holding and disposition of the Units and underlying securitiesis
not and will not be prohibited under Section 406 of ERISA or Section 4975 of the Code by reason of U.S.
Department of Labor Prohibited Transaction Class Exemption 95-60, (B) less than 25% of the assets of such
general account are and will be (or represent) assets of Benefit Plan Investors and (C) it is not and will not be
a person who has discretionary authority or control with respect to any assets of BTG Pactual Participations, a
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person who provides investment advice for afee (direct or indirect) with respect to such assets, or an affiliate
of such aperson, and any Units and underlying securities held by such purchaser will not otherwise be
disregarded for purposes of calculations under the Plan Asset Regulations. See "Transfer Restrictions' and
"Certain ERISA Considerations’ for a more detailed description of certain ERISA, Code and other
considerations relating to an investment in our Units.
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Banco BTG Pactual and BTG Pactual Participations accept responsibility for the information contained in
this Prospectus. To the best of their knowledge and belief, having taken all reasonable care to ensure that
such is the case, the information contained in this Prospectus is in accordance with the facts and contains no
omission likely to affect itsimport. Potential investors should not assume that the information in this
Prospectusis accurate as of any other date than the date of this Prospectus.

No person is or has been authorized to give any information or to make any representation in connection with
the Listing, other than as contained in this Prospectus, and, if given or made, any other information or
representations must not be relied upon as having been authorized by Banco BTG Pactual and BTG Pactual
Participations. The delivery of this Prospectus at any time after the date hereof will not, under any
circumstances, create any implications that there has been no change in our affairs since the date hereof or
that the information set forth in this Prospectusis correct as of any time since that date.

No representation or warranty, express or implied, is made or given by or on behalf of the listing agent or
any of its affiliates or any of their respective directors, officers or employees or any other person, asto the
accuracy, completeness or fairness of the information or opinions contained in this Prospectus, or
incorporated by reference herein, and nothing contained in this Prospectus, or incorporated by reference
herein, is, or shall berelied upon as, a promise or representation by the listing agent or any of its affiliates as
to the past or future.

ING Bank N.V. in its capacity as listing agent, does not accept any responsibility whatsoever for the contents
of this Prospectus nor for any other statements made or purported to be made by either itself or on its behalf
in connection with Banco BTG Pactual, BTG Pactual Participations, the Listing, the European Units, the
GDSs, or the BPP shares. Accordingly, ING Bank N.V. disclaims all and any liability, whether arising in tort
or contract or otherwise in respect of this Prospectus and/or any such statement.

Presentation of I nfor mation

This Prospectus will be published in English only. The terms used in this Prospectus are defined in the section
"Definitions" starting on page 430.

Certain figures contained in this Prospectus, including financial information, have been subject to rounding
adjustments. Accordingly, in certain instances the sum of the numbersin the text or acolumn or arow in
tables contained in, or incorporated by reference in, this Prospectus may not conform exactly to the total
figure given for that column or row.

All referencesin this Prospectusto "EUR", "euro" or "€" are to the currency introduced at the start of the
third stage of the Economic and Monetary Union, pursuant to the treaty establishing the European Economic
Community, as amended by the treaty on the European Union.

Market and Industry Information

All references to market data, industry statistics and industry forecasts in this Prospectus consist of estimates
compiled by industry professionals, organizations, analysts, publicly available information or our own
knowledge of its sales and markets.

Industry publications generally state that their information is obtained from sources they believe reliable but
that the accuracy and completeness of such information is not guaranteed and that the projections they contain
are based on a number of significant assumptions. Although we believe these sources are reliable, we cannot
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guarantee their accuracy and completeness as we do not have access to the information, methodol ogy and
other bases for such information and have not independently verified the information.

In this Prospectus, we make certain statements regarding our competitive and market position. we believe
these statements to be true, based on market data, industry statistics and publicly available information. The
information in this Prospectus that has been sourced from third parties has been accurately reproduced and, as
far as we are aware and able to ascertain from the information published by that third party, no facts have
been omitted that would render the reproduced information inaccurate or misleading. We have not
independently verified these data or determined the reasonableness of the assumptions used by their
compilers, nor have data from independent sources been audited in any manner.

No Incor poration of Website

The contents of our website (http://www.btgpactual.com/), including any websites accessible from hyperlinks
on that website, do not form part of, nor are incorporated by reference into, this Prospectus.

Noticeto Investors

The distribution of this Prospectus and the acceptance, delivery, transfer, exercise, purchase of, subscription
for, or trade in the European Units may be restricted by law in certain jurisdictions. Persons in possession of
this Prospectus are required to inform themselves about and to observe any such restrictions. Any failure to
comply with such restrictions may constitute a violation of the securities law of any such jurisdiction.

This Prospectus may not be used for, or in connection with, and does not constitute, any offer to sell, or an
invitation to purchase, any of the European Unitsin any jurisdiction in which such offer or invitation is not
authorized or would be unlawful. Neither this Prospectus, nor any related materials, may be distributed or
transmitted to, or published in any jurisdiction except under circumstances that will result in compliance with
any applicable laws and regulations.

The content of this Prospectus is not to be considered or interpreted as legal, financial or tax advice. Each
prospective investor should consult his own stockbroker, bank manager, auditor or other financial, legal or tax
advisers before making any investment decision with regard to the European Units to consider such
investment decision in light of the prospective investor’s personal circumstances.

Noticeto Investorsin the United States

The securities referred to in this Prospectus have not been registered under the United States Securities Act of
1933 and were offered and sold in the United States solely pursuant to an exemption for such registration
requirements.

Forward-L ooking Statements

This Prospectus 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 Prospectus, principally in "Risk Factors," "Management’s
Discussion and Analysis of Financial Condition and Results of Operations' and "Business."

These estimates and forward-1ooking 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 our Units. Although we believe that these estimates and
forward-looking statements are based upon reasonabl e assumptions, they are subject to many significant risks,
uncertainties and assumptions and are made in light of information currently available to us.
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Our estimates and forward-looking statements may be affected by the following factors, among others:

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

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

e fluctuationsininflation, 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 Bolsay RentaS.A., or Bolsay
Renta) that we believe are complementary to our existing activities, and our ability to realize the
expected benefits resulting from such acquisitions;

e theability 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 theimpact of future legislation and regulation on our business, including with respect to the capital
reguirements applicable to Banco BTG Pactual and certain of its 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 therecruitment, 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 Prospectus under the caption "Risk Factors."

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 abligation to update publicly or to revise any forward-looking statements after we distribute this
Prospectus as aresult 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 Prospectus 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 aresult you should not make any investment decision on the basis of the forward-looking
statements contained herein.
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Applicable Accounting Standards and Currency of Financial Statements
Banco BTG Pactual

Banco BTG Pactual maintains its books and records in reais, the official currency of Brazil, and prepares its
financial statements for regulatory purposes in accordance with the accounting practices adopted in Brazil
applicable to ingtitutions 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 Contabil das Institui¢des do Sstema Financeiro Nacional), or COSIF, the Central Bank and
the National Monetary Council (Conselho Monetario Nacional), or the CMN.

Banco BTG Pactual preparesits financial statementsin 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 statementsinto 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 aresult of the registration of Banco BTG Pactual as a public
company with the Securities and Exchange Commission of Brazil, (Comissédo de Valores Mobiliarios), or the
CVM, in connection with our initial public offering, Banco BTG Pactual was initially required to prepare
consolidated financial statements for the years ended December 31, 2010 and 2011 (January 1, 2010 was the
transition date to IFRS), in accordance with IFRS and it has subsequently prepared consolidated financial
statements for the year ended December 31, 2012 in accordance with IFRS to comply with CVM disclosure
rules. Accordingly, unless the context requires otherwise, any reference to the financial statements of Banco
BTG Pactual for the years ended December 31, 2010, 2011 and 2012 in this Prospectus are to those financial
statements of Banco BTG Pactual prepared in accordance with IFRS. We have not included in this Prospectus
financial statements of Banco BTG Pactual for the years ended December 31, 2010, 2011 or 2012 in
accordance with Brazilian GAAP. See "Annex A: Differences Between Brazilian GAAP and |FRS."

BTG Pactual Participationsand BTGI

BTG Pactual Participations and BTGI maintain their books and recordsin U.S. dollars and prepare financial
statements in accordance with IFRS. Pursuant to CVM Instruction No. 480/09, however, we are required to
prepare consolidated financial statements of BTG Pactual Participationsand BTGI in reais. Therefore, any
reference to the financial statements (or lineitems that are included in or derived from such financial
statements, such as shareholders’ equity or partners’ equity) of BTG Pactual Participations and BTGI in this
Prospectus are to those financial statements (or line items) prepared in reais. We converted the financial
statements of BTG Pactual Participations and BTGI using (i) the year-end prevailing exchange rate for assets
and liabilities; and (ii) month-end prevailing exchange rates for income and expenses, and recorded a
corresponding gain or loss from such tranglation against their respective net equity.

Financial Statements
Auditors

The consolidated financia statements of Banco BTG Pactual as of and for the years ended December 31,
2010, 2011 and 2012 prepared in accordance with IFRS, the consolidated financial statements of BTG Pactual
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Participations as of December 31, 2010 and as of and for the year ended December 31, 2011 and 2012
prepared in accordance with IFRS, the consolidated financial statements of BTGI as of and for the years
ended December 31, 2010, 2011 and 2012 prepared in accordance with IFRS and our combined financial
statements as of and for the years ended December 31, 2010, 2011 and 2012 prepared in accordance with
Brazilian GAAP have each been audited by Ernst & Y oung Terco Auditores Independentes S.S., independent
auditors registered with the CVM, in accordance with Brazilian and international standards on auditing as
stated in their report included elsewhere in this Prospectus.

Financial I nformation Included in Our Combined Financial Statements

We prepared our combined financial statements by combining balances of the assets and liabilities, as well as
results of operation, of Banco BTG Pactual and BTGI and by eliminating intercompany balances, as
applicable. The financia statements of BTGI, which were originally prepared and presented in accordance
with IFRS, were converted for the purpose of the combination from IFRS into Brazilian GAAP based on
adjustments arising from the differences between the IFRS and the Brazilian GAAP, as applicable. We also
converted the financial statements of BTG Pactua Participations and BTGI using (i) the year-end prevailing
exchange rate for assets and liabilities; and (ii) month-end prevailing exchange rates for income and expenses,
and recorded a corresponding gain or 1oss from such trandlation against their respective net equity.

BTGI is not an issuer of the Units, although holders of Units own an indirect equity interest in BTGI through
their ownership of equity interestsin BTG Pactua Participations. BTG Pactual Participations, one of the
issuers of the Units, isthe general partner of BTGI and is the vehicle for Unit holders to indirectly hold
interestsin BTGI, and, through its subsidiary BTG Bermuda Holdco, owns 21.9% of BTGI’s limited
partnership interests as of the date of this Prospectus. BTG Pactual Participations: (A) isthe genera partner of
BTGI, (B) does not engage in any other business activity, (C) owns all of the capital stock of BTG Bermuda
Holdco and (D) is the indirect holding company of al of the BTGI Class C partnership interests, including
those indirectly purchased by Unit holdersin the initial public offering of BTG Pactual in April 2012,
subsequent purchasers of Units and members of the Consortium. As aresult of the foregoing, the
Consolidated Income Statement (IFRS — audited) and Consolidated Balance Sheet (IFRS — audited) of BTGl
set forth below represent financial condition and results of operations that are identical to those of BTG
Pactual Participations. Except for the amounts recorded as net income attributable to controlling shareholders
and net income attributable to non-controlling interests, most of the line items included in the Consolidated
Income Statement (IFRS - audited) of BTG Pactual Participations are virtually the same as the respective line
itemsin the Consolidated Income Statement (IFRS — audited) of BTGI. Asaresult of the foregoing, al risks
of business and operations faced by BTGI are faced equally by BTG Pactual Participations.

Our combined financia statements were prepared solely to allow investors to evaluate the financial
information relating to the overall activities of BTG Pactual through a single set of financial statements. Our
combined financial statements, however, are not required to be presented by the Central Bank. Accordingly,
our combined financial statements do not represent the individual or consolidated financial statements of
Banco BTG Pactual and its subsidiaries nor BTGI and its subsidiaries, and should not be used as a basis for
the calculation of dividends and taxes or for the analysis of profitability or performance of such entities.

Selected Balance Sheets and | ncome Statements

The balance sheet and income statement of Banco BTG Pactual as of and for the years ended December 31,
2010, 2011 and 2012 are derived from and should be read in conjunction with the consolidated audited
financial statements and related notes of Banco BTG Pactual prepared in accordance with IFRS included in
this Prospectus. The balance sheet of BTG Pactual Participations as of the years ended December 31, 2011
and 2012 and the income statement of BTG Pactual Participations for the year ended December 31, 2012 are
derived from and should be read in conjunction with the consolidated audited financial statements and related
notes of BTG Pactual Participations prepared in accordance with IFRS and in reais included in this
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Prospectus. The balance sheet and income statement of BTGI as of and for the years ended December 31,
2010, 2011 and 2012 are derived from and should be read in conjunction with the consolidated audited
financial statements of BTGI and related notes prepared in accordance with IFRS included in this Prospectus.
Our combined balance sheet and combined 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 combined audited financial
statements and related notes prepared in accordance with Brazilian GAAP.

Emphasis Paragraphs Included in the Auditors’ Reports

The auditors’ reports to Banco BTG Pactual’s, BTG Pactual Participations and BTGI’s financial statements
included elsewhere in this Prospectus include emphasis paragraphs related to the matters described below.

Ernst & Young Terco Auditores Independentes S.S. has not performed an audit or review of BTGI’s and
Banco BTG Pactual’s financial statements for the six-month period ended June 30, 2013.

Banco BTG Pactual’s Financial Statements

Banco PanAmericano S.A., or Banco PanAmericano, which Banco BTG Pactual jointly controls with
CaixaPar Participacfes 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 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 hillion, 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—Significant
Acquisitions, Divestitures and Corporate Restructurings Affecting the BTG Pactual Group’s 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, asindicated in the reports
from Banco BTG Pactual’s auditors to its 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 Banco BTG Pactual’s audited consolidated financial statements as of and for the
year ended December 31, 2011 and 2012, Banco BTG Pactual was fully merged with (i) BTG ParticipacGes ||
S.A. and (ii) Copacabana Prince Participacfes S.A. Pursuant to the rules established by the Central Bank.,
Banco BTG Pactual’s 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 Banco BTG Pactual’s audited consolidated financial statements as of and for the
year ended December 31, 2010 and 2011, Banco BTG Pactual was fully merged with BTG Pactual
Investimentos S.A. Pursuant to the rules established by the Central Bank, Banco BTG Pactual’s auditors have
examined the procedures adopted in these mergers, which, in their opinion, complied with applicable
regulatory standards.

BTG Pactual Participations’ Financial Statements

Note 11 of the interim condensed consolidated financial statements for the six-month period ended June 30,
2013 describes the uncertainty related to the outcome of the lawsuit filed against the BTG Pactual
Participations’ jointly controlled entitiy ATLL Concessionariade La Generalitat de Catalunya S.A.

BTGI’s Financial Statements

Ernst & Young Terco Auditores Independentes S.S. previously audited our consolidated financial statements
as of and for the years ended December 31, 2011 and 2012, pursuant to which it issued an unqualified
opinion, dated February 19, 2013. As mentioned in note 2 to our financial statements as of and for the years
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ended December 31, 2011 and 2012 included elsewhere in this Prospectus, following such issuance of this
initial opinion, the BTG Pactual Group’s management identified a subsequent event previously undisclosed.
Asaresult, our consolidated financial statements as of and for the years ended December 31, 2011 and 2012
included in this Prospectus are restated pursuant to IASB |AS 10 — Events After the Reporting Period.
Consequently, the auditors’ opinion included in such financial statements considers those adjustments and
replaces the opinion formerly issued.

Our Unaudited Combined Adjusted | ncome Statement

In addition to the consolidated income statements of Banco BTG Pactual, BTG Pactual Participations and
BTGI presented in accordance with IFRS and combined income statement of the BTG Pactual Group
presented in accordance with Brazilian GAAP, this Prospectus also includes the BTG Pactual Group’s
unaudited adjusted income statement for the years ended December 31, 2010, 2011 and 2012 and a discussion
of such unaudited adjusted income statement. The BTG Pactual Group’s management believes that this
additional presentation of the BTG Pactual Group’s unaudited adjusted income statement provides
information which is more consistent with the manner in which the BTG Pactual Group’s publicly-traded
global investment banking competitors present financia information to the market.

The BTG Pactual Group’s unaudited adjusted income statement includes a revenues breakdown by business
unit, net of funding costs and other expenses allocated to such Unit, and a reclassification of certain other
expenses and costs for the years ended December 31, 2010, 2011 and 2012. The BTG Pactual Group’s
unaudited adjusted income statement is derived from the same accounting information that generated
accounting records used for preparing Banco BTG Pactual and BTGI’s audited income statementsin
accordance with IFRS, respectively, for the years ended December 31, 2010, 2011 and 2012. The
classification of the line items in the BTG Pactual Group’s adjusted income statement, however, is unaudited
and materially differs from the classification of the corresponding line items in Banco BTG Pactual and
BTGI’s income statements. The BTG Pactual Group’s 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 the BTG Pactual Group’s management does not rely
on thisinformation for decision-making purposes.

Below is a summary of certain material differences between the BTG Pactual Group’s unaudited adjusted
income statement and the BTG Pactual Group’s combined income statements presented in accordance with
Brazilian GAAP:
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Revenues

Expenses

Revenues from
our principal
investments

Unaudited Adjusted Income
Statement

Combined | ncome Statement

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

Our revenuesincluded in our
combined adjusted income statement
are presented net of certain expenses,
such astrading 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
combined 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 combined 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 and performance fees
paid to asset managers and other
fund service providers, including our
own asset management unit.

Our revenues are denominated in reais, the
functional currency of Banco BTG Pactual and
the reporting currency used in our combined
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 isin line with the classification
of the assets and liabilities, from which such
revenues are derived, reported in our combined
balance sheet. Revenues are presented without
deduction of corresponding financial or
transaction costs.

We present the break down of our expensesin
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 liabilitiesin our
inventory. General and administrative expenses
typically incurred to support our operations are
presented separately in our combined income
statement.

Revenues and expenses from principal
investments are included as part of different lines
items of our income statement, including interest
income/expenses, gain (losses) on financial
instruments held for trading and available for
sale, and share of profits of associates and joint
ventures. Losses from principal investments,
including trading losses and derivative expenses,
are presented as financial expensesin separate
line items.
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Revenues from
our sales and
trading unit

Revenues from
the BTG
Pactual Group’s
interest and
other

Revenues from
our corporate
lending unit

Revenues from
the BTG
Pactual Group’s
PanAmericano
unit

Salaries and
Benefits

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 from interest and other
correspond basically the cost of
funding of our net equity, whichis
the internal opportunity cost for
remunerating our net equity,
typically determined based on the
CDI rate. The cost of funding is
charged directly from our business
units’ revenues, and the ones
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). Revenues are
also impacted by the ineffectiveness
of the economic hedge of the net
equity exposure of foreign
investments.

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

Revenues consist of Banco BTG
Pactual’s proportional share of the
profits of Banco PanAmericano, and
are presented net of funding costs,
including the cost of funding the
BTG Pactual Group’s net equity.

Salaries and benefitsinclude mainly
compensation expenses and
corresponding social security
contributions.

Revenues from sales and trading are included in
numerous revenue line items of our combined
income statement, including marketable
securities, derivative financial income, foreign
exchange and compulsory investments. Losses
from sales and trading, including trading losses,
derivative expenses and funding and borrowings
costs are presented as financial expensesin
separate line items.

We generally do not have an income statement
line item corresponding to revenues relating to
interest and other because such item consists of
internal transactions (and, with respect to Banco
BTG Pactual, transactions between businesses
Units). We record the cost of third party funding
operations by issuing securities or entering into
other funding transactions (e.g. repurchase
agreements) differently in our and its income
statement.

We record such costs as interest expenses and
gain (losses) on financial instruments held for
trading, costs as funding operations and
borrowing and onlendings in itsincome
statement.

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

Banco BTG Pactual’s proportional share of
Banco PanAmericano is recorded as equity in the
earnings of associates and jointly controlled
entities.

Generally recorded as personnel expenses.
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Bonus

Retention
expenses

Administrative
and others

Goodwill
amortization

Tax charges,
other than
income tax

Income tax and
social
contribution

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 expenses are mostly comprised
of taxes applicable to our revenues
which, by their nature, are not
considered by us as transaction costs,
including PIS, Cofinsand ISS.

Income tax and other taxes
applicable to net profits.

Generally recorded as employees’ statutory
profit-sharing.

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 than
income taxes.

Generally recorded as income tax and social
contribution.

In addition, in preparing the BTG Pactual Group’s unaudited adjusted income statement for the years ended
December 31, 2011 and 2012, BTGI’s net exposure to foreign currencies (recorded as other comprehensive
income (expense) under the line item "currency trandation adjustments” in itsaudited income statement)
were reclassified and presented under the "interest and other" line item of the BTG Pactual Group’s adjusted
income statement. Such reclassification seeks to offset the effects of hedging instruments presented under the
"interest and other" line item. As a result of this reclassification, the BTG Pactual Group’s adjusted income
statement increased by R$298.3 million and R$282.4 million for the years ended December 31, 2011 and
2012, respectively. The BTG Pactual Group manages and evaluates its performance in reais, given that the
majority of its revenues and expenses are denominated in such currency.

The table below presents a comparison between the net income presented in BTGI’s and Banco BTG
Pactual’s audited income statements and the net income presented in the BTG Pactual Group’s unaudited
adjusted income statement for the years ended December 31, 2012, 2011 and 2010:

For the yearsended December 31,

2010 2011 2012

BTGI
Net income as reported - IFRS.........cooiiiiieer e 316.3 172.0 910.9
Differences between IFRS and Brazilian GAAP.........ccccovvveveecveiennene - (25.5) 1.0
Tranglation adjuUSIMENT ........ccooiiiieeeeccce e - 298.3 282.4
BTGI’s net income used on adjusted income statement..................... 316.3 444.7 1,194.3
Banco BTG Pactua
Net income as reported — Brazilian GAAP ... 810.9 1,477.0 2,061.2

1,127.2 1,921.7 3,255.6

The BTG Pactual Group net income as per adjusted income statement
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The differences discussed above are not exhaustive and should not be construed as a reconciliation of the
BTG Pactual Group’s adjusted income statement to the revenues presented in the BTG Pactual Group’s
combined income statements, as derived from the respective financial statements, or any combination thereof.
The business units presented in the BTG Pactual Group’s combined adjusted income statement should not be
presumed to be operating segments under |FRS because the management of the BTG Pactual Group does not
rely on such information for decision-making purposes. In addition, although its management believes that its
adjusted income statement is useful for evaluating the BTG Pactual Group’s performance, such adjusted
income statement is not based on Brazilian GAAP, IFRS, U.S. GAAP or any other generally recognized
accounting principles.

Assets Under M anagement

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 M anagement

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 clientsinvest 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.

Aver age Balances

Unless the context requires otherwise, average balances of government bonds portfolio, credit portfolio,
repurchase agreements, reverse repurchase agreements, CDB and CDI funding portfolio, broader credit
portfolio were calculated 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. Our broader credit portfolio, includes loans, receivables, advances
in foreign exchange contracts, marketable securities with credit exposures (including debentures, promissory
notes, real estate bonds, investment funds of credit receivables) and commitments (mainly letters of credit).
These average balances are equally applicable to all financial information included in this Prospectus,
regardless of whether such financial information is derived from our combined financial statements prepared
in accordance with Brazilian GAAP, the consolidated financial statements of Banco BTG Pactual prepared in
accordance with IFRS, the consolidated financial statements of BTG Pactual Participations prepared in
accordance with IFRS and the consolidated financial statements of BTGI prepared in accordance with IFRS.

Merchant Banking and Private Equity Activities

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 as well as our own capital.
When we, primarily through BTGI, make investmentsin private equity funds and, primarily through Banco
BTG Pactual, make investmentsin real estate assets, funds and investment vehicles, in each case managed by
Banco BTG Pactual, we refer to such activities as merchant banking activities. Merchant banking activities
are part of our principa investments business unit.
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M arket information

Theinformation contained in this Prospectus relating to Brazil and the Brazilian economy is based on
information published by the Central Bank, other public entities and independent sources, including the
National Association of Capital Markets Participants (Associacdo Brasileira das Entidades dos Mercados
Financeiro e de Capitais), or ANBIMA, the Brazilian Federation of Banks (Federacdo Brasileira de Bancos),
or FEBRABAN, the Brazilian Geography and Statistics Institute (Instituto Brasileiro de Geografia e
Estatistica), or IBGE, the Getulio Vargas Foundation (Fundagao Getllio Vargas), or FGV, the Brazilian
Association of Leasing Companies (Associacdo Brasileira de Empresas de Leasing), or ABEL, the National
Economic and Social Development Bank (Banco Nacional de Desenvolvimento Econémico e Social), or
BNDES, the National Monetary Council (Conselho Monetario Nacional), or CMN, and the Superintendency
of Private Insurance (Superintendéncia de Seguros Privados), or SUSEP, and the Sdo Paulo Stock Exchange
(BM&FBOVESPA S A. — Bolsa de Valores, Mercadorias e Futuros), or BM&FBOVESPA, among others.
Theinformation contained in this Prospectus 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
thisinformation isinaccurate in any material respect, we have not independently verified any such
information, and neither us nor the listing agent makes any representation as to the accuracy of such data.

Rounding

Certain percentages and other amounts included in this Prospectus have been rounded to facilitate their
presentation. Accordingly, figures shown astotals in certain tables may not be an arithmetical aggregation of
the figures that precede them.

Convenience Trandation

Solely for the convenience of the reader, we have converted certain amounts contained in " Summary,”
"Capitalization and Indebtedness," " Selected Financial and Operating Information,” and elsewhere in this
Prospectus from reaisinto U.S. dollars. Except as otherwise expressly indicated, the rate used to convert such
amounts was R$2.04 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 Prospectus is provided solely for your
convenience 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.
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Before March 14, 2005, there were two foreign exchange marketsin Brazil, the commercial rate exchange
market and the floating rate exchange market, where exchange positions of Brazilian banksin 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 afinancial 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, 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 Cambio e Capitais I nternacionais) 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 gpecific approvals or prior consent of the Central Bank are no longer required; and
¢ 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 aresult 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 U.S. dollar/real 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 U.S. dollar/real exchange rate was R$1.8758 per US$1.00. As
of December 31, 2012, the exchange rate for the real against the U.S. dollar was R$2.04 per US$1.00, and as
of October 7, 2013, such exchange rate was R$2.21 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 2.42 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 1.70 211 1.95 2.04

M onth Ended Low High Average®? Period End
January 2013 1.99 2.05 2.03 1.99
February 2013 1.96 1.99 1.97 1.98
March 2013 1.95 2.02 1.98 2.01
April 2013 1.97 2.02 2.00 2.00

May 2013 2.00 2.13 2.03 2.13
June 2013 212 2.26 2.17 2.22

July 2013 2.23 2.29 2.25 2.29
August 2013 2.27 2.45 2.34 2.37
September 2013 2.20 2.39 2.27 2.23
October (through October 7, 2013) 2.20 221 221 221

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

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."

61



USE OF PROCEEDS

We will not receive any proceeds in connection with the listing of the European Units and the underlying
securities on NY SE Euronext Amsterdam.
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The tables below show the capitalization and indebtedness of Banco BTG Pactual and BTG Pactual

Participations as of June 30, 2013.

Y ou should read this table together with the sections "Presentation of Financial and Other Information,”

"Summary— B.7 Selected Historical Key Financial Information and Results of Operation,” " Selected

Financial and Operating Information,” "Management’s Discussion and Analysis of Financial Condition and
Results of Operations,” and our financial statements and the related notes thereto included elsewhere in this

Prospectus.

The information set forth below is derived from the unaudited consolidated financial statements of Banco
BTG Pactual and BTG Pactua Participations as of June 30, 2013, which have been prepared in accordance

with IFRS.

Solely for the convenience of the reader, we have converted amounts from June 30, 2013 presented in the
capitalization and indebtedness tables from reais into U.S. dollars using the rate R$2.22 to US$1.00, which

was the exchange rate in effect as of that date.

Banco BTG Pactual Capitalization

(Unaudited) Asof June 30, 2013
(in R$ millions) (in US$ millions)

Total short-term debt..........cccoeveeeiieee e 136,359.1 61,545.0
GUANANTEEA ..ot e - -
SECUFEA™M ..ot nneen 51,472.7 23,232.0
Not guaranteed/UNSECUred............ccooereeeereneiee e 84,886.3 38,313.0
Total long-term debt..........ccovevieiiiiee e 21,715.8 9,801.3
(T = 1= = o S - -
SECUFEA™M ..ottt eneen 193.7 87.4
Not guaranteed/UNSECUred ............ccevereeeeeiesie e 21,522.1 9,713.9
EQUITY oot ee e enessses 11,312.1 5,105.7
CAPITA ...t et 6,462.5 2,916.8
OthEr FESEIVES ...ttt 4,849.6 2,188.9
NON-controlling INtEIESE .......ccceeeieireceree e 286.7 129.4
Total capitalization®..........oo.eeeeeeeeeeee e 169,673.7 76,581.4

(1) Secured debt corresponds to Open market funding and it is comprised basically of repurchase transactions.

(2) Totd capitalization corresponds to the sum of Financia liabilities held for trading, Derivative financia instruments,
Open market funding, Amounts payable to banks, Other financial liabilities carried at amortized cost, Tax liabilities,

Other liabilities, Total shareholders’ equity and non-controlling sharehol ders.
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Banco BTG Pactual Indebtedness
(Unaudited)

Total cash and cash equivalent

Open market INVESEMENTS........cooreerererereeee e
Amounts receivable from banks..........c.coovieeiiincciiiinnnee
Financia assetsheld for trading ..........ccccooevereineinen e
Financial assets designated at fair value through profit and loss......
Other loans and recaiVables...........ccccovriiccc i

[T 11 o ] 3y SRS
Open market fUNAING ......c.covviieieieece e e
Financid ligbilitiesheld for trading .........cccoooeieiiiniiieineee
Amounts payable to banks............cccccviiiereiii e
Other financial liabilities carried at amortized COSt........ccceveeeeennene
Other [1@hilITIES .....eveeeiiieeee e

Current financial debt ..........ceevviiiiieice e
Net current financial indebtedeness .........occceeeieeveieceee v,

Noncurrent financial indebtednes

NONCUITENE BSSEES.....evevveeieriireiteteeeteesteseeseetesbesrese e ebesresteseeresreneens
Noncurrent HabilitieS........cciiiiveiiieccece e s

Net Financial indebtedneSsS ......c.coveveeecieciiciee e

BTG Pactual Participations Capitalization
(Unaudited)

Not guaranteed/UNSECUrEd. ...........coueeveerereerenee e
Total long-term debt............cooiiiiiie e
GUAANEEEA®P ...

Non-controlling INtErest ..........ccoieieirene e
Total capitalization®...........c.oovveeeeeeeeeeeeeeeeee e

Asof June 30, 2013
(in R$ millions) (in US$ millions)

1,139.0 514.1
259194 11,698.6
4,940.2 2,229.7
58,976.0 26,618.5
20,387.5 9,201.8
4,335.1 1,956.6
11,909.1 5375.1
127,606.3 57,5944
(51,472.7) (23,232.0)
(32,241.9) (14,552.2)
(403.5) (182.1)
(24,190.8) (10,918.4)
(10,294.1) (4,646.2)
(118,603.1) (53,530.9)
9,003.2 4,063.5
15,060.4 6,797.4
(19,155.8) (8,645.9)
4,907.8 2,215.1

Asof June 30, 2013

(in R$ millions) (in US$ millions)
21,099.1 9,523.0
18,649.4 8,417.3

2,449.6 1,105.6
4,003.8 1,807.1
2,380,0 1,074,2
1,623,8 732,9
878.8 396.6
717.4 323.8
161.4 72.8
3,131.1 1,413.2
29,112.8 13,139.9

(1) Secured debt corresponds to Open market funding and it is comprised basically of repurchase transactions.

(2) Theseliabilities at amortized cost are unconditionally and irrevocably guaranteed by BTG Pactual Holding S.A..
Such guarantees are made in connection with the US$200 Million Credit Agreement with Citibank N.A. obtained on
February 5, 2013, the US$100 Million Senior Unsecured Term Loan with Bank of AmericaN.A obtained on
February 6, 2013 and the US$700.0 Million Senior Notes issued on April 10, 2013. See "Management’s Discussion
and Analysis of Financial Condition and Results of Operations—BTGI (and consequently, BTG Pactual
Participations) Indebtedness on pages 159 to 160 for further information.

(3) Total capitalization corresponds to the sum of Open market funding, Derivative financia instruments, Financial
liabilities held for trading, Financial liabilities at amortized costs, Payables to brokers, Other liabilities, Shareholders’

equity and non-controlling interest.




CAPITALIZATION AND INDEBTEDNESS

BTG Pactual Participations | ndebtedness
(Unaudited)

Total cash and cash equivalent

Cash a DaNKS ......cceoee e
Open market INVESEMENTS........ccoieereeereeeee e
Financia assets held for trading...........ccoceeeerenenciec e
UE FrOM DIOKEI'S ... e
[T 18 o ] 3SR
Open market fUNAING ........cooviereieieee e
Financid ligbilitiesheld for trading .........ccccooeiieienceneeeece
Financid ligbilities at amortized COSt........ccooeririereiieireiee e
DUE O DIOKENS......eeei et e e
Other [1@biliTIES.....cueeeeeeieereeiereie e e
Current financial debt.............cooeoiiiiieie e
Net current financial indebtedeness ..........ccoovvverercenen e

Noncurrent financial indebtedness

Financial liabilities at amortized COSt...........ccoeevevveeiceeeee e
Net Financial indebtednESS........c.ceecvvevveeeeeeerecee e

Asof June 30, 2013

(in R$ millions)

(in US$ millions)

340.6 153.74
2,593.9 1,170.72
18,333.0 8,274.49
2,181.6 984.67
23,449.1 10,583.62
(18,649.4) (8,417.33)
(1,571.5) (709.28)
(466.8) (210.68)
(281.8) (127.18)
(105.5) (47.60)
21,075.0 9,512.09
2,374.1 1,071.53
(2,225.1) (1,004.29)
149.0 67.24
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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,” and "Management’s Discussion and Analysis of
Financial Condition and Results of Operations.”

Banco BTG Pactual

Banco BTG Pactual prepares its consolidated financial statementsin reais in accordance with accounting
practices adopted in Brazil applicable to institutions accredited by the Central Bank, or 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 statementsinto International reporting Standards, as published by International
Accounting Standards Board (IASB)("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 intitutions that meet certain criteria are required to
prepare supplemental consolidated financial statements which follow certain of the IFRS, as adopted by the
IASB, as from December 31, 2010. However, as a result of Banco BTG Pactual’s registration as a public
company with the CVM and the ongoing regquirements of its status as a public company, it was required to
prepare consolidated financial statements for the years ended December 31, 2010, 2011 and 2012 in
accordance with IFRS to comply with CVM disclosure rules. Unless the context requires otherwise, any
reference to Banco BTG Pactual’s financial statements as of and for the years ended December 31, 2010,
2011 and 2012 in this Prospectus are to those consolidated financial statements of Banco BTG Pactual
prepared in accordance with IFRS. This Prospectus does not include financial statements of Banco BTG
Pactual for any period in accordance with Brazilian GAAP. See "Annex A: Differences Between Brazilian
GAAP and IFRS."

BTG Pactual Participationsand BTGI

BTG Pactual Participations and BTGI maintain their books and recordsin U.S. dollars and prepare financial
statements in accordance with IFRS. Pursuant to CVM Instruction No. 480/09, however, we are required to
prepare consolidated financial statements of BTG Pactual Participations and BTGI in reais. Therefore, any
reference to the financial statements (or lineitemsthat are included in or are derived from such financial
statements, such as shareholders’ equity or partners’ equity) of BTG Pactual Participations and BTGI in this
Prospectus are to those financial statements (or line items) prepared in reais. We converted the financial
statements of BTG Pactual Participations and BTGI using (i) the year-end prevailing exchange rate for assets
and liabilities; and (ii) month-end prevailing exchange rates for income and expenses, and recorded a
corresponding gain or loss from such tranglation against their respective net equity. BTG Pactual
Participations was incorporated in December 29, 2010 and therefore no management’s discussion and analysis
for the results of its operations for the year ended December 31, 2010 is provided asit has no results of
operations for that year.

Although BTGI’s consolidated financial statements as of and for the year ended December 31, 2009 are
included in this Prospectus (as well as an auditor’s report covering such period), unless otherwise indicated,
we are not providing disclosure of any type as of and for the year ended December 31, 2009 in this
Prospectus, including in the "Summary Financial Information," " Selected Financial and Operating
Information,” "Management’s Discussion and Analysis of Financial Condition and Results of Operations" and
"Business' sections.

The BTG Pactual Group

Our combined balance sheet and combined 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 combined audited financial
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statements and related notes prepared in accordance with Brazilian GAAP. The balance sheet and income
statement of Banco BTG Pactual as of and for the years ended December 31, 2011 and 2012 are derived from
and should be read in conjunction with the consolidated audited financial statements and related notes of
Banco BTG Pactual prepared in accordance with IFRS and in reaisincluded in this Prospectus. The balance
sheet of BTG Pactual Participations as of the years ended December 31, 2011 and 2012 and the income
statement of BTG Pactual Participations for the year ended December 31, 2012 are derived from and should
be read in conjunction with the consolidated audited financial statements and related notes of BTG Pactual
Participations prepared in accordance with IFRS and in reais included in this Prospectus. The balance sheet
and income statement of BTGI as of and for the years ended December 31, 2010, 2011 and 2012 are derived
from and should be read in conjunction with the consolidated audited financial statements of BTGI and
related notes prepared in accordance with IFRS included in this Prospectus.

The presentation of our combined income statement is based upon Brazilian GAAP, which our management
believesis 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 combined adjusted income statement is not based
on Brazilian GAAP, IFRS, U.S. GAAP or any other generally recognized accounting principals 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 combined 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 combined adjusted income
statement. Our combined adjusted income statement is derived from the same accounting information that
generated accounting records used for preparing our combined income statement in accordance with Brazilian
GAAP for the years ended December 31, 2010, 2011 and 2012. The classification of the line itemsin our
combined adjusted income statement, however, is unaudited and materially differs from the classification of
the corresponding line items in our combined income statement, as further described below. See "Presentation
of Financia and Other Information—Our Unaudited Combined Adjusted Income Statement."

We have translated some of the real amounts included in this Prospectusinto U.S. dollars. Y ou should not
construe these trandations as representations by us 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
trandated the real amounts using arate 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."

Banco BTG Pactual

Selected Consolidated Balance Sheets (IFRS — audited)
Asof December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)

Assets
Cash and balances at Central Bank ...........ccccveinevienene 1,622.5 1,3914 1,024.4 501.3
Financial assets at fair value through profit or loss
Financia assets held for trading..........ccccceveevveienieneenn, 34,582.8 36,291.8 62,592.7 30,630.1
Financial assets designated at fair value through
Profit @Nd [0SS.....cucuvreeeeereereeee e 23,269.8 7,728.6 6,324.1 3,094.7
Derivative financial instruments............cccceveveeieceeinens 3,329.7 3,271.9 9,993.9 4,890.6

Loans and receivables
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Open market iINVEStMENtS..........ccorvererereiene e 1,854.0 10,895.8 15,726.9 7,696.1
Amounts receivable from banks..........ccccoeeveerecveeeenenee. 86.7 958.6 1,917.8 938.5
Other loans and recalvables............ccoueeeeceeeivcieee i 4,238.3 8,278.5 10,324.5 5,052.4
Held-to-maturity financia assets..........ccocevveevveierieennn, - 3,788.5 4,100.4 2,006.6
Deferred tax @SSEtS .......ovvrvrerrieerieenest e 923.7 1,387.9 1,550.1 758.6
Other GSSELS.....cevveeiririeerie e e 2,746.5 6,900.9 6,998.7 3,424.9
Investment in associates and jointly controlled

L (=SS 0 733.3 2,561.1 1,253.3
Property, plant and equipment ..........ccccceeereneneie e 197.9 584 95.7 46.8
Intangible assets........coveveieene e 198.7 706.3 1,215.2 594.7
TOtal ASSELS....ccvceciecece e e 73,050.6 82,392.1 124,425.7 60,888.5

Liabilities and shareholders equity
Financid ligbilities at fair value through profit or loss

Financid liabilitiesheld for trading .........cccccveevvevienene. 19,053.0 13,215.4 11,637.5 5,694.9
Derivative financia instruments ..........ccoeevveecrnenene 3,382.6 3,178.2 10,149.3 4,966.6
Financial liabilities carried at amortized cost

Open market funding .........coceoeveenneinee e 30,800.2 29,949.2 49,064.9 24,010.2
Amounts payableto banks............ccccvvveeeieiiicieeen, 338.9 576.4 627.1 306.9
Other financial liabilities carried at amortized cost....... 11,891.9 22,850.8 30,993.3 15,166.8
Tax [1@DilIti€S ..cveeeeeeee e 570.0 759.9 1,535.2 751.3
Other liabilitieS.....c.cvveveereeeeereee e 1,476.2 5,316.8 9,975.7 4,881.7
Total shareholders’ equity and non-controlling

SNArEhOIdErS ... 5,5637.7 6,545.5 10,442.8 5,110.3
Total HahilItIeS.....coeeereicee e 73,050.6 82,392.1 124,425.7 60,888.5

Selected Consolidated I ncome Statement (IFRS — audited)

As of December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)

INtErESt INCOME..... e 1,789.4 3,1125 3,870.5 1,894.1
INEEESE EXPENSE. .v-vveeereeseeeeeeseesesseesseessessseessenssaneens (1,987.3)  (3,966.0) (4,446.2) (2,175.8)
Net interest iNCOME ........ccevveeeeiireseee e (198.0) (853.4) (575.7) (281.7)
Net gains on financial instruments .........ccccceeevvevienee. 1,277.1 1,906.0 4,081.1 1,997.1
Net exchange variations...........ccccveeveveecieiesieseeeeeeens 68.8 249.3 116.2 56.9
Fees and COMMISSIONS........coovreerieenerieeseesiee e 798.8 1,087.1 2,108.8 1,032.0
Share of profit in associates and jointly controlled
ENLIIES. ..ot - 85.5 282.7 138.3
Other operating iNCome/(EXPENSeS).............c.vevreeerreeenn. 151.7 61.2 (121.9) (59.7)
NEL FTEVENUES......ceeneeeeeeereeeeeesieneere et seeseseenes 2,098.4 2,535.6 5,891.2 2,882.9
AdMiNistrative EXPeNnSeS ........coeoeeererereeeeeesseeeeeeeeees (255.2) (355.5) (636.6) (311.5)
Personnel EXPeNSES ........coceeeerererereee e (457.1) (740.2) (1,542.2) (754.7)
Provisions for credit |0SSES.........cccooeiiieinieni e (7.0 (30.0) (468.3) (229.2)
Tax charges (other then income tax) ..........coc.eveeveneen. (183.9) (290.5) (283.3) (138.6)
Income before taxes and profit sharing...........ccccccueee. 1,195.1 1,119.4 2,960.9 1,448.9
Income tax and social contribution .............ccccceeevienene. (379.6) 220.2 (806.8) (394.8)
NEt iNCOME fOr thE YEAN ... 815.6 1,339.6 2,154.1 1,054.1
Net income attributable to:

Controlling shareholders.........ccceeeevevienieiene e 815.6 1,334.6 2,133.0 1,043.8

Non-controlling INtErestS.........ccovvvenereevireie e - 5.0 211 10.3
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Other comprehensive income
Exchange differences on translation of foreign

(o]0 - 0] <SR (13.6) 200.8 132.8 65.0
Total comprehensive income for the year ..................... 801.9 1,5404 2,286.9 11191
Total comprehensive income attributed to:
Controlling shareholders.........cccoveveievercieie e 801.9 1,535.4 2,265.7 1,108.7
Non-controlling iNtErestS.........cccovvvenereerireie e - 5.0 211 10.3

BTG Pactual Participations
Selected Consolidated Balance Sheets (IFRS - audited)
Asof December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)

Assets

Cash and cash equivalents..........cccccvvveveveeiciereeen, 995.5 319 78.8 38.6
Open market INVEStMENtS..........ccorererereieee e 5,745.5 2,995.9 11.2 55
Derivative financial instruments............ccccoveceeveneeinens 65.9 24.4 510.3 249.7
Financial assets held for trading.........cccceeevvevceerecennes 17,089.3 18,719.5 22,964.6 11,237.9
Financial assets availablefor sale........ccccceeeevevcveeevnens 182.9 480.4 1,044.9 511.3
Loans and receiVables.........cccvcvvveneeseceecceese e 347.0 376.2 721.8 353.2
Receivables from brokers........cccoooeeeeeceeeiccee e, 6,058.9 7,838.0 1,238.8 606.2
Non-current assets held for sale.........ccovvvvnnccnneeene, - - 338.5 165.6
Investment in associates and joint ventures................... - - 571.4 279.6
Other ASSELS......ooviueireeierie e 214.8 117.9 336.0 164.4
LG S = O 30,699.8  30,584.2 27,816.2 13,612.0
Liabilities and Shareholders’ equity

Open market funding ........ccoceoeveerrererree e 8,190.8 9,916.5 21,393.9 10,469.2
Derivative financia instruments ..........ccoeeevveecreenene 55.8 309.1 849.5 415.7
Financid ligbilitiesheld for trading .........cccccveevverienene. 13,963.5 4,979.9 855.8 418.8
Financial liabilities at amortized COSIS ..........ccoovreenennen 565.6 107.4 286.2 140.1
Payables to broKers ........ccccveeveeiivesces e 5,949.9 12,979.4 281.8 137.9
Other li@bilitieS.......cooeeeieirieerce e 236.0 91.5 105.5 51.6
Shareholders’ equity and non-controlling interest ........ 1,738.2 2,200.4 4,043.6 1,978.8
Total liabilities and shareholders’ equity ..................... 30,6998  30,584.2 27,816.2 13,612.0

Selected Consolidated | ncome Statements (IFRS — audited)
For theyear ended December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)

INtErESt INCOME....c.civiiiciee e - 54 48.0 235
INEErESt EXPENSE.....ccviiviieecieieee e e - (23.49) (88.9) (43.5)

Interest inCOME/eXPeNnseS, NEL........ccccvverereeeeesereeenenns - (18.0) (40.9) (20.0)
Gains (losses) on financial instruments held for
LUE="o ] 0o ST - 273.8 637.9 312.2
Gains (losses) on financial assets available for sale...... - - 546.9 267.6
Share of profit of associates and joint ventures............. - - (5.5) 2.7)
Fees and COMMISSION ....c.ooveirrieerieieries e - 99.9 - -
Other INCOME.....c.viviireeierieeree e - 24.3 435 21.3
TOtal INCOME ....cceeeiececececee e - 379.9 1,181.9 578.4
AdMINistrative EXPeNnSeS ........coeoeeererereeeeeesseeeeeeeeeas - (122.1) (207.6) (101.6)
Personnel EXPeNSES ........coceeeerererereee e - (74.9) - -
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Other EXPENSES......coieeeieieeeee et - (10.9) (63.4) (31.0)
TOtal EXPENSES.....eeeveeeieeereeieeseeie et es - (207.9) (271.0) (132.6)
Netincomefor theyear........ccccevvvevevcccies e - 1719 910.9 4458
Net income attributed to:
Controlling shareholders.........coccoeererenriene e - - 58.7 28.7
Non-controlling shareholders..........c.cooeirieniiiincnene. - 171.9 852.1 417.0
0,01 cm Other comprehensive income
Financial assets available for sale - - (14.2) (6.9
Trangation adjustments ........cccceveevvevesereei e - 291.6 3229 158.0
Total comprehensive income for theyear ..................... - 4635 1,219.7 596.9
Total comprehensive income attributed to:
Controlling shareholders.........coccoeererenriene e - - 89.3 43.7
Non-controlling shareholders.........cccoooeveveiieniennnnne. - 463.5 1,130.3 553.1
BTGI

Selected Consolidated Balance Sheets (IFRS — audited)

As of December 31,

2010 2011 2012

2012

(in R$ millions)

(in US$ millions)

Assets

Cash and cash equivalents 995.5 319 78.8 38.6
Open market INVEStMENES........ccceveieieverieeei e 5,745.5 2,995.9 11.2 55
Derivative financia instruments ..........ccoeeevveecreenene 65.9 244 510.3 249.7
Financia assets held for trading..........ccceceveevveieniennenn 17,089.3 18,719.5 22,964.6 11,237.9
Financial assets availablefor sale .........cocecvvenncennn. 182.9 480.4 1,044.9 511.3
Loans and recaiVables..........ovevvrinnennieneenseneees 347.0 376.2 721.8 353.2
Receivables from brokers........cocoooceeeeceeeiciee e, 6,058.9 7,838.0 1,238.8 606.2
Non-current assets held for sale........ccceevvvevceeiviicnnnns - - 3385 165.6
Investment in associates and joint ventures................... - - 5714 279.6
Other ASSELS.....ccuicieiceictecteeieeee et 214.8 117.9 336.0 164.4
TOE ASSELS....vovvvreesereseeeseeess st 30,6998  30,584.2 27,816.2 13,612.0
Liabilities and Shareholders’ equity

Open market funding .........oceoeveeereeeriree e 8,190.8 9,916.5 21,393.9 10,469.2
Derivative financial instruments............cccoovveveieceeinens 55.8 309.1 849.5 415.7
Financid ligbilitiesheld for trading ..........cccceeevereenne 13,963.5 4,979.9 855.8 418.8
Financial liabilities at amortized costs 565.6 107.4 286.2 140.1
Payables to brokers ........coeovvveereenne e 5,949.9 12,979.4 281.8 137.9
Other liabilities.......ccocveeeeiriceecececeeee e 236.0 915 105.5 51.6
Shareholders” eqUIty .......ccccvveveveeieiiierie e 1,738.2 2,200.4 4,043.6 1,978.8
Total liabilities and shareholders’ equity ...................... 30,699.8  30584.2 27,816.2 13,612.0
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Selected Consolidated | ncome Statements (IFRS — audited)

For theyear ended December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)

INtErESt INCOME......coviiicieeree e 54.8 5.4 48.0 235
INEErESt EXPENSE.....ccviiviieecieieeie e (54.1) (23.4) (88.9) (43.5)

Interest incCOME/eXpPenses, NEt........cccccverereeeerenereennenn 0.7 (18.0) (40.9) (20.0)
Gains (losses) on financia instruments held for 452.2 273.8
L= o 1 0T F TSP 637.9 312.2
Gains (losses) on financial assets available for sale...... - - 546.9 267.6
Share of profit of associates and joint ventures............. - - (5.5) 2.7)
Feesand COMMISSION ........coooriiirenceee e 116.7 99.9 - -
Other INCOME.......oeieecee e 27 24.3 435 213
TOtal INCOME ... e 572.3 379.9 1,181.9 578.4
AdMiNistrative EXPeNnSeS ........coeoeeererereeeeeesseeeeeeeeees (141.3) (122.1) (207.6) (101.6)
Personnel EXPENSES .......ccoveveveeiiiescee e (97.0) (74.9) - -
Other EXPENSES......ccvceciiceseee et (17.8) (10.9) (63.4) (31.0
TOtal EXPENSES.....eeveveerieiesieieieesie e aens (256.1) (207.9) (271.0) (132.6)
Net incomefor theyear........ccccevvienevcccies e 316.2 171.9 910.9 4458
Other comprehensive income

Financial assets available for sale - - (14.2) (6.9
Trangation adjustments ........cccceveeevivesereei e (71.7) 291.6 3229 158.0
Total comprehensive income for theyear ..................... 2445 463.5 1,219.7 596.9
The BTG Pactual Group

Selected Combined Balance Sheet (Brazilian GAAP — audited)

Asof December 31,
2010 2011 2012 2012
(in R$ millions) (in US$ millions)

Assets
Cash and bank depoSitS.......cccvvveeeieiinerees e 1,725.3 545.5 608.9 298.0
Interbank iNVEStMENES ........covveeeeereerere e 31,295.7 22,5789 23,980.1 11,734.8
Marketable securities and derivatives..........ccccceevveenee. 53,509.7 62,036.6 98,439.8 48,172.2
Interbank transactions..........oeceeeveinnenncneceeeee 134.1 876.7 475.0 2324
I O SP 4,049.8 5,041.3 7,990.4 3,910.2
Other recaiVables.........ccveireinrcene e 11,895.9 19,977.4 15,184.7 7,430.7
(@191 g S5 £ 425 271 36.0 17.6
Permanent aSSet..........coeerreerieernieere s 403.0 1,405.4 4,068.3 1,990.8
TOtE BSSELS....ceveveereeerie e 103,056.1  112,488.9 150,783.2 73,786.7
Liabilities

DEPOSIES ..ttt 10,573.5 14,137.7 14,605.9 7,1475
Open market fTunding ........cccooevveveeienesecee e 49,729.5 48,977.4 74,044.5 36,234.2
Funds from securities and accepted.........ccoceoerererenenne. 1,305.7 3,774.6 8,480.1 4,149.8
Interbank transactions..........coeeeeveennenneneceeen 0.0 0.0 0.4 0.2
Loans and onlendings..........ccceerereeneneeeenereeesese e 722.7 1,027.1 2,191.0 1,072.2
DENVALIVES ...t 2,219.6 3,181.5 8,628.7 4,2225
Subordinated liabilities.........coveirrerneinreee 0.0 4,158.3 6,246.1 3,056.6
Other liabilitiES.....c.cvveeeereeeeeeeeee e 31,134.3 28,448.4 22,2415 10,884.0
Deferred iNCOME..........ociriierieenre e 24.3 31.6 111.9 54.8
Shareholders’” equIty ........ccoceveeeiererere e 7,346.4 8,540.1 14,145.0 6,921.9
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Non-controlling iNterest ..........ccevvvesereeieiesriesieeeeeeenns 0.0 212.2 88.1 43.1
Total HaDilItIeS...c.coveeeieiereee e 103,056.1 112,488.9 150,783.2 73,786.7
Selected Combined Income Statements (Brazilian GAAP — audited)
As of December 31,
2010 2011 2012 2012
(in R$ millions) (in US$ millions)
Financial iNCOME.........o.ovueveeceeeeecreeeee s sessnseeees 4,044.5 6,627.1 10,025.3 4,905.9
0 S 369.1 1,014.3 1,373.7 672.2
S o U1 =T 3,279.8 5,322.1 8,046.0 3,937.4
Derivative financial instruments...........ccocceeeeveverenen 326.8 - 426.0 208.5
Foreign EXChan@e .......cccoeveeeeeeiesesec e 68.9 249.6 116.5 57.0
Mandatory INVESIMENtS........ccccvvivenereeieies e - 41.1 63.2 30.9
FinanCial EXPENSES ........ccevvmvereeneeenseeeeseesseeeiessenseneees (2/482.6)  (4,577.2) (5,313.8) (2,600.3)
FUNding Operations...........ccoeoeeererenenee e (2,503.4) (4,018.8) (4,258.0) (2,083.7)
Borrowing and onlending..........c.ccooerereenienceneceenene 27.8 (524.2) (587.5) (287.5)
Derivative financial instruments...........ccoceeeerererenenn - (4.2) - -
Allowance for loan losses and other receivables........... (7.0) (30.0) (468.3) (229.2)
Net financia INCOME.......coevrriririiie e 1,561.9 2,049.8 4,711.5 2,305.6
Other operating income (EXPENSES) .......ccovvverveeererrereenes 221.9 107.7 242.9 118.9
Income from servicesrendered ..........ccoveererecrnenene. 819.7 1,115.3 2,003.5 980.4
Personnel EXpENSES .......cceveeeeiineseee e (278.1) (395.4) (606.0) (296.6)
Other administrative eXPensesS .......ccoocverereeeerereseeenene (306.2) (382.6) (666.9) (326.4)
TaX CRAIQES ..o e (196.3) (290.5) (286.6) (140.2)
Equity in the earnings of associates and jointly
CONLFONEH ... e - (3.5 240.3 117.6
Other operating iNCOME.......coevveeeeiesiereeee e 243.6 167.8 153.4 75.1
Other Operating EXPENSES............ovvvvvreerevesreesesssesseseens (60.8) (103.5) (594.9) (291.1)
Operating iNCOME. .....cceiiierieieeeeeese e 1,783.8 2,157.5 4,954.4 2,4245
Non-operating inCOmMe (EXPENSES) ......cceervereererereereenens (24.8) 9.2 (12.0) (5.9
Income before taxation and profit sharing .................... 1,759.0 2,166.7 4,942.4 2,418.6
Income tax and socia contribution .............c...ccceveen.... (380.7) 200.4 (727.5) (356.0)
Provision for inCOMe taXx ........ccccoevverereeeeniene e (71.1) (125.6) (607.5) (297.3)
Provision for socia contribution...........c.cccceeiiiineene (39.7) (54.6) (285.7) (139.8)
Deferred income tax and social contribution................. (269.9) 380.6 165.7 811
Statutory profit SNaring .........ccceeeeeeereneneies e (251.1) (440.4) (938.2) (459.1)
Non-controlling iNterest ..........ccevvenereeieiesrieeeeeeeenns - (5.0 (21.1) (10.3)
Net iNCOMe fOr the YA ..........vveeveeeeeeeeeeeees e 1,127.2 19217 3,255.6 15931
INEErESE ON EOUILY ... vvvevereereeeeeeeseeeseeseeeseesseesseesseseseeens (15.4) (319.0) (440.0) (215.3)
Adjusted Income Statement (Unaudited)
For theyear ended December 31,
2010 2011 2012 2012
(in R$ millions) (in US$ millions)
Investment banking...........cccooeoeiiienein e 358.3 376.7 448.0 219.2
Corporate 1ending .........ccooeeerererene e 2511 366.4 564.6 276.3
Salesand trading.......cccoveeeveeeerrerese e 658.6 1,012.2 1,517.3 7425
AsSSEt MaNagemMENt .......cccvveeririeie e 3745 507.1 1,190.2 582.4
Wealth management...........cccceeevveneniciei e 106.8 149.7 201.7 98.7
PanAmMEriCan0.........ccuveeeirise e - (52.0) (244.5) (119.6)
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Principal iNVestments..........ccccooeiivenciniesee e 484.0 181.6 2,338.2 1,144.2
Interest and other 191.4 659.3 802.0 3925
TOtal REVENUES........coeeviciecieeiee ettt 2,424.7 3,201.0 6,817.6 3,336.2
(192.2) (236.4) (326.0) (159.5)

(65.7) (40.3) (5.9 (2.9)

(257.3) (521.0) (1,168.6) (571.9)

(259.1) (327.2) (539.5) (264.0)

(8.9) (3L.2) (467.4) (228.7)

(133.9) (181.2) (241.9) (118.2)

(916.6) (1,337.3) (2,748.8) (1,345.1)

Earnings before taxes..........ccoeoeieienceeeneeec e 1,508.1 1,863.7 4,067.7 1,990.6
INCOMEEAX ...cviiveeeieri ettt sttt sre et eeens (381.0) 57.9 (812.2) (397.5)
NEEINCOME oo 11272 19217 3,255.6 1593.1
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MANAGEMENT’S DISCUSSION AND ANALYSISOF 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. Currently, we
have offices on four continents, and provide a comprehensive range of financial servicesto a Brazilian and
global client base that includes corporations, institutional investors, governments and high net worth
individuals, or HNWI. 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 Salesand Trading, which offers financial products and servicesto adiverse group of clientsin local
and international markets, including market-making, brokerage and clearing services, and derivatives,
interest rate, foreign exchange, equities, energy and commaodities transactions for hedging and trading
pUrposes,

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

* 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

« 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
investmentsin avariety of financia instrumentsin global markets, which investments are primarily
managed by our asset management unit.

We are committed to further expand our platform outside of Brazil and in 2012, Banco BTG Pactual acquired
Celfin, aleading broker dealer in Chile that also operatesin Peru and Colombia, and Bolsay Renta, aleading
broker dealer in Colombia. Both Celfin and Bolsay 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 Bolsay Renta represent milestonesin our efforts
to replicate our history of successin Brazil throughout Latin America, and uniquely position us as atrue
leader throughout the region.

Banco BTG Pactual and BTGI are sister entities that have the same ultimate beneficial owners. Banco BTG
Pactual, the principal operating company in the group, was founded as a small broker-dealer, and has grown
by creating new business units and expanding the activities within these business units. BTGI, the investment
vehicle for many of BTG Pactual’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 BTG Pactual, and has no operating activities or employees. Its assets are
managed by Banco BTG Pactual’s asset management unit, which receives arm’s length fees and commissions
from BTGl for its services. Such fees and commissions are primarily recorded by Banco BTG Pactual as
revenue in its asset management unit.
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BTGI isnot an issuer of the Units, athough holders of Units own an indirect equity interest in BTGI through
their ownership of equity interestsin BTG Pactual Participations. BTG Pactual Participations, one of the
issuers of the Units, isthe general partner of BTGI and is the vehicle for Unit holders to indirectly hold
interestsin BTGI, and, through its subsidiary BTG Bermuda Holdco, owns 21.9% of BTGI’s limited
partnership interests as of the date of this Prospectus. BTG Pactual Participations. (A) isthe genera partner of
BTGI, (B) does not engage in any other business activity, (C) ownsall of the capital stock of BTG Bermuda
Holdco and (D) isthe indirect holding company of al of the BTGI Class C partnership interests, including
those indirectly purchased by Unit holdersin the initial public offering of BTG Pactua in April 2012,
subsequent purchasers of Units and members of the Consortium. As aresult of the foregoing, the
Consolidated Income Statement (IFRS — audited) and Consolidated Balance Sheet (IFRS — audited) of BTGI
set forth below represent financial condition and results of operations that are identical to those of BTG
Pactual Participations. Except for the amounts recorded as net income attributable to controlling sharehol ders
and net income attributable to non-controlling interests, most of the line itemsincluded in the Consolidated
Income Statement (IFRS — audited) of BTG Pactual Participations are virtually the same as the respective line
items in the Consolidated Income Statement (IFRS — audited) of BTGI. As aresult of the foregoing, all risks
of business and operations faced by BTGI are faced equally by BTG Pactual Participations.

M acr oeconomic Environment

Most of BTG Pactual’s business activities are conducted in Brazil. Accordingly, BTG Pactual is significantly
affected by the general economic environment in Brazil. In addition, BTG Pactual derives substantial
revenues from non-Brazilian securities and, therefore, is 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 difficultiesin
Europe, impacted Brazil’s stock market, which decreased 18.1% in 2011 as measured by the IBOVESPA
index.

After afirst half of 2011 marked by risk events and political turmoil in Greece, electionsin 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 appeared to reflect supply side constraints. Credit
aggregates showed moderate growth in 2012 but overall credit conditions have improved in recent months,
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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 arow in August 2012, before
showing some accommodation in September 2012. There were also signs of more adjusted inventories.

Brazil’s IPCA consumer price index at the end of 2012 was 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 as aresult of theincrease in food prices. In 2012, food consumed at home
prices increased 10.04% mostly due to climatic problems and rose much more than the 5.43% 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 bpsin 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 Palitica Monetaria), or COPOM. Since the commencement of the
monetary easing cyclein 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.

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 GEOWEN ... eeeeeee s eeeeeeee e 7.53% 2.73% 0.87%
(o0 T 1= TN 9.71% 11.60% 8.37%
TILP) et 6.00% 6.00% 5.25%
SELIC TAE? ...t s s s sns e 10.75% 11.00% 7.25%
Appreciation (depreciation) of real against the U.S. dollar™.................... 347%  (11.98)% (8.57)%
Selling exchange rate (at period end) R$per US$1.00% ..........oovvvervencne. R$1.67 R$1.88 R$2.04
Average exchange rate R$per USSL.00 .o R$1.76 R$1.67 R$1.95
INFIEEON (IGP-M)7 ..ot 11.32% 5.10% 7.81%
INFIEEON (IPCA)® oo 5.91% 6.50% 5.84%

Sources. BNDES, Central Bank, IBGE and Economédtica.

(1) TheInterbank Deposit Certificate (Certificado de Depdsito Interbancério), or CDI, isthe average daily interbank
deposit rate in Brazil (at the end of each month and annually).

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

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

(4) Caculated 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) Thesdling 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) Theinflation rate isthe general index of market prices (indice Geral de Precos — Mercado) or IGP-M, as calculated
by FGV.

(8) Theinflation rate is the Consumer Price Index, as cal culated by the IBGE.
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Significant Factors Materially Affecting Banco BTG Pactual’s and BTGI’s, and consequently, BTG
Pactual Participations’ Financial Condition and Results of Operations.

Banco BTG Pactual and BTG Pactual Participations (through BTGI) face a variety of risks that are substantial
and inherent to their businesses, including market, liquidity, credit, operational, legal, regulatory and
reputational risks. A summary of significant factors that could affect their businesses follows below. For a
further discussion of these and other important factors that could affect their businesses, see "Risk Factors—
Risk Factors Relating to Our Business and Industry.” For adiscussion of how management seeks to manage
some of these risks, see "—Risk Management” below.

Market Conditions and Market Risk

The financial performance of BTG Pactual’s 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 geopoalitical 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. BTG Pactual’s businesses and profitability have been
and may continue to be adversely affected by market conditions in many ways, including the following:

e BTG Pactual’s business units, such as the principal investment unit (which is conducted both by
Banco BTG Pactual and BTGI) and corporate lending unit (which is conducted by Banco BTG
Pactual), have exposures to debt securities, loans, derivatives, mortgages, equities (including private
equity) and other types of financia instruments. In addition, Banco BTG Pactual maintains an
inventory of securities on its balance sheet to facilitate its clients’ activitiesin its sales and trading
unit, including its market-making business. As aresult, BTG Pactual commits large amounts of
capital to maintain financial instrumentsin its trading book and, in the case of Banco BTG Pactual,
loans and other debt instrumentsin its banking book. The majority of these long and short exposures
to financial instruments is marked-to-market on a daily basis and, as a result, declines in asset values
directly and immediately impact our respective earnings, unless such declines have been effectively
"hedged." Even with respect to financial instruments that are not marked-to-market, declinesin asset
values may still eventually impact earnings, unless exposures to such declines have also been
"hedged." 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 BTG Pactual do so, the
hedge may be ineffective or may greatly reduce the ability to profit from increases in the values of
the assets. Sudden declines and significant volatility in the pricesin 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 may
reduce our ability to limit losses in such positions, which could require us, as the case may be, to
maintain additional capital and increase funding costs.

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

e Intherecent past, all of BTG Pactual’s business units, particularly our investment banking unit
managed by Banco BTG Pactual were 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 Banco BTG Pactual’s investment banking activities,
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 financial advisory transactions.

e Certain of our sales and trading and principal investment activities depend on market volatility to
provide trading and arbitrage opportunities, and decreases in volatility may reduce these
opportunities and adversely affect the results of BTG Pactual’s sales and trading and principal
investments business units. However, while increased volatility can increase trading volumes and
spreads, such volatility also increases risk as measured by VaR (Vaue at Risk) and may expose usto
increased risks in connection with BTG Pactual’s sales and trading and principal investments units or
cause us to reduce the size of these unitsin order to avoid increasing our VaR. Limiting the size of
BTG Pactual’s sales and trading or principal investment units could adversely affect us.

e The performances of BTG Pactual’s asset management and wealth management units, conducted
through Banco BTG Pactual, are directly influenced by prevailing economic conditionsin Brazil and
elsewhere. These activities generally depend on, among other factors, assumption by its clients
(including us) 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 Banco BTG Pactual’s clients to transfer their
assets out of its funds or affect its ability to attract new clients or additional assets from existing
clients and result in reduced net revenues from these activities. Banco BTG Pactual receives
management fees based on the value of its clients’ portfolios or investment in funds managed by it
and, in many cases, it also receives performance fees based on increases in the value of such
investments, including such fees paid by BTGI. Declines in asset values reduce the value of Banco
BTG Pactual’s clients’ portfolios or fund assets, including those in which it invests, which in turn
reduce the management and performance fees it earns for managing such assets.
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Liquidity Risk
Liquidity is essential to BTG Pactual’s business. BTG Pactual’s liquidity may be impaired by an inability to
access secured and/or unsecured funding, an inability to access funds from subsidiaries or to sell assets or
redeem investments, or by unforeseen outflows of cash or collateral. This situation may arise dueto
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, as the case may be, 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 viaour private equity activities.

The financial instruments that we hold and the contracts to which we are party to often do not have readily
available markets to access in times of liquidity stress, asin 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). Furthermore, 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, asislikely 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
accessto liquidity.

Our credit ratings are a significant factor affecting our liquidity. A reduction in credit ratings could adversely
affect our liquidity and competitive position, increase borrowing costs, limit access to capital markets or
trigger certain obligations under bilateral provisionsin certain trading and collateralized financing contracts to
which we are party. Under these provisions, counterparties could, for example, be permitted to terminate
contracts with us, or require us to post additional collateral. Termination of trading and collateralized
financing contracts could cause usto sustain losses and impair our liquidity by requiring us to find other
sources of financing or to make significant cash payments or securities transactions.

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 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 certain 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, as applicable. While in many cases
we are permitted to require additional collateral by counterparties that experience financia 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.

Through Banco BTG Pactual, BTG Pactual finances its clients’ positions as part of its sales and trading
business, and it could be held liable for defaults or misconduct by its clients. Although Banco BTG Pactual
regularly reviews and manages 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 businessinitiatives lead it to transact with a broader array of clients and
counterparties and expose it to new asset classes and new markets.
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AsBTG Pactual has grown over the past severa years, the amount and duration of our credit exposures has
increased, and the number of entities to which we have credit exposure has also increased. Due to the
wholesale nature of Banco BTG Pactual’s business, there is a natural concentration of risk in its credit
portfolios.

The credit risk analysis of transactions and counterpartiesis performed by a credit committee for BTGI and an
independent area (Credit Risk Control) for Banco BTG Pactual. The approval forum for both entitiesis the
Credit Risk Committee, where the consent of both business and control functionsis required.

Operational Risk

Banco BTG Pactual’s and BTGI’s (and consequently, BTG Pactual Participations’) businesses are highly
dependent on the 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 Banco BTG Pactual provides
to clients, must often adhere to jurisdiction or client specific guidelines as well aslegal, tax and regulatory
standards. Banco BTG Pactual and BTGI (and, thus, BTG Pactual Participations) rely on proprietary and third
party vendor systems to conduct such transactions, and the integrity of these systems, including data
protection and the avoidance of unauthorized access, is critical to Banco BTG Pactual and BTGI’s ability to
conduct business. Accordingly, a disruption in the technology and infrastructure that supports these
businesses and the communities in which they are located may adversely impact Banco BTG Pactual and
BTGI (and, thus, BTG Pactual Participations). A disruption may involve unauthorized access, electrical
failures, communications, internet, transportation or other services used by BTG Pactual or third parties with
which it conducts 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 Banco BTG Pactual or BTGI’s ability to conduct business.

Legal and Regulatory Risk

Banco BTG Pactual and BTGI (and, consequently, BTG Pactual Participations) are subject to extensive and
evolving regulation in jurisdictions around the world. Firms in the financia servicesindustry have been
operating in an increasingly difficult regulatory environment in recent years. Recent market disruptions have
led to numerous proposals for significant additional regulation of the worldwide financia servicesindustry.
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 BTG Pactual to
differentiate itself 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 or its business.

Asafinancia institution, Banco BTG Pactual is generally subject to capital requirements on a consolidated
basis set forth by the Central Bank, and certain of its subsidiaries are al so subject to capita requirements
based on standards adopted by local (i.e., host) regulators by which they are also supervised on a stand-alone
basis. Complying with these requirements may require Banco BTG Pactual to liquidate assets or raise capital
in a manner that adversely increases its funding costs or otherwise adversely affectsits 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 its financial condition.

Like other ingtitutions that operate in the financial segmentsin which BTG Pactua operates, we and Banco
BTG Pactual face some litigation risks, including potential litigation involving securities fraud, conflicts of
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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."

Through Banco BTG Pactual’s subsidiaries in the United States, Banco BTG Pactual is also subject to
extensive regulation under U.S. law and regulations, including oversight by FINRA and the SEC. Through
BTG Pactual Europe LLP, one of Banco BTG Pactual’s operating entities authorized by the FCA to provide
investment services in the United Kingdom, it is additionally subject to the supervision of the FCA and
related regulatory requirements in the United Kingdom. In addition, through BTG Pactual Asia, one of Banco
BTG Pactual’s operating entities authorized by the Hong Kong Securities and Futures Commission, or the
SFC, Banco BTG Pactual must also comply with applicable SFC requirements and related regulatory
reguirements of Hong Kong. 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 United States 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." In addition, we are generally
subject to Bermudan laws (see "Regulatory Overview—Regulation in Bermuda'). Celfin and Bolsay Renta
are also subject to regulatory capital requirements determined by Chilean and Colombian laws and regulators,
respectively, calculated based on their own capital.

Tax Risk

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

Banco BTG Pactual and BTGI (and, consequently, BTG Pactual Participations) are subject to the tax laws of
the applicable jurisdictions in which we conduct business. 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, Banco BTG Pactual (including on BTGI’s behalf) 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 |oss, and taxes paid, to their respective jurisdictions. It is possible that tax
authorities could require that items of income or |oss be reallocated among, or disallowed for, Banco BTG
Pactual and BTGI’s (and, accordingly, BTG Pactual Participations) respective subsidiaries, or could levy tax
assessments on our subsidiaries in a manner that adversely affects us, as the case may be.

Banco BTG Pactual’s tax department is accountable for managing tax risks for BTG Pactual and also for
supporting al of BTG Pactual’s business units and administrative areas. All potential risks are promptly and
clearly reported to the Senior Management Team. Our tax planning is conducted by the asset management
unit of BTG Pactual, which, through Banco BTG Pactual, aso provides investment advisory services to our
proprietary funds and other investments.

Disputes may occur regarding Banco BTG Pactual’s views with respect to a tax position, including tax
positions affecting BTGI. 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 such dispute
arises. Banco BTG Pactual regularly reviews whether it or BTGl may be assessed additional taxes as a result

81



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

of the resolution of these matters, and additional reserves may be recorded as appropriate. Additionally,
Banco BTG Pactual may revise its estimate of taxes due to changesin tax laws, regulatory instructions, legal
interpretations and tax planning strategies, including on behalf of BTG Pactual Participations or BTGI. Banco
BTG Pactual is aso 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 revisionsin its
estimate of taxes may materially affect Banco BTG Pactual and BTGI in any reporting period.

Reputational Risk

The success of Banco BTG Pactual and BTGI (and consequently, BTG Pactual Participations) businessesis
highly dependent on BTG Pactual’s reputation and, as result, BTG Pactual maintains principles and practices
that it believes conform to the highest ethical standards. Banco BTG Pactual (including on BTGI’s behalf
through the asset management business unit) carefully and selectively reviews transactions and services
before it accepts an engagement in order to minimize any potential damage to its reputation. We believe that
damage to BTG Pactual’s reputation can arise from (i) doing business with controversial counterparties or
clients, (ii) the social, environmental or public impact of atransaction performed or facilitated by it, (iii) any
action or decision that does not conform to the letter and spirit of the law and regulations to which Banco
BTG Pactual or BTGI’s clients are subject and (iv) the perceptions of Banco BTG Pactual’s clients,
counterparties, investors and regulators, or the public in general, with respect to the foregoing. To ensure the
appropriate monitoring of reputational risks, BTG Pactual maintains a Code of Conduct (applicable to both
Banco BTG Pactual and BTG Pactual Participations and their respective subsidiaries), which sets forth its
principles regarding ethical business standards. In addition, BTG Pactual provides specific guidance on
various topics in the form of internal policies and procedure manuals and offers extensive training for its
entire staff.

Audited Financial Statements
Applicable Accounting Standards
Banco BTG Pactual

Banco BTG Pactual preparesits consolidated financial statementsin reaisin 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 statementsinto 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 ingtitutions that meet certain criteria are required to prepare supplemental consolidated financial
statements which follow certain of the IFRS, as adopted by the IASB, as from December 31, 2010. However,
as a result of Banco BTG Pactual’s registration as a public company with the CVM and the ongoing
reguirements of its status as a public company, it was required to prepare consolidated financial statements for
the years ended December 31, 2010, 2011 and 2012 in accordance with IFRS to comply with CVM disclosure
rules. Unless the context requires otherwise, any reference to Banco BTG Pactual’s financial statements as of
and for the years ended December 31, 2010, 2011 and 2012 in this Prospectus are to those consolidated
financial statements of Banco BTG Pactual prepared in accordance with IFRS. This Prospectus does not
include financial statements of Banco BTG Pactual for any period in accordance with Brazilian GAAP. See
"Annex A: Differences Between Brazilian GAAP and IFRS."

BTG Pactual Participationsand BTGI

BTG Pactual Participations and BTGI maintain their books and recordsin U.S. dollars and prepare financial
statements in accordance with IFRS. Pursuant to CVM Instruction No. 480/09, however, we are required to
prepare consolidated financial statements of BTG Pactual Participationsand BTGI in reais. Therefore, any
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reference to the financial statements (or line itemsthat are included in or are derived from such financial
statements, such as shareholders’ equity or partners’ equity) of BTG Pactual Participations and BTGl in this
Prospectus are to those financial statements (or line items) prepared in reais. We converted the financial
statements of BTG Pactual Participations and BTGI using (i) the year-end prevailing exchange rate for assets
and liabilities; and (ii) month-end prevailing exchange rates for income and expenses, and recorded a
corresponding gain or loss from such translation against their respective net equity. BTG Pactual
Participations was incorporated on March 26, 2010 and on December 29, 2010, the Bermuda monetary
authority approved the incorporation of the company. Accordingly, BTG Pactua Participations did not record
material results of operations in 2010 and, therefore, no management’s discussion and analysis for the year
ended December 31, 2010 is being provided. BTG Pactual Participationsis the general partner of BTGI. Asa
result, most of the line itemsincluded in the income statement of BTG Pactual Participations are virtually the
same as the respective line items in the income statement of BTGlI, except for the amounts recorded as net
income attributable to controlling shareholders and net income attributable to non-controlling interests.

Prior to the completion of BTG Pactual’s initial public offering, BTG Pactual Participations did not have
economic interest in BTGI’s net assets. The economic interest in BTGI’s net assets was held by Partners and
members of the Consortium, not by BTG Pactual Participations, and, therefore, was recorded as a non-
controlling interest. The net income attributable to non-controlling interests of BTG Pactual Participationsin
2011 was the total of BTGI’s consolidated net income of R$172.0 million. BTG Pactual Participations did not
present income statement in 2010 as its operations started in later December 2010. In 2012, BTG Pactua
Participations presented as hon-controlling interest in its income statement the economic income from the
Partners and the remaining members of the Consortium which have not been converted into units as part of
the withdrawal agreement.

Although BTGI’s consolidated financial statements as of and for the year ended December 31, 2009 are
included in this Prospectus (as well as an auditor’s report covering such period), unless otherwise indicated,
we are not providing disclosure of any type as of and for the year ended December 31, 2009 in this
Prospectus, including in the " Summary Financial Information," " Selected Financial and Operating
Information,” "Management’s Discussion and Analysis of Financial Condition and Results of Operations" and
"Business' sections.

BTG Pactual

Our combined balance sheet and combined 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 combined audited financial
statements and related notes prepared in accordance with Brazilian GAAP. The balance sheet and income
statement of Banco BTG Pactual as of and for the years ended December 31, 2011 and 2012 are derived from
and should be read in conjunction with the consolidated audited financial statements and related notes of
Banco BTG Pactual prepared in accordance with IFRS and in reais included in this Prospectus. The balance
sheet and income statement of BTGI as of and for the years ended December 31, 2010, 2011 and 2012 are
derived from and should be read in conjunction with the consolidated audited financial statements of BTGI
and related notes prepared in accordance with IFRS included in this Prospectus.

BTGI isnot an issuer of the Units, athough holders of Units own an indirect equity interest in BTGI through
their ownership of equity interestsin BTG Pactual Participations. BTG Pactual Participations, one of the
issuers of the Units, isthe general partner of BTGI and is the vehicle for Unit holders to indirectly hold
interestsin BTGI, and, through its subsidiary BTG Bermuda Holdco, owns 21.9% of BTGI’s limited
partnership interests as of September 20, 2013. BTG Pactual Participations: (A) isthe general partner of
BTGI, (B) does not engage in any other business activity, (C) owns all of the capital stock of BTG Bermuda
Holdco and (D) isthe indirect holding company of al of the BTGI Class C partnership interests, including
those indirectly purchased by Unit holdersin the initial public offering of BTG Pactual in April 2012,
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subsequent purchasers of Units and members of the Consortium. As aresult of the foregoing, the
Consolidated Income Statement (IFRS — audited) and Consolidated Balance Sheet (IFRS — audited) of BTGI
set forth below represent financial condition and results of operations that are identical to those of BTG
Pactual Participations. Except for the amounts recorded as net income attributable to controlling shareholders
and net income attributable to non-controlling interests, most of the line itemsincluded in the Consolidated
Income Statement (IFRS — audited) of BTG Pactual Participations are virtually the same as the respective line
itemsin the Consolidated Income Statement (IFRS — audited) of BTGI. Asaresult of the foregoing, all risks
of business and operations faced by BTGI are faced equally by BTG Pactua Participations.

BTG Pactual’s combined financial statements were prepared solely to allow investors to evaluate the financial
information relating to the overall activities of BTG Pactua through a single set of financial statements. Our
combined financial statements, however, are not required to be presented by the Central Bank. Accordingly,
our combined financial statements do not represent the individual or consolidated financial statements of
Banco BTG Pactual and its subsidiaries nor BTGI and its subsidiaries, and should not be used as a basis for
the calculation of dividends and taxes or for the analysis of profitability or performance of such entities.

Emphasis Paragraphs Included in the Auditors’ Reports

Banco BTG Pactual’s, BTG Pactual Participations' and BTGI’s financial statements included elsewhere in
this Prospectus include emphasis paragraphs. Please refer to information under " Presentation of Financial and
Other Information."

Ernst & Young Terco Auditores Independentes S.S. has not performed an audit or review of BTGI’s and
Banco BTG Pactual’s financial statements prepared in accordance with IFRS for the six-month period ended
June 30, 2013.

Critical Accounting Policies

In connection with the preparation of financial statements presented elsewhere in this Prospectus, Banco BTG
Pactual, BTGI and BTG Pactual, asthe case may be, 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. Their judgments are particularly relevant in
the determination of fair values of financial assets and liabilities, allowance for loan losses and other
receivables, provisions for recoverability of non-financial assets, realization of deferred income taxes, assets
and liabilities and the assessment of the need for provisions for contingent liabilities. Although Banco BTG
Pactual, BTG Pactual Participations, BTGI and BTG Pactual, as the case may be, believe that their judgment
and estimates are based on reasonable assumptions and are made in light of information available to them,
they are nevertheless subject to several risks and uncertainties and the actual results may differ from these
judgments and estimates.

Set forth below is summarized information relating to the critical accounting policies, including the critical
accounting policies used to prepare (i) the consolidated financial statements of Banco BTG Pactual, BTG
Pactual Participations and BTGI in accordance with IFRS and (ii) the combined financial statements of BTG
Pactual in accordance with Brazilian GAAP. See the notes to each of the respective financial statements
included elsewhere in this Prospectus for further information on these critical accounting policies and other
accounting policies.
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IFRS Critical Accounting Policies Applicable to Banco BTG Pactual and BTGI (and consequently, BTG
Pactual Participations)

Revenue and expense recognition

Our revenues from fees and commissions are recognized in the period in which such revenues are
unconditionally earned and amounts are fixed or determinable.

Our interest income (expense) is recognized as earned (incurred), using the effective interest rate method.
Recognition of financial instruments

All our financial assets and liabilities are initially recognized on the trading date (i.e., the date on which we
become an interested party to the contractual provisions of the instrument). This includes purchases or sales of
financial assetsthat require delivery of the asset at a specified time established by regulation or market
standards.

The classification of our financial instruments at their initial recognition depends on the purpose for which
they were acquired and their characteristics. All financial instruments are initially measured at fair value plus
transaction costs, except in cases where assets and liabilities are recorded at fair value through profit or loss.

Derivatives

Our derivative financial instruments are recorded at fair value and held as assets when fair value is positive
and as liabilities when fair value is negative. The changesin fair value of our derivatives are recognized in our
consolidated income statement as "gains (losses) on financial instruments held for trading.” Derivatives
embedded in other financial instruments, such as the convertible feature of an instrument, are treated as
separate derivatives and recorded at fair value so long as (i) their economic characteristics and risks are not
closely related to those of the host contract and (i) the host contract is not held for trading or designated at
fair value through profit and loss. The embedded derivatives separated from the host contract are held at fair
value in the portfolio at fair value, and changes in the fair value are recognized in our consolidated income
statement.

Financial assets and liabilities held for trading

Our financial assets or liabilities held for trading are recorded in our balance sheet at fair value. Variationsin
fair value, interest revenue, expenses and dividends are recorded as "gains (losses) on financial instruments
held for trading." Included in this classification are: debt instruments, shares, positions sold and loans to
customers which have been acquired specifically for the purpose of short term sale or repurchase.

Financial assets and liabilities designated at fair value through profit and loss

Our financial assets and liabilities designated at fair value through profit and loss are classified at initial
recognition, which isindividually determined for each instrument when one the following is observed:

e designation eliminates or significantly reduces the inconsistent treatment which would otherwise
occur if assets and liabilities were measured or gains and |osses were recognized differently;

e assetsand liabilities are part of agroup of financial assets, financial liabilities, or both, which are
managed and whose performance is assessed based on fair value as part of a documented
strategy of risk or investment management; or

e thefinancial instrument contains one (or more) embedded derivative(s), which significantly
modify the cash flows that would otherwise be required by the agreement.
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Our financial assets and liabilities designated at fair value through profit and loss are recorded in our
consolidated balance sheets at fair value. Changesin the fair value and earned or incurred interest are
recorded as "gains (losses) on financial instruments held for trading” in our income statement.

Financial assets available for sale

Our financial assets available for sale include shares and debt instruments. Shares classified as available for
sale are those not classified as held for trading or designated at fair value through profit and loss. Debt
instruments in this category are those to be held for an indefinite period of time which may be sold in
response to a need for liquidity or changes in market conditions.

After initial recognition, our financial assets available for sale are measured at fair value, except when the fair
valueis not reliably measured, in which case assets are kept at cost. When fair valueis applicable, the
unrealized gains or losses are recognized directly in equity as other comprehensive income. Upon the
realization of the financial instruments available for sale, the unrealized gains or losses, previously recognized
in the statement of comprehensive income, are reclassified to the income statement as "gain (losses) on
financial assets available for sale."

In our income statement, we recognize |osses on the impairment of these financial instruments in our income
statement and remove them, when applicable, from the statement of comprehensive income.

"Day 1" profit or loss

When the transaction value is different from the fair value from other observable current market transactions
in the same instrument or based on a valuation technique whose variables include only observable market
data, the difference between the transaction value and fair value ("Day 1" profit or loss) isimmediately
recognized as "gain (losses) on financial instruments held for trading" in our income statements prepared in
accordance with IFRS. In cases where the fair value is determined using unobservable market data, the
difference between transaction value and the model value is only recognized when variables become
observable or when the financial instrument is derecognized.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not listed in an active
market, except for:

e those which are intended to be sold immediately or in the short-term and those initially
designated at fair value through profit and loss;

e thoseinitially designated on initial recognition as available for sale; or

e those for which we may not recover substantially all of our initial investment, other than because
of credit deterioration.

After initial measurement, our loans and receivables are measured at amortized cost using the effective
interest rate method, net of the provision for losses with impairment.

Financial liabilities at amortized cost

Our financial liabilities are measured at amortized cost using the effective interest rate method and taking into
account any discount or premium on issue and relevant costs that become part of the effective interest rate.
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Derecognition of financial assets and financial liabilities
A financial asset (or an applicable part of afinancial asset or a group of similar assets) is derecognized when:
e theright to receive cash flows from such asset expires; or

e theright to receive cash flows from such asset is transferred or we have assumed the obligation
to pay the total amount of cash flows received, without material delay, to athird party pursuant
to atransfer agreement; or

e substantialy all of the risks and benefits of such asset have been transferred; or

e we have neither transferred nor retained substantially all of the risks and benefits of such asset,
but have transferred control of the asset.

When (i) we transfer the right to receive cash flows from an asset (without expiration of such asset) or (ii)
have entered into an on-lending agreement, or (iii) have not transferred or retained substantially all of the
asset’s risks and benefits, or (iv) have not also transferred control of such asset, an asset is recognized to the
extent we have continuing involvement with that asset. As aresult, the assets transferred and referred
liahilities are measured based on the retained rights and obligations.

A financial liability is derecognized when the obligation with respect to the liability is removed, cancelled or
expired. When an existing financial liability is replaced by another from the same creditor on substantially
different terms, or terms of the existing liability are substantially modified, the change or modification is
treated as a derecognition of the original liability and recognition of a new liability, and the differencein the
book valueis recognized in profit or loss.

Determining fair value
Our financial instruments are measured according to the fair value measurement hierarchy described below:
e Level 1: Price quotations observed in active markets for the same financial instrument;

e Level 2: Price quotations observed in active markets for financial instruments with similar
characteristics or based on a pricing model in which the relevant parameters are based on
observable active market data; and

e Level 3: Pricing modelsin which current market transactions or observable data are not
available and require a high degree of judgment and estimation.

In certain cases, data used to determine fair value may be from the different levels of the fair value
measurement hierarchy. In these cases, we classify and present the financial instrument according to the most
conservative level of the hierarchy for which the relevant data for the fair value assessment may be used. This
evaluation requires judgment and considers specific factors of the relevant financial instruments. Changesin
the availability of the information may result in reclassification of certain financial instruments among the
different levels of the fair value measurement hierarchy.

Financial instruments — Offsetting

Financial assets and liabilities are presented in our balance sheet net only if there isa current and enforceable
legal right to offset the amounts recognized and there is the intention to offset, or to realize the asset and clear
the liability, simultaneously.

Impairment of financial assets

Our impairment losses on financial assets not recorded at fair value are immediately recognized when thereis
objective evidence of loss. The book value of these assetsis reduced with the use of provisions and expected
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losses from future events are not recognized. Provisions for impairment of financial assets not recorded at fair
value are valued and calculated individually and collectively and are recognized in our income statement.

In the case of any evidence of impairment to financial assets available for sale, considering the acquisition
cost and the current fair value, such losses will be recognized in our income statement against other
comprehensive income.

For financial assets accounted at amortized cost (as amounts receivable from banks, loans and advances to
clients), we individually evaluate if there is objective evidence of impairment.

If there is objective evidence that aloss with impairment was incurred, the amount of the loss is measured by
the difference between the book value of the asset and the present value of estimated future cash flows. The
asset is reduced by a provision and a corresponding loss is recognized in the income statement. Interest
incomeis till recognized based on the net book value and is calculated based on the original discount rate
with interest income recorded as "interest income." Loans and related provisions are written-off when thereis
no likelihood of recovery and guarantees were sold or transferred. If the estimated amount of loss with
impairment increases or decreases due to an event that occurred after the impairment was recognized, the
impairment previously recognized isincreased or reduced by adjusting the provision balance. If afuture
write-off is later recovered, the amount is credited to "provisions for credit losses.”

The present values of the estimated future cash flows are discounted by the original effective interest rate. If a
loan has a variable interest rate, the discount rate used to measure any |oss with impairment to the recoverable
value isthe current effective interest rate. The calculation of the present value of the estimated future cash
flows of financial assets provided as guarantee reflects the cash flow that may result from the settlement less
costs to purchase and sell the collateral, even if the settlement is not likely.

Investment in associates and jointly controlled entities

Investments in associates and jointly controlled entities consist of entities over which we have significant
influence or have joint control with respect to their operating and financial policies. These investments are
initially recognized at their acquisition cost and are subsequently eval uated using the equity method of
accounting. The investments in associates and jointly controlled entities include the identified goodwill in any
purchase net of any accrued impairment.

Non-current assets held for sale

Our non-current assets held for sale are measured at the lower of their carrying amount or fair value, less costs
to sell, and are not depreciated. This category includes assets that are management committed to sell and such
saleis highly probable to occur in less than a year.

Business Combination and goodwill

Business combinations are accounted for using the acquisition method. The method involves recognizing
identifiable assets (including intangible assets previousdly unrecognized) and liabilities (including contingent
liabilities but excluding future restructuring) of the business acquired at fair value. Shares issued as part of the
consideration transferred are measured at fair value at the issuance date. Any excess of the consideration
transferred over the fair value of the net identifiable assets acquired is recognized as goodwill. If the
consideration transferred is lower than the fair value of the net identifiable assets acquired, the discount on the
acquisition is recognized directly in the income statement in the year of the acquisition.

After initial recognition, goodwill is measured at the cost minus any impairment loss relating to its
recoverable amount. Goodwill is reviewed for impairment on an annual basis, or more often, if events or
changes in circumstances indicate that the book value may be below the recoverable value.
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Deferred Income taxes

Deferred tax assets and liabilities are measured at the tax rate which is expected to be applicablein the year in
which the asset isrealized or the liability is settled, based on the tax rates (and tax law) that were enacted on
the balance sheet date. Current tax and deferred tax related to items recognized directly in the shareholders’
equity are also recognized in the shareholders’ equity and not in the income statement.

Deferred tax assets and liabilities are presented net if thereisalegal or contractual right to offset current tax
assets against current tax liabilities and the deferred taxes are related to the same taxable entity and subject to
the same tax authority.

Provisions

Provisions are recognized in the financial statements when, based on the opinion of legal advisors and the
administration, the risk of loss of an action, judicial or administrative, is deemed likely, with a probable
outflow of resources to settlement of the obligations and when the amounts involved can be reasonably
measured. Contingent liabilities classified as possible losses by the legal advisors are only disclosed in
explanatory notes, while those classified as remote losses are neither provided for or disclosed.

Brazilian GAAP Critical Accounting Policies Applicable to BTG Pactual’s Combined Financial Statements
Investments in subsidiaries and associates

In preparing its combined financial statements, BTG Pactual records the results of operations from its
associated and jointly controlled entities using the equity method of accounting. In the event there are any
losses resulting from changes in the percentage of its participation in the capital of associated and jointly
controlled entities, as the case may be, BTG Pactual recognize such losses as other operating expense.

Market Value

Securities and derivatives on Banco BTG Group’s balance sheets (i.e., their inventory) are recorded at market
valuein their financial statements. Market value is defined as the amount that would be received to sell an
asset, or paid to transfer aliability, in atransaction between independent market participants willing to
negotiate such assets and liabilities at the determination date.

BTG Pactual determines the market value of their 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 their managements’
assumptions.

Each of BTG Pactual’s business units is primarily responsible for the management of its inventory and for the
determination of the fair market value of the instrumentsit reports. It is the responsibility of the relevant
control functions to independently verify prices and ensure that the market value of inventory is appropriate
and is determined on areasonable basis. In the event of a discrepancy, the senior management of the control
departments is ultimately responsible for the val uation of inventory.
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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 applicable balance sheet date, recorded on a daily pro rata basis and cal culated based on the
variation in the indices or the interest rate agreed.

Securities

BTG Pactual records securities in our portfolios as follows:

Derivatives

Trading Securities. Securities acquired for trading in our balance sheets at their acquisition cost,
and recognize any val uation 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 their income statements.

Securities available for sale. Securitiesin our balance sheets not classified as trading securities
or securities held to maturity are classified 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 statements. Once the securities available for sale
are sold or otherwise disposed of, unrealized gains or losses recorded as OCI are released
through their income statements.

Securities held to maturity. Securities that we intend and we have the financial capacity to hold
through maturity are classified as held to maturity in our balance sheets at their acquisition cost
and add any contractual earnings derived from such securities on adaily basis. These earnings
are also recognized as revenues in our income statements. We do not make mark-to-market
adjustments in connection with these securities. Securities classified in this category are subject
to adjustments when permanent losses are identified.

BTG Pactual records options, futures contracts, swaps and forward positions as follows:

Options. A premium received is classified as aliability until option maturity, when it isthen
recognized as a reduction of the cost of the acquired financial instrument underlying the option
or asincome, in the event that the option expires and is not exercised. A premium paid is
classified as an asset until 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 lossis recorded in their income statements. The nominal
value of the purchase and sale agreements is recorded in their memorandum accounts.

Futures contracts. The daily adjustment of their 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 their memorandum accounts.

Swaps and non-deliverable forwards. The differential receivable or payableisrecorded in their
bal ance sheets and the corresponding revenue or expense, respectively, isrecorded in their
income statements on adaily basis at market value. The nominal value of the purchase and sale
agreements is recorded in their memorandum accounts.
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e Forward. Long and short positions of each contract are booked separately as an asset and
liability, respectively, in their balance sheets. The contracts are marked-to-market and the
corresponding gain or loss is recognized in their income statements. The nominal value of the
purchase and sale agreements is recorded in their memorandum accounts.

Loans and Allowance for Loan Losses

The classification of BTG Pactual’s loans is based on the requirements of CMN Resolution No. 2,682/99, as
amended, which requires us to periodically analyze the loan portfolios 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 yearsin their memorandum accounts. From
this moment, the written off balances are no longer included in our balance sheet accounts, and any eventual
recovery from loans allocated to their memorandum accounts is recognized only when cash is received. See
"—Risk Management—Credit Risk."

Provision for Legal Contingencies

Banco BTG Pactual, one of the combined entities, is currently party to tax, labor and civil proceedings arising
from the normal course of its business. For each of these legal proceedings, Banco BTG Pactual classifies as
"probable," "possible" and "remote” the risk that any contingencies will materialize into actual losses. Banco
BTG Pactual generally records provisionsin its books when it classifies the risk of any loss related to these
contingencies as probable. Banco BTG Pactua does not have provisions for contingencies when it considers
the associated risk as possible or remote. It also does not recognizeinits financial statements contingent
assets, unlessthereis evidence based on an irrevocable decision of the relevant court or regulatory authority
ensuring their realization. Banco BTG Pactual typically basesits classifications of the probability of losses on
legal claims on the opinion of its external counsel, taking into 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 its risk of lossin the lawsuits to which it is a party and may lead it to revise its
provision for contingencies.

Recognition of Results of Operations

Except with respect to certain financial instruments and transactions with securities and derivatives, BTG
Pactual’s 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 the combined
financial statements of BTG Pactual. 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 a6 or 12 month period and are recognized in their income statements when the
measurement period ends.

Cash and Cash Equivalents

Cash at banksin our balance sheets includes cash on hand and bank deposits, together with short-term highly
liquid investments that we believe are subject to insignificant risk of changesin 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 positions in accordance with their liquidity management policies (see
"Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity").
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Deferred Income Tax and Social Contribution

Banco BTG Pactual’s income taxes and social contributions imposed by Brazilian law are recorded under
current or deferred assets and/or liabilities.

For Banco BTG Pactual, current Brazilian income tax (IRPJ) is calculated based on its taxable income, as
applicable, 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 its taxable income at the following rates:
(a) for Brazilian entities in its 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 entitiesin its group that are deemed
non-financial institutions under Brazilian tax law, 9.0%. Brazilian tax legislation allows them 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 |oan 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 alater point in time when their financial realization occurs. When calculating the
income tax, Banco BTG Pactual recognizes all recorded provisions as temporary differences. For purposes of
recognition and maintenance of deferred tax assets, Banco BTG Pactual is 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 adaily pro rata basis) and foreign exchange variation.

Offsetting Financial Securities and Derivatives

BTG Pactua offsets financial assets and financial liabilities and reports the corresponding net amount in our
balance sheetsiif (i) they are legally entitled to offset such financial assets and liabilities and (ii) they intend to
(a) settle such financial assets and financial liabilities on anet 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 atransfer involved a specia purpose entity
that isin 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.

BTG Pactual’s Unaudited Adjusted Income Statement

In addition to the income statements of Banco BTG Pactual and BTGI presented in accordance with IFRS and
BTG Pactual presented in accordance with Brazilian GAAP, this Prospectus also includes BTG Pactual’s
unaudited adjusted income statement for the years ended December 31, 2010, 2011 and 2012 and a discussion
of such unaudited adjusted income statement. BTG Pactual’s management believes that this additional
presentation of BTG Pactual’s unaudited adjusted income statement provides information which is more
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consistent with the manner in which BTG Pactual’s publicly-traded global investment banking competitors
present financial information to the market.

BTG Pactual’s unaudited adjusted income statement includes a revenues breakdown by business unit, net of
funding costs and other expenses allocated to such unit, and a reclassification of certain other expenses and
costs for the years ended December 31, 2010, 2011 and 2012. BTG Pactual’s unaudited adjusted income
statement is derived from the same accounting information that generated accounting records used BTGI’s
and Banco BTG Pactual’s audited income statements in accordance with IFRS and Brazilian GAAP,
respectively, for the years ended December 31, 2010, 2011 and 2012. The classification of the lineitemsin
BTG Pactual’s adjusted income statement, however, is unaudited and materially differs from the classification
of the corresponding line items in BTGI’s and Banco BTG Pactual’s income statements. BTG Pactual’s
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
BTG Pactual’s management does not rely on this information for decision-making purposes.

A summary of certain material differences between BTG Pactual’s unaudited adjusted income statement and
Banco BTG Pactual’s or BTGI’s income statements (which are derived from Banco BTG Pactual’s and
BTGI’s respective financial statements prepared in accordance with IFRS) is discussed under "Presentation of
Financial and Other Information—BTG Pactual’s Unaudited Adjusted Income Statement."

Significant Acquisitions, Divestitures and Cor porate Restructurings Affecting the Results of Operations
of BTG Pactual

I nitial Public Offering

On April 30, 2012, BTG Pactual completed itsinitial public offering, consisting of 103,500,000 Units, each
representing, directly or through depositary receipts, (i) one common share and two preferred shares of the
capital stock of Banco BTG Pactual and (ii) one voting share and two non-voting shares of BTG Pactual
Participations, which in turn purchased partnership interests in us with the proceeds therefrom. 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 of approximately R$2,587.5 million, of which Banco BTG Pactual received R$2,070.0 million
and BTG Pactual Participations received R$517.5 million. Banco BTG Pactual has and expects to continue to
use the proceeds from the initial public offering to, among other things, increase its corporate lending and
sales and trading operations and develop new lines of business. The IPO proceeds received by Banco BTG
Pactual qualify as Tier | capital for regulatory purposes. BTG Pactual Participations hasin the past and
expects to continue to use its portion of the proceeds from the initial public offering to, among other things,
pursue principal investments opportunities.

Divesture of BTG Alpha

Banco BTG Pactual’s consolidated financial statements covering the period from January 1, 2009 to March
31, 2010 do not reflect investment in BTG Alpha, which were transferred by BTGI to Banco BTG Pactual on
March 31, 2010. BTG Alpha was BTGI’s subsidiary which made certain merchant banking investments in
Brazil, owning equity stakesin MM C Automotores do Brasil S.A. (12.4%), Farmais Franchising Ltda.
(50.0%), All Park Empreendimentos, ParticipacGes e Servicos S.A. (95.0%), Suzuki Veiculos do Brasil SA.
(12.4%), Brazil Pharma S.A., or Brazil Pharma (19.7%) and Derivados do Brasil S.A (51.0%), which
collectively are referred to as the Partners’ Merchant Banking Companies. This transfer was implemented as a
purchase and sale, for consideration substantially equivalent to the carry value of BTG Alpha in BTGI’s
books, equal to R$92.4 million, and BTGI derecognized the investment in BTG Alpha from its books as of
such date. Asaresult of thistransfer, the Partners’ Merchant Banking Companies are no longer included in
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BTGI’s principal investment portfolio and BTG Alpha became a wholly-owned subsidiary of an exempted
limited partnership established under the laws of Bermuda, BTG MB Investments L.P., or the Merchant
Banking Partnership, that is owned solely by the Partners. On April 1, 2010, the Merchant Banking
Partnership started to pay a management fee equal to 2.0% of the total AUM of the Merchant Banking
Partnership and a performance fee equal to 20.0% of the return on the investments to the asset management
unit of Banco BTG Pactual, which is serving as the investment advisor to such partnership. In addition, BTGI
made a series of loans, totaling R$92.4 million, to the Merchant Banking Partnership to finance its acquisition
of BTG Alpha. Such loans were repaid in full in November 2010. However, the terms of the loans continue to
provide BTGI with a portion of the profits made on certain of BTG Alpha’s investments in the Partners’
Merchant Banking Companies. In particular, with respect to certain designated investments that existed at the
time of such loans (or that were purchased by means of the capital commitments made with the proceeds of
such loans), the Merchant Banking Partnership is required to make a cash payment to BTGI equal to 50% of
the aggregate net profits on all such investments, or the Merchant Banking Equity Kicker. The Merchant
Banking Equity Kicker applies only to certain investments made in the past by us that were transferred to the
Merchant Banking Partnership. It does not apply to any of BTGI’s other merchant banking investments,
including those made by our private equity funds. The Merchant Banking Equity Kicker is due on May 21,
2015, if al such designated investments have been divested by such date. If any of the applicable investments
have not been divested, then the payment of the Merchant Banking Equity Kicker will be postponed until a
later date when all divestitures are complete (provided that, at the election of the Merchant Banking
Partnership, subsequent to May 21, 2015, with respect to undivested assets, the terms of the loans set forth
mechanisms to determine the value of these investments at such time for purposes of determining the value
of, and paying, the Merchant Banking Equity Kicker).

Acquisition of Banco PanAmericano Co-Controlling I nterest and BFRE

In January 2011, Banco BTG Pactual entered into an agreement to purchase 100% of the sharesin Banco
PanAmericano held by Grupo Silvio Santos for R$450.0 million, representing a 37.64% equity interest in
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
regquirement that Banco BTG Pactual 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, Banco BTG Pactual maintained its 34.1% equity interest in Banco PanAmericano’s total
outstanding equity. In connection with this acquisition, Banco BTG Pactual 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 its 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. Banco BTG Pactua believes the deal will strengthen its
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 Banco BTG Pactual. Accordingly, Banco BTG
Pactual calculates its regulatory capital without giving effect to the assets and liabilities, risks and financial
position of Banco PanAmericano, and it does not perform the proportional consolidation of Banco
PanAmericano into its balance sheet. This results in each of Banco BTG Pactual and Banco PanAmericano
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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 hillion and other adjustments totaling R$0.5 billion were identified. Asa
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 Banco BTG Pactual. Banco BTG
Pactual elected new officers and directors of Banco PanAmericano in April 2011. As aresult of the
significant weaknesses and irregularities of the accounting systems and internal controls of Banco
PanAmericano at the time of acquisition, it is currently executing important investments in technology and
processes in order to improve operational and competitive conditions of the bank. In addition, Banco BTG
Pactual, together with Caixa, elected the new management of Banco PanAmericano.

In April 2011, Banco BTG Pactual 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,
Banco BTG Pactual acquired the subordinated quotas of the FIDC, as aresult increasing Banco BTG
Pactual’s ownership in the FIDC to 100%.

Banco PanAmericano generated a consolidated net income of R$164.5 million in 2011 and a consolidated net
loss of R$364.5 million in 2012 in accordance with IFRS. Banco BTG Pactual cannot assure you that it will
not continue to generate net lossesin 2013 or thereafter. Banco BTG Pactual records the results of operations
from Banco PanAmericano using the equity method of accounting, pursuant to which its share of Banco
PanAmericano’s net income or net losses is recognized in its income statement as equity in the earnings of
associates and jointly controlled entities. Banco PanAmericano recorded substantial adjustmentsto
accumulated lossesin 2011. Accordingly, Banco BTG Pactual recorded gains of R$61.7 million in connection
with Banco PanAmericano’s equity pick-up for 2011 and losses of R$106.5 million in 2012 in accordance
with IFRS. Banco PanAmericano’s management is taking several initiatives intended to improve Banco
PanAmericano’s profitability and aiming to avoid further losses.

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. Banco BTG Pactual and CaixaPar committed to
exercise preemptive rights for an aggregate amount of R$1.335 billion, with Banco BTG Pactual’s share
amounting to R$677.0 million. However, Banco BTG Pactual agreed that, upon the request of TPG-Axon, it
would transfer part of its preemptive rights with respect to atotal of R$182 million of its 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
itstotal capital stock, thus reducing Banco BTG Pactual’s contribution to R$495.4 million. Following such
exercise, Banco BTG Pactual maintained its 51.0% equity interest in Banco PanAmericano’s common shares,
and Banco BTG Pactual and CaixaPar continue to co-control Banco PanAmericano pursuant to the terms of a
shareholders agreement which establishes the conditions for their shared control.

On January 31, 2012, Banco BTG Pactual and Banco PanAmericano entered into definitive agreementsto
purchase 100% of the shares of Brazilian Finance & Real Estate, or BFRE. The total purchase price (subject
to adjustment) was approximately R$1.21 billion (without including the R$335 million purchase price of
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certain assets by Banco BTG Pactual described below), of which R$940 million was paid by Banco
PanAmericano and R$270 million was paid by Banco BTG Pactual. 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
Banco BTG Pactual acquired, retained the rights to advise, manage and/or administer certain real estate and
equity investment funds. In addition, Banco BTG Pactual paid approximately R$335.0 million 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. Banco BTG
Pactual has recorded net gains of R$83.1 million in the year ended December 31, 2012 due to the acquisition
of BFRE.

Banco BTG Pactual believes 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 meant 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 Banco BTG Pactual’s 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, Banco BTG Pactual concluded the purchase of all of the outstanding shares of
Celfin. In connection with the transaction, Banco BTG Pactual, through BTG Pactual Chile Spa., paid the
owners of Celfin atotal of US$451.5 million (equivalent to R$930.0 million) in cash, and the former owners
of Celfin acquired approximately 2.2% of the total outstanding equity interestsin Banco BTG Pactual and
BTGI for R$391.8 million and US$49.1 million, respectively. Such equity interest is subject to repurchase by
BTGI at anominal 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 incentivesto
remain active participants in the combined entity following the transaction, and Banco BTG Pactual expects
that they will do so.

As of December 31, 2012, BTG Pactual Chile had consolidated shareholders’ equity and total assets of
R$2,153.7 million and R$923.5 million, respectively, prepared in accordance with IFRS. For accounting
purposes, Celfin’s results have been consolidated by Banco BTG Pactual since November 1, 2012. Banco
BTG Pactual recorded goodwill in the amount of R$573.0 million in this transaction in accordance with IFRS
and it has recorded net losses of R$10.9 million in the year ended December 31, 2012 due to the acquisition
of Celfin.. See "Business—Celfin."

Establishment of One Properties and Merger into BR Properties

On June 10, 2011, Banco BTG Pactual entered into an investment agreement with WTorre Properties SA. to
establish One Properties S.A., or "One Properties,” ajointly-controlled company focused on the devel opment,
acquisition, leasing and sale of commercial & industrial/logistics real estate propertiesin Brazil. Under the
terms of this transaction, which settled on November 22, 2011, areal estate vehicle controlled by Banco BTG
Pactual through a 91.9% equity interest, Saira Diamante Empreendimentos | mobilidrios S.A., transferred real
estate assets and cash to One Properties in the aggregate amount of R$1.5 hillion in exchange for 49.9% of the
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, Banco BTG Pactual and WTorre Properties S.A. agreed to merge One Properties with
BR Properties SA., 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 hillion in assets. In connection therewith, 129,813,498 new common shares of BR
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Properties were issued to the original shareholders of One Propertiesin 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 Banco BTG Pactual owning 28.3% of BR Properties’ shares. As part of this
transaction, Saira Diamante Empreendimentos Imobiliarios S.A., Banco BTG Pactual’s subsidiary, was also
merged into BR Properties. Banco BTG Pactual records 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, Banco BTG Pactual acquired all of the issued shares of Coomex Empresa Operadora
do Mercado Energético Ltda., or Coomex, aleading independent energy trader in Brazil for atotal 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 BTG Pactual’s structure to form Banco BTG
Pactual’s energy trading desk. The acquisition of Coomex was an important step in consolidating Banco BTG
Pactual’s commodities trading activities and expanding its 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. Banco BTG Pactual has recorded net gains of R$46.1 million and R$20.9 million
in the years ended December 31, 2011 and 2012, respectively, due to the acquisition of Coomex.

Establishment of BW Properties SA.

In connection with the One Properties transaction, on November 22, 2011, Banco BTG Pactual 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 long term real estate commercial development projects.
Pursuant to the terms of the agreement, Banco BTG Pactual holds a 67.5% equity interest in BW Properties
by providing capital of R$159.8 million, of which, R$109.7 million was paid up in cash and the remaining
R$50.1 in assets. Such company was established to develop two commercial real estate assets located in the
city of Sao Paulo, Brazil.

Corporate Restructuring of BTG Pactual

In September 2011, following the granting of the required regulatory approvals, BTG Pactual concluded a
corporate restructuring pursuant to which our former subsidiaries responsible for conducting the business of
BTG Pactual’s international platforms in London, New York and Hong Kong were transferred from BTGI to
Banco BTG Pactual. The purpose of this transaction was to transfer our remaining operating subsidiariesto
Banco BTG Pactual, and was realized at book value in an aggregate amount of US$188.1 million. This
corporate restructuring has materially affected the administrative and personnel expenses of Banco BTG
Pactual and BTGI (and, accordingly, indirectly BTG Pactual Participations) on a stand-alone basis. After the
completion of this corporate restructuring, BTGI has continued to function as the investment vehicle for part
of the principal investment business of BTG Pactual. As aresult of the restructuring, BTG Pactual
Participations has no employees and consequently does not conduct any operating activities, directly or
through any of our subsidiaries, and its assets continue to be managed by Banco BTG Pactual’s asset
management unit.

Acquisition of Bolsay Renta

On June 14, 2012, Banco BTG Pactual 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 Bolsay Rentain
2011. On December 20, 2012, Banco BTG Pactual concluded the purchase of al of the outstanding shares of
Bolsay Rentafor atotal consideration of US$58.4 million (equivalent to R$120.5 million) in cash, and the
former owners of Bolsay Renta acquired equity interests of approximately 0.25% in Banco BTG Pactua and
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BTG Pactual Participations for R$52.5 million and US$6.4 million, respectively. The value of the equity
investment was negotiated and pre-determined in U.S. dollars at the end of 2011, prior to BTG Pactual’s
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 Bolsa y Renta’s executives from the second through the fourth
anniversaries of the date on which Banco BTG Pactual 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 IFRS. For accounting purposes, Bolsa
y Renta’s assets and liabilities have been consolidated by Banco BTG Pactual since December 31, 2012 and
therefore it did not affect itsincome statement for the referred year. Banco BTG Pactual recorded goodwill in
the amount of R$47.1 million in this transaction in accordance with IFRS. The purchase price allocation has
not been concluded at the date of the issuance of this report. Management expects to allocate significant part
of the consideration paid to goodwill. See "Business—Bolsay Renta."

Acquisition of Bamerindus

On January 30, 2013, Banco BTG Pactual entered into definitive agreements related to its 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, Banco BTG Pactual 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 Banco BTG Pactual 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 Banco BTG Pactual’s credit operations. The transaction
remains subject to the satisfaction of severa typical closing conditions, including the receipt of al required
regulatory approvals, the completion of the extrgjudicial liquidation of Bamerindus and its subsidiaries, and
the settlement of certain of their financial obligationsin order for Bamerindus to have positive shareholders’
equity. The transaction does not include the right to the Bamerindus brand. Banco BTG Pactual expects 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
Banco BTG Pactual’s financial condition or results of operations.

Summary of the Quantitative | nformation about Significant Acquisitions

Banco BTG Pactual and BTG Pactual Participations enter into transaction in the ordinary course of business.
However, from time to time they also make significant acquisitions as well as acquire property, plant,
equipment and intangibles for its own use. The amounts of such investments are described below:
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Banco BTG Pactual

‘9 Geographic As of December 31,
location 2010 2011 2012 In 2013Y
(in R$millions)
Banco Pan-AmEriCano .........ccecveeveeeeveeireeeecireeveennns Brazil - 450.0 546.2 -
BIFRE ... eeee e eee e s s eesee e Brazil - - 270.0 -
(0= 112 O Chile - - 930.0 -
COOMIEX ...vveeveeeteeeteeeteeeteeete e ereeeseesreesaaeenseesseesaneees Brazil 183.0 - - -
BolSAY RENA.......cceecveeceeeeeeeeecee e Colombia - - 1205 -
Property, plan and equipment in use® .................. Brazil 174.1 78.1 18.7 225
INENGIDIESD ... Brazil 65 1988 109.9 234

(1) Up to the date of this Prospectus.
(2) Substantialy investmentsin Brazil.

For 2013, we expect that Banco BTG Pactual’s 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%).

Except for the acquisition of Bamerindus described el sewhere in this Prospectus, Banco BTG Pactual does
not have significant acquisition or principal investment in progress. Banco BTG Pactual intends to primarily
finance this acquisition with retained earnings.

Other than the effects described in " Significant Acquisitions, Divestitures and Corporate Restructurings
Affecting the Results of Operations of BTG Pactual” for certain transactions, there has been no significant
change in the financial or trading position of Banco BTG Pactua which has occurred in the years ended
December 31, 2010, 2011 and 2012 and up to the date of this Prospectus.

BTG Pactual Participations

BTG Pactual Participations did not make any significant acquisitions in the years ended December 31, 2010,
2011 and 2012 and up to the date of this Prospectus, except for the investment in associates and joint ventures
which are considered part of its ordinary course of business and are part of its merchant banking and private
equity activities. Except for such investments in the ordinary course of business, BTG Pactual Participations
does not have significant acquisition or principal investment in progress.

BTG Pactual Participations primarily financed the acquisition of investment in associates and joint ventures
with retained earnings, proceeds from theinitial public offering and funds provided by co-investors on its
merchant banking and private equity activities.

There has been no significant change in the financial or trading position of BTG Pactual Participations which
has occurred in the years ended December 31, 2010, 2011 and 2012 and up to the date of this Prospectus.

History of Share Capital
The changesin share capital during the years ended December 31, 2010, 2011 and 2012 were as follows:
Banco BTG Pactual

Number of Shares

Banco SeriesB
Common Banco Series A preferred Capital Increase
Date Description Shares preferred shares shares (In R$ million)
December 2010  Split of shares 698,747,717 - - -
December 2010 Conversion (901,394,404) - 901,394,404 -
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Issuance of new

December 2010 shares 149,222,798 298,445,596 -
April 2012 Conversion 85,544,000 - (85,544,000)
Initial Public
April 2012 Offering 82,800,000 165,600,000 -
Acquisition of
November 2012  Ceélfin 19,865,336 39,730,672 -
Acquisition of
December 2012 BolsaY Renta 2,302,068 4,604,136 -
BTG Pactual Participations
Number of Shares
BPP Class BPP Class BPP BPP Class
A share B share ClassC D share
Date Description share
December
2010 - - - 1 149,222,798
Withdrawal
April 2012 Agreement 24,300,000 48,600,000 - (24,300,000)
April 2012 Initial Public Offering 82,800,000 165,600,000 - -
Withdrawal
October 2012 Agreement 14,864,743 29,729,486 - (14,864,743)
November
2012 Acquisition of Celfin - - - 19,865,336
November Withdrawal
2012 Agreement 9,948,185 19,896,370 - (9,948,185)
December Acquisition of BolsaY
2012 Renta 2,302,068 4,604,136 - -
Withdrawal
March 2013 Agreement 16,361,858 32,723,716 - (16,361,858)
Withdrawal
April 2013 Agreement 31,354,231 62,708,462 - (31,354,231)
Withdrawal
May 2013 Agreement 16,580,311 33,160,622 - (16,580,311)

2,409.2

2,070.0
391.8

524

Capital
Increase
(In US$
million)

0.0

42.6
269.4

31.0

211

6.5
36.7
715

374

Analysis of the Financial Statements of Banco BTG Pactual (IFRS), BTG Pactual Participations
(IFRS), BTGI (IFRS) and the Group Combined (Cosif)

Banco BTG Pactual’s Consolidated Income Statement (IFRS — audited)

The following table sets forth Banco BTG Pactual’s income statement prepared in accordance with IFRS for
the years ended December 31, 2010, 2011 and 2012 included in its consolidated financial statements:

As of December 31,

INEErESt INCOME.....ccveceeteceecte et
INErESt EXPENSE.....cvevcveeiieereieee et et

Net INterest iINCOME .......ooveuieeiereeerese e
Net gains on financial instruments ...........c.cccceeeeenene
Net exchange variations..........ccccceveevvienienecesesienes
Fees and COMMISSIONS..........ccovierieienerene e
Share of profit in associates and jointly controlled

Other operating inCOME/(EXPENSES) .....cccvvrrerrereerereenns

2010 2011 2012 2012

(in R$millions) (in US$ millions)
1,789.4 3,1125 3,870.5 1,894.1
(1,987.3)  (3,966.0) (4,446.2) (2,175.8)
(1980)  (8534) (575.7) (281.7)
1,277.1 1,906.0 4,081.1 1,997.1
68.8 249.3 116.2 56.9
798.8 1,087.1 2,108.8 1,032.0
- 85.5 282.7 138.3
151.7 61.2 (121.9) (59.7)
20984 25356 5,891.2 2,882.9

NEL FTEVENUES .....c.evieeeririi e
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Administrative EXPeNnSES ........covvevveveeesesieseeeeesieeas (255.2) (355.5) (636.6) (311.5)
Personnel eXpeNSES .......coevverereereese e (457.1) (740.2) (1,542.2) (754.7)
Provisions for credit [0SSes..........coovveveeievierieesienes (7.0 (30.0) (468.3) (229.2)
Tax charges (other than iNcomMe tax) ............oc.eveenenn. (183.9) (290.5) (283.3) (138.6)
Income before taxes and profit sharing..........cc.cccc..... 1,195.1 1,119.4 2,960.9 1,448.9
Income tax and social contribution ...........c.cccceeveenene (379.6) 220.2 (806.8) (394.8)
Net income for thE YEAI .........vveeeeeeeeeeeeeee e 815.6 1,339.6 2,154.1 1,054.1
Net income attributable to:

Controlling shareholders..........cooeereereneneieenenene 815.6 1,334.6 2,133.0 1,043.8

Non-controlling iNtErests.........coevereeerererecrene - 5.0 211 10.3

Other comprehensive income
Exchange differences on translation of foreign

(o] 07 2 (0] RS (13.6) 200.8 132.8 65.0
Total comprehensiveincomefor theyear ............. 801.9 15404 2,286.9 11191
Total comprehensive income attributed to:

Controlling shareholders.........c.ccoevveevrevenieneeiennne 801.9 1,535.4 2,265.7 1,108.7

Non-controlling iNtErests.......c.ccverereeerererecsene - 5.0 211 10.3

Interest income

Banco BTG Pactual’s interest income includes, mainly, (i) interest onitsloans, and (ii) interest income from
transactions involving securities and open market investments portfolio.

For the year ended December 31,

2010 2011 2012
(in R$millions)
[0 OO 299.9 943.1 1.2334
Securities and open market INVESIMENES.........cccoviiiieieeicie e 1,489.5 2.128.3 2.413.6
COMPUISOTY INVESIMENES......ccviiieieeicie e ene e saeneas - 411 2235
INEEFESE INCOME......eoooeeeeeeeee e eeee e sees e sssseee e seseeeeeeeees 17894 31125 38705

2012 versus 2011

The interest income of Banco BTG Pactual increased 24.4%, from R$3,112.5 million in 2011 to R$3,870.5
million in 2012.

Loans. Banco BTG Pactual’s revenues from loans increased 30.8%, from R$943.1 million in 2011 to
R$1,223.4 million in 2012. This increase was mainly dueto (i) a 28.4% increase in itsloan 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 on its receivable portfolio, which includes mainly payroll-deductible loans and vehicle
financing through Credit Right Funds (FDIC), from an average balance of R$1,146.8 million in 2011 to an
average balance of R$2,771.8 million in 2012. These increases were partially offset by a decrease in CDI
rates, from an average of 11.6% in 2011 to an average of 8.4% in 2012.

Securities and open market investments. Banco BTG Pactual’s revenues from securities and open market
investments increased 13.4%, from R$2,128.3 million in 2011 to R$2,413.6 million in 2012. Thisincrease
was mainly dueto a10.1% increase in its open-market investments portfolio in Brazil, from an average
balance of R$17,137.0 million in 2011 to an average balance of R$18,866.5 million in 2012.

Compulsory investments. Banco BTG Pactual’s revenues from compulsory investments increased 443.8%,
from R$41.1 million in 2011 to R$223.5 million in 2012. While the average balance of its compulsory
deposits (remunerated at a rate equivalent to the SELIC rate) remained relatively stable from July to
December 2011 and during 2012, interest revenues were higher in 2012 when compared to the revenues
recognized for a period of just six monthsin 2011. In the second half of 2011, Banco BTG Pactual’s balance
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of cash deposits exceeded for the first time the minimum amount that the Central Bank requiresit to deposit.
Thisincrease in revenues was partially offset by a decrease in CDI rates from an average of 11.6% in 2011 to
an average of 8.4% in 2012.

2011 versus 2010

The interest income of Banco BTG Pactual increased 73.9%, from R$1,789.4 million in 2010 to R$3,112.5
million in 2011.

Loans. Banco BTG Pactual’s revenues from loans increased 214.5%, from R$299.9 million in 2010 to
R$943.1 million in 2011. Thisincrease was mainly dueto (i) a 88.4% increasein itsloan portfolio, from an
average balance of R$2,675.7 million in 2010 to an average balance of R$5,041.7 million in 2011; (ii) a
12.0% depreciation of the real against the U.S. dollar in 2011, which generated higher real revenues from
loans backed by export futures tied to the U.S. dollar (the average balance of |oan operations for these
operations, which are included in the 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 rates, which
increased from an average of 9.7% in 2010 to an average of 11.6% in 2011.

Securities and open market investments. Banco BTG Pactual’s revenues from securities and open market
investments increased 42.9%, from R$1,489.5 million in 2010 to R$2,128.3 million in 2011. Thisincrease
was mainly dueto a 28.6% increase in its Brazilian open market investment portfolio, from an average
balance of R$13,323.3 million in 2010 to an average balance of R$17,137.0 million in 2011.

Compulsory investments. Banco BTG Pactual had revenue of R$41.1 million from compulsory investmentsin
2011, asaresult of a compulsory deposit placed with the Central Bank, compared to no revenue in 2010.
Banco BTG Pactual’s compulsory deposits are required by the Central Bank as a function of its balance of
time deposits, which has been growing consistently in the past years. In the second half of 2011, Banco BTG
Pactual’s total balance of time deposits for the first time exceeded the threshold above which it is required to
place compulsory deposits with the Central Bank. The average balance of Banco BTG Pactual’s mandatory
deposits from July 1, 2011 to December 31, 2011 was R$761.9 million, accumulating interest at arate
equivalent to the SELIC rate.

Interest expenses

Interest expenses of Banco BTG Pactual consists mainly: (i) interest expenses related to repurchase
agreements in open-market transactions and deposits; (ii) interest and fees paid on borrowings in Brazil and
abroad, including borrowings from governmental agencies, such asthe BNDES, in which Banco BTG Pactual
operates as an agent; and (iii) expenses from interest on securities issued by Banco BTG Pactual.

For theyear ended December 31,

2010 2011 2012
(in R$millions)
Open Market fFUNAING ......ccooviiiieieeee s (1,344.5) (2,050.3) (2,423.0)
Time/interbank deposits (533.3) (952.2) (866.8)
Notes issued (103.7) (495.9) (797.7)
Borrowings and 10anS...........ccoveveuieieieecieieese e (5.9 (467.5) (358.7)
INEEF €S INCOME. ....vvvvooneeeesseiesssseessse st (1.987.4) (3,965.9) (4,446.2)

2012 versus 2011

The interest expense of Banco BTG Pactual increased 12.1% from R$3,965.9 million in 2011 to R$4,446.2
million in 2012, mainly due to the following factors:

Open market funding. Banco BTG Pactual’s expenses from open market funding increased 18.2%, from
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R$2,050.3 million in 2011 to R$2,423.0 million in 2012. This increase was mainly due to 25.4% increase in
its Brazilian open market funding portfolio, which as of December 31, 2012 amounted to R$52,649.0 million,
partially offset by a decrease in CDI rates from an average of 11.6% in 2011 to an average of 8.4% in 2012.

Time/interbank deposits. Banco BTG Pactual’s expenses from time/interbank deposits decreased 9.0%, from
R$952.2 million in 2011 to R$866.8 million in 2012, due to the decrease in CDI rates from an average of
11.6% in 2011 to an average of 8.4% in 2012, partially offset by the 38.0% increase in the average balance of
time/interbank deposits, from R$10,125.2 million in 2011 to R$13,973.9 million in 2012.

Notesissued. Banco BTG Pactual’s expenses from notes issued increased 60.9%, from R$495.9 million in
2011 to R$797.7 million in 2012. Thisincrease was mainly due to (i) the issuance of R$3,975.0 million of
subordinated notes on April 2011, resulting in an aggregate interest expense of R$465.5 millionin 2012
compared to R$200.4 million in 2011; (ii) an increase of R$24.8 million in these expenses in 2012 as a result
of the issuance of subordinated debt in the amount of US$800 million on September 2012, maturing in 10
years and accruing interest of 5.75% p.a.; and (iii) anincrease of R$23.8 million in these expensesin 2011,
mainly due to the issuance of senior notes of US$500.0 million in July 2011 and US$235.0 millionin
September and October 2012, all maturing in five years.

Borrowings and loans. Banco BTG Pactual’s expenses from borrowings and loans decreased from R$467.5
millionin 2011 to R$358.7 million in 2012. This decrease was mainly due to losses from foreign exchange
variations on borrowings denominated in foreign currencies of 8.6% in 2012 and 12.0% in 2012, which
generated expenses of R$264.7 million in 2012 compared to R$422.6 million in 2011.

2011 versus 2010

The interest expenses of Banco BTG Pactual increased 99.6%, from R$1,987.4 million in 2010 to R$3,965.9
million in 2011, mainly due to the following factors:

Open market funding. Banco BTG Pactual’s expenses from open market funding increased 52.5%, from
R$1,344.5 million in 2010 to R$2,050.3 million in 2011 mainly due to a’52.1% increase in its Brazilian open
market funding portfolio, from an average baance of R$34,672.9 million in 2010 to an average balance of
R$52,730.0 millionin 2011.

Timelinterbank deposits. Banco BTG Pactual’s expenses from time/interbank deposits increased 78.5%, from
R$533.3 million in 2010 to R$952.2 million in 2011 mainly due to a 85.1% increase in its average balance of
CDB and CDI portfolios, from an average balance of R$5,499.7 million in 2010 to an average balance of
R$10,179.6 millionin 2011.

Notes issued. Banco BTG Pactual’s expenses from notes issued increased 378.2%, from R$103.7 million in
2010 to R$495.9 million in 2011. Thisincrease was mainly due to (i) the issuance of R$3,975.0 millionin
subordinate notes in April 2011 and the issuance of US$500 million in senior notesin July 2011, which
generated atotal of R$200.4 million in interest expensesin 2011, and (ii) a 102.0% increase in its portfolio of
real estate notes (L etras de Crédito Imobiliério) or LCls, and agrobussiness notes (L etras de Crédito Agrério)
or LCAs, portfolio, from an aggregate balance of R$1,299.5 million as of December 31, 2010 to an aggregate
balance of R$2,625.0 million a of December 31, 2011.

Borrowings and loans. Banco BTG Pactual’s expenses from borrowings and loans increased from R$5.9
million in 2010 to R$467.5 million in 2011, mainly due to foreign exchange fluctuation on borrowings
denominated in U.S. dollars, in line with the 12.6% depreciation of the real during the year.

Net interest expense

Asaresult of the foregoing, net interest expense of Banco BTG Pactual (i) decreased from a R$853.4 million
lossin 2011 to a R$575.7 million loss in 2012, and (ii) increased from a R$198.0 million lossin 2010 to an
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R$853.4 million lossin 2011.
Net result from financial instruments

Banco BTG Pactual’s net result from financial instruments comprises mainly: (i) realized gains or losses from
operations involving marketable securities; and (ii) realized or unrealized gains or losses from trading of
financial instruments for the purpose of mitigating risks, including swaps, forwards, futures, options and
other derivatives, in accordance with its customers’ needs.

2012 versus 2011

Net result from financial instruments of Banco BTG Pactual’s increased 114.1%, from R$1,906.0 million in
2011 to R$4,081.0 million in 2012. Thisincrease was mainly due to: (i) higher revenues from securities
trading in international markets; (ii) higher revenues from securities with credit exposure, such as promissory
notes and certificates of real estate receivables, the average balances of which increased from R$3,254.4
million in 2011 to R$8,527.7 million in 2012; and (iii) higher revenues from equities trading, given the
performance of the IBOVESPA Index (especially in the first quarter of 2012), which increased 7.3% in 2012,
compared to adecline of 18.1% in 2011.

2011 versus 2010

Banco BTG Pactual’s net result from financial instruments increased 49.2%, from R$1,277.1 millionin 2010
to R$1,906.0 million in 2011, mainly due to a 96.5% increase of the Brazilian government bonds portfolio,
from an average balance of R$5,171.1 million in 2010 to an average balance of R$10,162.3 million in 2011.
The increase in revenues from these securities was partialy offset by lower trading revenues from securities
trading in international markets.

Net foreign exchange variations

Banco BTG Pactual’s net foreign exchange variations consists of gains from fluctuations of exchange rates
related to Banco BTG Pactual’s positions in other currencies and to the commissions obtained from
transactions involving the purchase and sale of other currencies.

2012 versus 2011

Gains from net exchange variations of Banco BTG Pactual decreased 53.4%, from R$249.3 millionin 2011 to
R$116.2 million in 2012, mainly due to a higher foreign exchange rate volatility in the markets where Banco
BTG Pactual operated in 2011 compared to 2012.

2011 versus 2010

Gains from net exchange variations of Banco BTG Pactual increased 262.9%, from R$68.7 million in 2010 to
R$249.3 million in 2011, mainly due to a higher foreign exchange rate volatility in the markets in which
Banco BTG Pactual operated in 2011 compared to 2010.

Fees and commissions
The table below sets forth the breakdown of fees and commissions by Banco BTG Pactual:

For the year ended December 31,

2010 2011 2012

(in R$millions)
Management fee and performance premium of funds and investment

010 10 1o 1S3 TSSO 343.4 511.4 1,237.8
Stock exchange brokerage 107.7 107.7 168.0
Technical adViSOry .......cccoiveneneeinere e 330.0 415.8 565.4
OtNEr SEIVICES.....eeie ettt st b e re e te s reetesre e e e resneenes 17.7 52.2 137.7
INEEF €S INCOME .....oveeoeeeeeeeeeeeseeee e es e eesss s 798.8 1,087.1 2,108.9
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2012 versus 2011

Management fee and performance premium of funds and investment portfolios. Banco BTG Pactual revenues
from management fee and performance premium of funds and investment portfolios increased 142.0%, from
R$511.4 millionin 2011 to R$1,237.8 million in 2012. Thisincrease was mainly dueto (i) anincreasein
management fees of funds resulting from the 42.1% increase in our AUM and WUM, from R$120.1 hillion in
2011 to R$170.7 billion in 2012 (including R$10.6 billion in AUM and AUA originating from the acquisition
of Brazilian Capital in August 2012 and R$8.5 hillion due to the acquisition of Celfin in November 2012);
and (ii) an increase in revenues from performance premium from funds, particularly due to the better
performance of our global hedge funds as a result of the improvement in market conditionsin 2012. "BTG
Pactual’s Unaudited Adjusted Income Statement—2012 versus 2011—Asset Management" and "BTG
Pactual’s Unaudited Adjusted Income Statement—2012 versus 2011—Wealth Management."

Sock exchange brokerage. Banco BTG Pactual commissions from stock exchange brokerage increased
56.0%, from R$107.7 million in 2011 to R$168.0 million in 2012. This increase resulted mainly from the
transfer of brokerage operations in the United States and Europe from BTGI to Banco BTG Pactual in
September 2011.

Technical advisory. Banco BTG Pactual revenues from technical advisory increased 36.0%, from R$415.8
millionin 2011 to R$565.4 million in 2012. This increase was mainly dueto (i) an increase in revenues from
M&A advisory services feesin 2012 due to the increase in the aggregate value of M& A transactions in which
we acted as financial advisor, from R$45.0 billion in 2011 to R$51.7 billion in 2012, and payment of M& A
fees relating to material transactions in 2012 which had already been announced in 2011 (as such fees as
generaly payable at closing); (ii) the increase in the aggregate value of debt offeringsin which Banco BTG
Pactual acted as underwriter, from R$7.2 billion in 2011 to R$11.2 billion in 2012, as aresult of the increase
in the Brazilian market activity, as well as the increase in the average percentage of feesreceived; and (iii)
the increase in revenues from equity offerings, mainly due to the increase in the volume and value of the
transactions in which we acted as underwriters, from R$3.3 billion in 2011 to R$3.6 billion in 2012.

Other services. Banco BTG Pactual revenue from other services increased 163.8%, from R$52.2 million in
2011 to R$137.7 million in 2012. Thisincrease was mainly due to an increase of commissions related to
credit transactions and credit facilities, including letters of credit, mainly as aresult of our strategy to grow
our credit portfolio.

2011 versus 2010

Management fee and performance premium of funds and investment portfolios. Banco BTG Pactual revenues
from management fee and performance premium of funds and investment portfolios increased by 48.9%,
from R$343.4 million in 2010 to R$511.4 million in 2011. Thisincrease was mainly due to an increase in
gross management and performance fees received from the funds, particularly from specialized funds (private
equity and real estate funds), as well as from the Brazilian fixed income and equity funds, which benefited
from an increase in our AUM and WUM as well as from improved returnsin 2011. For additional
information, see "BTG Pactual’s Unaudited Adjusted Income Statement—2011 versus 2010—Asset
Management" and "BTG Pactual’s Unaudited Adjusted Income Statement—2011 versus 2010—Wealth
Management."

Sock exchange brokerage. Banco BTG Pactual commissions from stock exchange brokerage remained stable,
totaling R$107.7 million in 2010 and 2011. Although the Ibovespaindex decreased 18.1% in 2011, there was
an overal increase in the volume of financial transactions in which Banco BTG Pactual acted as broker, as
well as in the opening of new accounts in 2011 following the creation of Banco BTG Pactual’s broker dealer
in New Y ork. However, such increase was partialy offset by the higher increase in cost of operationsin the
United States and Europe broker dealer transactions booked at BTGI. See "—Significant Acquisitions,
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Divestitures and Corporate Restructurings Affecting the Results of Operations of BTG Pactual—Corporate
Restructuring.”

Technical advisory. Banco BTG Pactual revenues from technical advisory increased 26.0%, from R$330.0
millionin 2010 to R$415.8 million in 2011. Thisincrease in revenues was mainly dueto (i) anincreasein
revenues from M& A advisory services in connection with material transactions announced in 2010 and that
closed in the first quarter of 2011 (as such fees as generally payable at closing); (ii) transactions that recorded
higher than average fees due to a positive fee environment; and (iii) an increase in revenues in the aggregate
value of debt offeringsin which Banco BTG Pactual acted as underwriters from R$6.1 billion in 2010 to
R$10.5 hillion in 2011. This revenue increase was partially offset by a decrease in the aggregate val ue of
equity offeringsin which Banco BTG Pactual acted as underwriter as aresult of adverse market conditions,
from R$143.1 billion in 2010 to R$11.4 billion in 2011. The deal volume in 2010 was significantly impacted
by Petrobras’s equity offering in 2010, which represented a significant part of equity issuance in 2010 and
paid lower than average fees.

Other services. Banco BTG Pactual revenues from other services amounted to R$52.2 million in 2011,
compared to R$17.7 million in 2010. This increase was mainly due to an increase on commissions related to
credit transactions and credit facilities, including letters of credit, in 2011 mainly as aresult of our strategy to
grow our credit portfolio.

Share of profit of associates and jointly controlled entities
2012 versus 2011

Banco BTG Pactual share of profit of associates and jointly controlled entitiesincreased from R$85.5 million
in 2011 to R$282.7 million in 2012. In 2012, this revenue was mainly due to its proportional share of profits
from (i) BR Properties, in the amount of R$383.0 million, net of provision for non-permanent impairment in
the amount of R$402.0 million; (ii) Warehouse 1 Empreendimentos Imobiliarios S.A., in the amount of R$7.0
million, net of the R$14.1 million expenses from goodwill amortization; and (iii) One Properties, in the
amount of R$15.4 million. This equity income was partialy offset by our proportional share of R$119.7
million net losses in 2012 resulting from our investment in Banco PanAmericano. In 2011, equity income
from subsidiaries was mainly due to our proportional share of (i) net income of R$61.8 million from Banco
PanAmericano; and (ii) net income of R$22.6 million from One Properties.

2011 versus 2010

Banco BTG Pactual share of profit of associates and jointly controlled entitiesin 2011 consisted of its
proportional share of the revenues (expenses) of (i) Banco PanAmericano, which was acquired following the
Central Bank’s approval on May 27, 2011, totaling R$61.8 million in 2011; and (ii) net income of R$22.6
million from One Properties. Banco BTG Pactual did not receive any share of profit of associates and jointly
controlled entitiesin 2010.

Other operating income (expenses)
2012 versus 2011

Banco BTG Pactual other operating income (expenses) varied, from arevenue of R$61.2 million in 2011 to
an expense of R$122.0 million in 2012. In 2011, other operating income consisted mainly of R$70.7 million
in monetary restatement of legal deposits. In 2012, operating expenses consisted mainly of R$46.9 million in
provision for goodwill impairment and R$54.1 million in restatement of amounts payable in connection with
the acquisition of Banco PanAmericano and Coomex.
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2011 versus 2010

Banco BTG Pactual other operating income (expenses) decreased 59.7%, from an income of R$151.7 million
in 2010 to an income of R$61.2 million in 2011. In 2010, other operating income was mainly composed of (i)
the reversal of provisions for contingencies of R$99.0 million relating to a derivative receivable; (ii) the
reversal of provisions of R$31.7 million as aresult of afavorable outcomein ajudicia proceeding relating to
a specific derivative instrument transaction; and (iii) R$25.7 million relating to the monetary restatement of
legal deposits. In 2011, other operating income consisted mainly of R$70.7 million due to a monetary
restatement of legal deposits.

Net revenues

Asaresult of the foregoing, the net revenues of Banco BTG Pactual (i) increased from a R$2,535.6 millionin
2011 to a R$5,891.2 million in 2012, and (ii) increase from a R$2,098.4 million in 2010 to an R$2,535.6
millionin 2011.

Administrative expenses

Banco BTG Pactual’s administrative expenses comprise mainly costs associated with occupancy and rental,
communications, information services, professional fees, depreciation and other general operating expenses.

2012 versus 2011

Banco BTG Pactual’s administrative expenses increased 79.1%, from R$355.5 million in 2011 to R$636.6
million in 2012. Thisincrease was mainly due to: (i) payment of higher professional feesin connection with
the issuances of bondsin 2012, (ii) expenses related to the new S&o Paulo office, especially related to its
renovation; (iii) higher expenses from information technology consulting fees related to the devel opment of
software for our operational platform; and (iv) travel and hotel expenses due to increased international
activitiesin London, New Y ork and Hong Kong. These activities were transferred from BTGI to Banco BTG
Pactual in September 2011 as part of our corporate restructuring.

2011 versus 2010

Banco BTG Pactual’s administrative expenses increased 39.3%, from R$255.2 million in 2010 to R$355.5
millionin 2011. Thisincrease was mainly due to expenses of R$21.2 million, incurred in 2011, of legal
expenses in connection with initiatives to implement changesin our corporate governance and organizational
structure in anticipation of the private placement to the consortium and Participating Partners. Additionally,
there was an increase in 2010 compared to 2011 of: (i) information technology consulting feesin connection
of software developments for our operational platform in the amount of R$11.2 million; (ii) R$12.6 millionin
expenses from travel, presentations and conferences; and (iii) R$13.1 million in information technology
expenses other than consulting fees related to software devel opments.

Personnel expenses

Banco BTG Pactual’s personnel expenses consists of salaries and benefits, such as health insurance, bonuses
and other payments made to its personnel, including retention expenses.

2012 versus 2011

Banco BTG Pactual’s personnel expenses increased 108.3%, from R$740.2 million in 2011 to R$1,542.2
million in 2012, mainly dueto: (i) an average annual salary increases of 9.0% and 7.5% in October 2011 and
September 2012, respectively, to keep pace with inflation; (ii) an increase in expenses from salaries and
benefits paid to our statutory executive officers; (iii) an increase of 133.8% in profit-sharing plan, from
R$401.2 million in 2011 to R$938.2 million in 2012, resulting from our revenue increase in the period, net of
costs and expenses; and (iv) an increase in the number of employees, from 1,311 as of December 31, 2011 to
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2,195 as of December 31, 2012, associated with both Banco BTG Pactual’s organic increase and the addition
of 599 employees as a result of the acquisition of Celfinin November 2012.

2011 versus 2010

Banco BTG Pactual’s personnel expenses increased 61.9%, from R$457.1 million in 2010 to R$740.2 million
in 2011, mainly dueto: (i) an average annual salary adjustment of 9.0% in 2011; (ii) anincrease in the
number of employees, from 1,055 as of December 31, 2010 to 1,255 as of December 31, 2011; and (iii) a
76.0% increase in profit-sharing plan, from R$251.1 million in 2010 to R$440.4 million in 2011, resulting
from an increase in our income before taxes and profit sharing.

Provisionsfor credit losses

Banco BTG Pactual’s provisions for credit losses consist of allowance for loan losses made in accordance
with IFRS and as determined by the requirements of CMN Resolution 2682/99.

2012 versus 2011

Banco BTG Pactual’s provisions for credit losses increased from R$30.0 million in 2011 to R$468.3 million
in 2012, mainly as aresult of an increase in provisions for credit |osses with respect to its credit and
receivables portfolios. As of December 31, 2012, provisions for credit losses amounted to R$191.5 million, or
1.1% of the total loan portfolio, which included R$17,496.9 million in off balance credit transactions,
compared to provisions of R$96.4 million as of December 31, 2011, or 0.9% of the total loan portfolio, which
included R$11,252.6 million in receivables and operations recorded in off balance accounts. In addition, the
provision for receivable losses, consisting mainly of payroll-deductible loans and vehicle financing through
Credit Right Funds (FIDC) amounted R$1,017.2 million as of December 31, 2012, or 40.1% of the total
receivable portfolio of R$2,537.0 million, compared to provisions of R$670.4 million, or 21.7% of the total
receivable portfolio of R$3,090.3 million in 2011.

2011 versus 2010

Banco BTG Pactual’s provisions for credit losses increased from R$7.0 million in 2010 to R$30.0 million in
2011. Asof December 31, 2011, provisions for losses amounted to R$82.6 million, or 1.5% of the total credit
portfolio of R$5,471.7 million, compared to provisions of R$81.2 million, or 1.7% of itstotal credit portfolio
of R$3,557.9 million as of December 31, 2010. In addition, in 2011 Banco BTG Pactual had a credit write-off
of R$14.3 million (which did not result in additional expenses, but reduced the amount of provisionsin Banco
BTG Pactual’s balance sheet) coupled with provisions for losses relating to certain off balances credit
commitments of R$10.5 millionin 2011.

Tax charges
Tax charges of Banco BTG Pactual include several revenue taxes, such as PIS, COFINS and ISS.
2012 versus 2011

Banco BTG Pactual tax charges other than income taxes remained relatively stable, at R$290.5 millionin
2011 and R$283.2 million in 2012. Despite the increase in revenues resulting from an overall business
increase, part of this increase originated from revenues generated by our Cayman Islands Branch and from
higher equity income from subsidiaries, which are generally not taxable. Most of our tax expenses originate
from revenues generated in Brazil.

2011 versus 2010

Banco BTG Pactual tax charges other than income taxes increased 58.0%, from R$183.9 million in 2010 to
R$290.5 million in 2011. Most of Banco BTG Pactual’s tax charges are applicable to revenues generated in
Brazil. The increase in tax charges was mainly due to a 32.0% increase in revenues subject to tax obligations,
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resulting from overall business growth, and, to alesser extent, from a decrease of revenues generated by our
Cayman Idlands Branch (which are not taxable in Brazil) as a percentage of total revenues.

I ncome before taxes and profit sharing

Asaresult of the above, income before taxes and profit sharing of Banco BTG Pactual (i) increased 164.5%,
from R$1,119.4 million in 2011 to R$2,960.9 million in 2012 and (ii) decreased 6.3%, from R$1,195.1
millionin 2010 to R$1,119.4 million in 2011.

Income tax and social contribution

Banco BTG Pactual’s income tax and social contribution is recorded under current or deferred liabilities.
Banco BTG Pactual taxes are determined based on the rates applicable to each individual entity controlled by
it, applied over the balance of taxable profits for the period. The combined tax rate of Banco BTG Pactual is
40%, including 25% income tax and a 15% social contribution charge. See "—Critical Accounting Policies—
Deferred Income Tax and Social Contribution."

2012 versus 2011

Banco BTG Pactual’s income tax and social contribution varied from an income of R$220.2 millionin
revenue in 2011 to an expense of R$806.8 million in 2012. This variation was mainly due to the recognition
of tax credits of R$481.4 million in December 2011 resulting from its merger with the investment vehicle
used by the members of the Consortium to acquire 18.65% of its equity interest in December 2010. This was
partially offset by: (i) a38.0% increase in interest in equity (which replaces the payment of dividendsand is
tax-deductible), from R$319.0 million in 2011 to R$440.0 million in 2012; and (ii) an increase in equity
income from subsidiaries, which is not taxable.

2011 versus 2010

Banco BTG Pactual’s income tax and social contribution expenses varied from a R$397.5 million expense in
2010 to revenue of R$220.2 million in 2011. This variation was mainly due to the recognition of tax credits of
R$481.4 million in December 2011 resulting from its merger with the investment vehicle used by the
members of the Consortium to acquire 18.65% of its equity interest in December 2010. Such entity had
previously recorded goodwill of R$1,203.4 million in connection with such acquisition.

Non-controlling interest
2012 versus 2011

Non-controlling interest recorded by Banco BTG Pactual was R$21.1 million in 2012, mainly due to the
results attributed to Recovery do Brasil Consultoria S.A., BW Properties S.A. and investment funds
consolidated in the financial statements, and R$5.0 millionin 2011, attributed to BW Properties S.A. and
Recovery do Brasil Consultoria S.A.

2011 versus 2010

Non-controlling interest recorded by Banco BTG Pactual was R$5.0 millionin 2011, attributed to BW
Properties S.A. and Recovery do Brasil Consultoria S.A. In 2010, there was no non-controlling interest
recorded by Banco BTG Pactual.

Net Income

Asaresult of the above, Banco BTG Pactual net income (i) increased 60.8%, from R$1,339.6 millionin 2011
to R$2,154.1 million in 2012 and (ii) increased 64.2%, from R$815.6 million in 2010 to R$1,339.6 millionin
2011.
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Other comprehensive income

Other comprehensive income is composed of foreign exchange variation of investments abroad. The financial
results of Banco BTG Pactual’s subsidiaries abroad are translated into reaisin the consolidated financial
statements, and the foreign exchange variations resulting from this translation are directly recorded in
shareholders’ equity.

2012 versus 2011

Banco BTG Pactual’s other comprehensive income corresponded to gain of R$200.8 million in 2011 and a
gain of R$132.8 million in 2012. This decline was due to the 12.0% depreciation of the real against the U.S.
dollar in 2011, compared to an 8.6% depreciation of the real against the U.S. dollar in 2012.

2010 versus 2011

Banco BTG Pactual’s other comprehensive income totaled a loss of R$13.6 million in 2010 and a R$200.8
million gain in 2011, due to (i) the 3.5% appreciation of the real against the U.S. dollar in 2010 and the 12.6%
depreciation of thereal against the U.S. dollar in 2011, and (ii) the US$250 million capital increase in our
Cayman Idands Branch on April 5, 2011, which was denominated in U.S. dollars.

Banco BTG Pactual’s Consolidated Balance Sheet (IFRS — audited)

The following table sets forth Banco BTG Pactual’s balance sheet prepared in accordance with IFRS for the
years ended December 31, 2010, 2011 and 2012 included in its consolidated financial statements:

As of December 31,

2010 2011 2012 2012
(in R$millions) (in US$ millions)

Assets
Cash and balances at Central Bank ...........ccccvevneneeennn, 1,622.5 1,3914 1,024.4 501.3
Financial assets at fair value through profit or loss
Financial assets held for trading..........ccocovevvevvveiiennee. 34,582.8 36,291.8 62,592.7 30,630.1
Financial assets designated at fair value through

Profit and 10SS .....ccvviiicicicece e 23,269.8 7,728.6 6,324.1 3,094.7
Derivative financial instruments.........cccceceeeeevceeeeceneee. 3,329.7 3,271.9 9,993.9 4,890.6
Loans and receivables
Open market iNVeStMENS..........ccoceveieveneeei e 1,854.0 10,895.8 15,726.9 7,696.1
Amounts receivable from banks............cccceeevreeeeeineenn. 86.7 958.6 1,917.8 938.5
Other loans and recaivables ...........ccooverneenne e 4,238.3 8,278.5 10,324.5 5,052.4
Held-to-maturity financial assets ........ccoceveeerenencneenee. - 3,788.5 4,100.4 2,006.6
Deferred tax @SSetS......oovverieireneiriee e 923.7 1,387.9 1,550.1 758.6
Other BSSELS.....oeveeirerieerie e 2,746.5 6,900.9 6,998.7 3,424.9
Investment in associates and jointly controlled

ENEITIES. e - 733.3 2,561.1 1,253.3
Property, plant and equipment ..........cccoceeeenenerenenne. 197.9 58.4 95.7 46.8
Intangible assets 198.7 706.3 1,215.2 594.7
Total assets............. 73,050.6 82,392.1 124,425.7 60,888.5
Liabilities and shareholders' equity
Financial liabilities at fair value through profit or loss
Financia liabilitiesheld for trading ..........ccccccvevienienn, 19,053.0 13,215.4 11,637.5 5,694.9
Derivative financial instruments..........coceeevevenneccneinns 3,382.6 3,178.2 10,149.3 4,966.6
Financial liabilities carried at amortized cost
Open market funding .......cccoeoeveenneinee e 30,800.2 29,949.2 49,064.9 24,010.2
Amounts payable to banks...........ccocoereieinieniennene 338.9 576.4 627.1 306.9
Other financid liabilities carried at amortized cost....... 11,891.9 22,850.8 30,993.3 15,166.8
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TaX Habi TS ..o 570.0 759.9 1,535.2 751.3
Other lHabilities.......ccovereeeerceerrr e, 1,476.2 5,316.8 9,975.7 4,881.7
Total shareholders’ equity and non-controlling

SharehOldErS........cviereriririeeece e 5,537.7 6,545.5 10,442.8 5,110.3
Total HabilItIeS.....c.cvierrrreee e, 73,050.6 823921  124,425.7 60,883.5

Our total assets increased from R$73.0 billion in 2010 and R$82.4 billion in 2011 to R$124.4 hillion in 2012,
mainly due to an increase in our financial assets held for trading and short-term open market investments,
which are largely composed of Brazilian treasuries, U.S. Government Bonds and U.S. Agencies, partially
offset by a decrease in our financial assets designated at fair value through profit and loss, mainly comprised
of medium-term open market investments. This increase mostly reflects larger inventories of assets financed
through secured funding, including open market funding. In addition, there was a structural growth of our
assets with the increase of our credit portfolio, included in our other loans and receivables and investment in
associates and jointly controlled entities, which reflects the deployment of the proceeds from the private
placement in 2010 and from the PO in 2012. Our leverage ratio was 13.1x in 2010, 12.6x in 2011 and 11.9x
in 2012.

Our total liahilities increased from R$67.5 billion in 2010 and R$75.8 billion in 2011 to R$114.0 hillionin
2012. Our secured funding liabilities, comprised of open market funding and financial liabilities held for
trading, increased mainly due to the increase in open market funding related to our inventory of financial
assets, partialy offset by a decrease in our securities short position. The unsecured funding (financial
liabilities carried at amortized cost), comprised of deposits, funds from securities and accepted, loans and
onlendings and subordinated liabilities, also presented an increase, mainly as aresult of our strategy to grow
and diversify our funding base, and reflects, among other factors, several issuances of senior and subordinated
bonds.

Our shareholders’ equity increased from R$5.5 billion in 2010 to R$6.5 billion in 2011 and R$10.4 billion in
2012, basically due to the capital increase of R$2.1 hillion from the IPO in 2012, in addition to our return on
equity of 25.4% in 2011 and 26.7% in 2012. This increase was partially offset by dividends and interest on
capital of R$1.0 billion in 2011 and R$814.0 million in 2012.

BTG Pactual Participationsand BTGI

BTGI isnot an issuer of the Units, although holders of Units own an indirect equity interest in BTGI through
their ownership of equity interestsin BTG Pactual Participations. BTG Pactual Participations, one of the
issuers of the Units, isthe general partner of BTGI and is the vehicle for Unit holders to indirectly hold
interestsin BTGI, and, through its subsidiary BTG Bermuda Holdco, owns 21.9% of BTGI’s limited
partnership interests as of September 20, 2013. BTG Pactual Participations. (A) isthe genera partner of
BTGI, (B) does not engage in any other business activity, (C) owns all of the capital stock of BTG Bermuda
Holdco and (D) isthe indirect holding company of al of the BTGI Class C partnership interests, including
those indirectly purchased by Unit holdersin the initial public offering of BTG Pactual in April 2012,
subsequent purchasers of Units and members of the Consortium. As aresult of the foregoing, the
Consolidated Income Statement (IFRS — audited) and Consolidated Balance Sheet (IFRS — audited) of BTGI
set forth below represent financial condition and results of operations that are identical to those of BTG
Pactual Participations. Except for the amounts recorded as net income attributable to controlling shareholders
and net income attributable to non-controlling interests, most of the line itemsincluded in the Consolidated
Income Statement (IFRS — audited) of BTG Pactua Participations are virtually the same as the respective line
itemsin the Consolidated Income Statement (IFRS — audited) of BTGI. As aresult of the foregoing, all risks
of business and operations faced by BTGI are faced equally by BTG Pactual Participations.
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BTG Pactual Participations’ Consolidated Income Statement (IFRS — audited)

The following table sets forth BTG Pactual Participations’ income statement prepared in accordance with
IFRS for the years ended December 31, 2011 and 2012 included in its consolidated financial statements:

For theyear ended December 31,

2010 2011 2012
(in R$millions)

INEENESE INCOME.....eviieeiirieiee b e - 5.4 48.0
INEEMESE EXPENSE. ....eveeeeerereeeerierereetee e ierereste e e sees e e sreseesenessenenes - (23.9) (88.9)
Interest inCOME/eXPeNSES (NEL) ......ccevveeeererierieeee e - (18.0) (40.9)
Gains (losses) on financial instruments held for trading .................... - 273.8 637.9
Gains (losses) on financial assets availablefor sale........c.cocoeeeeeeeee. - - 546.9
Share of profit of associates and joint Ventures...........ccooevvveevveeennnne - - (5.5)
Fees and COMMISSION .......cccciiiiiieieeeiee et - 99.9 -
Other operating iNCOME, NEL..........ccveveiiirieieeeese e - 243 435
TOtA INCOIME ...ttt ettt - 379.9 1,181.9
AdMINiSratiVe EXPENSES .......coeieiieeeieriesie e eee e - (122.1) (207.6)
PErsonNnEl EXPENSES .......ocveieiiicieeee et - (74.9) -
OthEr EXPENSES......cveuireerereeeeereeereree et e e see e sesesee e seesesseneseeneseneens - (10.9) (63.4)
TOtAl EXPENSES. ....eveeveeierereetenereeres et see e sesseeseenesesseneneseesesessenenens - (207.9) (271.0)
Net iNCOME FOr thE VORI .........eeoeveereeeeeeeeeeeeeeeeeseeeeeeeeeseeeeeseesee s - 1719 9109
Other comprehensive inCome (EXPENSES) ....ccovvvveeeeeesiesierieeesreseenes -

Financial assets availablefor sale ... - - (14.2)
Currency trandation adjustments.........ccccvcevereevieiene e - 291.6 322.9
Total comprehensive income for the YEar .............c...coovvvverreveerveennne. - 463.5 1,219.7

Interest income

BTG Pactual Participations’ interest income consists primarily of (i) interest BTG Pactual Participations
charges with respect to open market transactions, and (ii) interest charges and foreign exchange results (in
2011) with respect to loans and receivables (consisting mainly of related party loans).

The table below shows the composition of BTG Pactual Participations’ interest income for the years
indicated:

For theyear ended December 31,

2010 2011 2012
(in R$millions)
Interest on open market tranSaCtioNS..........cccoevererereeiene e - 7.6 119
L0aNS and rECEIVADIES .......c.eveeicreiteceeieecte ettt et - (2.2 36.1
INEEF ESE INCOME......eooovveveeeeeeeeseee s - 5.4 480

2012 versus 2011

BTG Pactual Participations’ interest income increased from R$5.4 million in 2011 to R$48.0 million in 2012.
Thisincrease was mainly due to higher income from BTG Pactual Participations’ credit operations as a result
of anincreasein BTG Pactual Participations’ loan portfolio, from an average balance of R$368.2 million in
2011 to R$543.9 million in 2012. In addition, in 2011, BTG Pactual Participations recorded a R$18.6 million
loss on the balance of related party loans denominated in reais, as aresult of the 3.5% depreciation of the real
against the U.S. dollar in 2011. In 2012, BTG Pactual Participations recorded a R$50.7 million foreign
exchange loss with respect to such 1oans, which was recorded as interest expense.
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Interest expense

BTG Pactual Participations’ interest expenses consist primarily of (i) funding expenses consisting mainly of
interest expenses in connection with repurchase agreements in open market funding transactions, (ii) interest
BTG Pactua Participations pays on loans and financing and (iii) foreign exchange losses in connection with
BTG Pactual Participations’ loans and receivables (consisting mainly of related party loans).

The table below shows the composition of BTG Pactual Participations’ interest expenses for the periods
indicated:

For theyear ended December 31,

2010 2011 2012
(in R$millions)
FUNding EXPENSES........ccoveiiieiirieieesresee e - (16.7) (3L5)
Interest on loans and financing - (6.7) (6.7)
FOreign EXCRANGE .......e i ettt - - (50.7)
INEEF €St EXPENSES ... eeeeees e eeeeseeeeeeeseesee e eeeeeeeeeeeeseeeeeneee - (234 (88.9)

2012 versus 2011

BTG Pactual Participations’ interest expenses increased 279.9%, from R$23.4 million in 2011 to R$88.9
millionin 2012, mainly dueto (i) a R$14.8 million increase in interest expenses from repurchase agreements
on open market transactions due to an increase in the average balance of such transactionsin 2012 as
compared to 2011, mainly aimed to finance U.S. Treasury and U.S. Agencies notes and (ii) an expense of
R$50.7 million related to foreign exchange in 2012 associated with BTG Pactual Participations’ related party
loans denominated in reais as a result of the 8.6% depreciation of the real against the U.S. dollar in 2012.

I nterest income/expenses (net)

As a result of the foregoing, BTG Pactual Participations’ interest income/expenses (net) varied from losses of
R$18.0 million in 2011 to R$40.9 million in 2012.

Gains (losses) on financial instruments held for trading

BTG Pactual Participations’ gains (losses) on financial instruments held for trading consists of results from
BTG Pactual Participations’ global markets activities, composed primarily of gains from the investments
managed by Banco BTG Pactual’s New York and Brazil asset management teams.

2012 versus 2011

BTG Pactual Participations’ gains (losses) on financial instruments held for trading increased 133.0%, from
R$273.8 million in 2011 to R$637.9 million in 2012, mainly dueto (i) higher gains from fixed income
products in Brazil, which benefited from the easing cycle of Brazilian interest rates, (ii) improved
performance of ARF, which had negatively affected BTG Pactual Participationsin 2011 due to BTG Pactual
Participations’ exposure, and (iii) gains from BTG Pactual Participations’ investment in equities in 2012,
primarily driven by the increase of the BM&FBOVESPA index compared to 2011. This gain was partially
offset by (i) mark-to-market losses on the credit default swaps, or CDS, used as a guarantee to certain
financial obligations of Petra Energia S.A. (a company belonging to the STR Group) under loans granted to it
by Banco BTG Pactua (see "Related Party Transactions—BTGI Guarantee to Banco BTG Pactual Loans")
and (ii) lower gains associated with BTG Pactual Participations’ mortgage related-products.
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Gains (losses) on financial assets available for sale

BTG Pactual Participations’ gains (losses) on financial assets available for sale consists of results from the
sale or transfer of securities originally purchased with the intent of selling prior to alengthy time period,
which includes the sale of BTG Pactual Participations’ interests in the portfolio companies of BTG Pactual.

2012 versus 2011

BTG Pactual Participations’ gains (losses) on financial assets available for sale was R$546.9 million in 2012
compared to no gain (loss) in 2011. In 2012, BTG Pactual Participations’ gains were derived from the sale of
certain of BTG Pactual Participations’ equity interests in STR Projetos e Participacdes em Recursos Naturais.
Such interests were sold on July 4, 2012 for R$699.0 million in atransaction executed on the
BM&FBOVESPA.

Share of profit of associates and joint ventures

BTG Pactual Participations’ share of profit of associates and joint ventures consists of results from BTG
Pactual Participations’ recent direct investments in portfolio companies in which BTG Pactual Participations
does not have control.

2012 versus 2011

BTG Pactual Participations’ share of profit of associates and joint ventures presented a loss of R$5.5 million
in 2012 as a result of BTG Pactual Participations’ direct investments in B&A Mineracdo, Tunel de Barcelona
i Cadi and ATLL Concessionaria de La Generalitat de Catalunya S.A. BTG Pactual Participations recorded no
share of profit of associates and joint venturesin 2011.

Fees and commission income

BTG Pactual Participations’ fees and commission income consists primarily of asset management fees,
brokerage fees and underwriting fees which BTG Pactual Participations earned prior to the corporate
restructuring of BTG Pactual in September 2011.

2012 versus 2011

In 2012, BTG Pactua Participations recorded no fees or commission income, since BTG Pactual
Participations transferred all of its operating subsidiaries that conducted asset management activitiesin
London, New York, and Hong Kong to Banco BTG Pactual in September 2011. BTG Pactual Participations’
fees and commission income was R$99.9 million in 2011, consisting of asset management and performance
fees, brokerage fees and underwriting fees earned through BTG Pactual Participations’ asset management
operations in the first three quarters of 2011 conducted through BTG Pactual Participations’ former operating
subsidiaries.

Other operating income (net)

BTG Pactual Participations’ other operating income, net consists primarily of BTG Pactual Participations’
operating income not otherwise classified as part of the other income line items described above, and includes
the recognition of equity kicker fees accrued on BTG Pactual Participations’ investments transferred to the
Merchant Banking Partnership. See "—Significant Acquisitions, Divestitures and Corporate Restructurings
Affecting the Results of Operations of BTG Pactual—Divesture of BTG Alpha."

2012 versus 2011

BTG Pactual Participations’ other operating income, net increased 79.0%, from R$24.3 million in 2011 to
R$43.5 million in 2012, mainly due to an increase in revenue from insurance premiums as a result of the
expansion of BTG Pactual Participations’ insurance business, which commenced in 2011, through BTG
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Pactual Participations’ subsidiary Preserve Insurance Co. This gain was partially offset by the recognition in
2011 of equity kicker fees accrued on certain investments transferred to the Merchant Banking Partnership,
with no corresponding gain in 2012. See "—Significant Acquisitions, Divestitures and Corporate
Restructurings Affecting the Results of Operations of BTG Pactual—Divestiture of BTG Alpha."

Total income

As a result of the foregoing, BTG Pactual Participations’ total income increased 211.1%, from R$379.9
millionin 2011 to R$1,181.9 million in 2012.

Administrative expenses
BTG Pactual Participations’ administrative expenses include the following costs and expenses:

For theyear ended December 31,

2010 2011 2012
(in R$millions)
ProfeSSioNal fEES .......coviviriecciier s - 89.0 207.2
Expensesrelated to financial Market...........ccooooeveneieiinieieceieee e - 7.1 -
Other adminiStrative EXPENSES ......cvcieieiirieieese et ean - 26.0 0.4
TOLA . e i 1221 207.6

2012 versus 2011

BTG Pactual Participations’ administrative expenses increased 70.0%, from R$122.1 million in 2011 to
R$207.6 million in 2012, mainly due to an increase in performance fees paid by BTG Pactua Participationsin
connection with ARF to Banco BTG Pactual’s asset management teamsin Brazil and New Y ork, as aresult of
both (i) the better performance of ARF during the period and (ii) the transfer of BTG Pactual Participations’
New Y ork asset management platform to Banco BTG Pactual in September 2011 as part of the corporate
restructuring of BTG Pactual, whereas prior to this corporate restructuring, a portion of the performance fees
payable in connection with ARF were eliminated in the consolidation process. This increase was partially
offset by a decrease in administrative expensesin 2012 as aresult of BTG Pactual Participations no longer
having any operating subsidiaries following the corporate restructuring of BTG Pactual.

Personnel expenses

BTG Pactual Participations’ personnel expenses consisted of salaries, benefits, bonuses, social security
charges and other payments made to BTG Pactual Participations’ personnel, including retention expenses.
BTG Pactual Participations ceased to incur such expenses beginning in September 2011, when its operating
subsidiaries responsible for conducting BTG Pactual Participations’ international activitiesin London, New
Y ork, and Hong Kong were transferred to Banco BTG Pactual .

2012 versus 2011

BTG Pactual Participations recorded no personnel expensesin 2012 as aresult of not having any employees
following the transfer of BTG Pactual Participations’ operating subsidiaries responsible for conducting BTG
Pactual Participations’ international activities in London, New York, and Hong Kong to Banco BTG Pactual
in September 2011.
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Other expenses

BTG Pactual Participations’ other expenses include (i) expensesin connection with BTG Pactual
Participations’ insurance business, (ii) expenses in connection with foreign exchange variation and (iii) tax
expenses.

BTG Pactual Participations’ tax expenses include primarily (i) withholding taxes in connection with BTG
Pactual Participations’ New York broker-dealer activities prior to the corporate restructuring of BTG Pactual
related to commissions earned on Brazilian stock trades and underwriting activities and (ii) 10OF taxes on
financial transactions due upon the remittance of foreign currency to Brazil.

2012 versus 2011

BTG Pactual Participations’ other expenses increased from R$10.9 million in 2011 to R$63.4 million in 2012,
mainly due to (i) higher provisions for insurance claims and other related expensesin line with the ramp-up of
BTG Pactual Participations’ insurance business and (ii) negative foreign exchange variation related to
receivables denominated in reais from one of BTG Pactual Participations’ subsidiaries as a result of the 8.6%
depreciation of the real against the U.S. dollar in 2012. Thisincrease in expenses was partially offset by the
fact that BTG Pactual Participations had recorded no tax expensesin 2012 due to the transfer of BTG Pactual
Participations’ operating subsidiaries responsible for conducting BTG Pactual’s international activities in
London, New York, and Hong Kong to Banco BTG Pactual in September 2011. BTG Pactual Participations’
tax expensesin 2011 were R$3.2 million, primarily consisting of withholding tax related to BTG Pactua
Participations’ New York broker-dealer activitiesin connection with the commissions earned on Brazilian
stock trades and underwriting activities.

Total expenses

As a result of the foregoing, BTG Pactual Participations’ total expenses increased 30.4%, from R$207.9
million in 2011 to R$271.0 million in 2012.

Net income for the year

As a result of the foregoing, BTG Pactual Participations’ net income for the year increased 429.9% from
R$171.9 millionin 2011 to R$910.9 million in 2012.

Other comprehensive income (expenses)

BTG Pactual Participations’ other comprehensive income (expenses) consist of BTG Pactual Participations’
results from financial assets available for sale and currency trandation adjustments, as described below.

Financial assets available for sale

BTG Pactual Participations’ financial assets available for sale are classified as other comprehensive income to
the extent that such gains or losses from BTG Pactual Participations’ financial assets available for sale are not
yet realized. Upon realization, such amounts are reclassified as "gain (loss) on financial assets available for
sale," as described above.

2012 versus 2011

BTG Pactual Participations recorded a loss of R$14.2 million in 2012 from BTG Pactual Participations’
financial assets available for sale mainly as aresult of unrealized losses on certain private equity investments.
BTG Pactual Participations recorded no results on financial assets available for salein 2011.

Currency trandation adjustments

Pursuant to IFRS, BTG Pactual Participationsis required to record gains or losses on BTG Pactual
Participations’ net equity as a result of the conversion of BTG Pactual Participations’ financial statements
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denominated in U.S. dollars (BTG Pactual Participations’ functional currency) into reais by using the year-
end prevailing exchange rate for monetary assets and liabilities and the monthly average exchange rates for
the income statement.

2012 versus 2011

BTG Pactual Participations’ currency translation adjustment increased 10.7%, from R$291.6 million in 2011
to R$322.9 million in 2012. Thisincrease is mainly attributable to higher gains from currency translation
adjustments due to a83.7% increase in BTG Pactual Participations’ shareholders’ equity, which was partially
offset by alower depreciation of the real against the U.S. dollar, which depreciated 8.6% in 2012 and 12.0%
in2011.

Total comprehensive income for the year

Asaresult of the foregoing, BTG Pactual Participations’ total comprehensive income for the year increased
from R$463.5 million in 2011 to R$1,219.7 million in 2012.

BTG Pactual Participations’ Consolidated Balance Sheet (IFRS — audited)

The following table sets forth BTG Pactual Participations’ balance sheet prepared in accordance with IFRS
for the years ended December 31, 2010, 2011 and 2012 included in its consolidated financial statements:

Asof December 31,

2010 2011 2012 2012
(in R$millions) (in US$ millions)

Assets

Cash and cash equivalents............ccocevvevreiesesieee e 995.5 319 78.8 38.6
Open market iNVeStMEeNtS..........ccoeeeeerererene e 5,745.5 2,995.9 11.2 55
Derivative financia instruments.........ccccceevvievereecieinnne 65.9 244 510.3 249.7
Financial assets held for trading..........ccccccevevvienciiecieinne 17,089.3 18,719.5 22,964.6 11,237.9
Financial assets availablefor sale........ccccccceevvcveeecenenn. 182.9 480.4 1,044.9 511.3
Loans and recaiVabIes. ........cccovveveveeiceie e 347.0 376.2 721.8 353.2
Receivables from brokers..........coceevevveeeecccee e, 6,058.9 7,838.0 1,238.8 606.2
Non-current assets held for sale.......coceeveeeviveicciccieinns - - 3385 165.6
Investment in associates and joint ventures.................... - - 5714 279.6
Other ASSELS......ceecveeeiceeecee et e 214.8 117.9 336.0 164.4
TOtal @SSELS ....vecveecveecte et 30,699.8 30,584.2 27,816.2 13,612.0
Liabilities and Shareholders’ equity.........cccovvcevereennnene.

Open market funding ........ccoeveveicieii e, 8,190.8 9,916.5 21,393.9 10,469.2
Derivative financia instruments...........cccecceeevvvcceeneene. 55.8 309.1 849.5 415.7
Financial liabilitiesheld for trading .........cccccovvvervennnene. 13,963.5 4,979.9 855.8 418.8
Financial liabilities at amortized COStS.........cccccvevvennnen. 565.6 107.4 286.2 140.1
Payablesto broKers.........ccccoviveveiesicieee e 5,949.9 12,979.4 281.8 137.9
Other [1abilitieS.......ccveeeiciiecieccee e 236.0 915 105.5 51.6
Shareholders’ equity and non-controlling interest.......... 1,738.2 2,200.4 4,043.6 1,978.8
Total liabilities and shareholders’ equity ..................... 30,699.8 30,5842 27,8162 13,612.0

As of December 31, 2012, BTG Pactual Participations’ total assets totaled R$27,816.2 million, representing a
9.1% decrease as compared to R$30,584.2 million at December 31, 2011. As of December 31, 2010, total
assets totaled R$30,699.8 million, or 0.4% higher than December 30, 2011.

The 9.1% decrease in total assets at December 31, 2012 as compared to the prior year was due primarily to a
reduction in open market investments and in due from brokers, which represent a shift in strategy which
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reduced the exposure to certain markets, including U.S. mortgage passthrough securities that utilized higher
leverage. These reductions were partially offset by an increase in financial assets held for trading, primarily in
U.S. Treasury and U.S. Agency securities. Total assets as of December 31, 2011 were in line with 2010 (0.4%
decrease). Such decrease was due to a decrease in open market investments, offset by increasesin financial
assets held for trading and receivables from brokers, respectively.

Total liabilities as of December 31, 2012 decreased 16.2% to R$23,772.6 million, as compared to R$28,383.8
million in the previous year. The decrease was due to areduction in financial liabilities held for trading and in
payablesto brokers, partially offset by an increase in open market funding, through which BTG Pactual
Participations funds its portfolio through secured funding arrangements, such as repurchase agreements. Total
liabilities as of December 31, 2011 were 2.0% lower as compared to December 31, 2010, when it totaled
$28,961.6 million. Such decrease was due to a reduction in financial liabilities held for trading, partially offset
by an increase in payables to brokers and in open market funding.

Shareholders’ equity and non-controlling interest reached R$4,043.6 million at December 31, 2012,
representing an increase of 83.8% compared to R$2,200.4 million at December 31, 2011. The increase was
primarily due to the IPO proceeds of R$632.2 and to the 2012 net income of R$910.9 million. In addition,
currency translation adjustments of R$323.0 million, recorded in other comprehensive income, contributed to
the increase. At December 31, 2011, shareholders’ equity and non-controlling interest had increased 26.6% as
compared to December 31, 2010, when it totaled R$1,738.2 million. The increase in 2011 was mostly due to
net income of R$172.0 million and currency trandlation adjustments of R$291.6 million.

BTGI’s Consolidated Income Statement (IFRS — audited)

The following table sets forth our income statement prepared in accordance with IFRS for the years ended
December 31, 2010, 2011 and 2012 included in its consolidated financial statements:

For theyear ended December 31,

2010 2011 2012
(in R$millions)

INEENESE INCOME......ceiiceiirieieee e 54.8 5.4 48.0
Interest expense (54.1) (23.4) (88.9)
Interest inCOME/eXPENSES (NEL) ......ccevveeeeiirieeeeee e 0.7 (18.0) (40.9)
Gains (losses) on financial instruments held for trading .................... 452.2 273.8 637.9
Gains (losses) on financial assets availablefor sale........ccccevveueeeee. - - 546.9
Share of profit of associates and joint Ventures...........ccoevvvevveeennnne - - (5.5)
Fees and COMMISSION .......cccciiiiieeeeie e 116.7 99.9 -
Other operating income, net 2.7 243 435
TOtAl INCOME ...ttt e 572.3 379.9 1,181.9
AdMINiStrative EXPeNSES .......cocciverereeerenereeesie e seeneens (141.3) (122.1) (207.6)
PErsonNNEl EXPENSES .......ccveieiiicieeee e (97.0) (74.9) -
OthEr EXPENSES......cveuireerireeeeereee st see s e see e se et eseesesseneseenesenens (17.8) (10.9) (63.4)
TOtal EXPENSES.....cvevirieeririeierererese s seseeees (256.1) (207.9) (271.0)
Net income for the year 316.2 1719 9109
Other comprehensive income (expenses)

Financial assets availablefor sale ... - - (14.2)
Currency trandation adjuStments...........ccccveeeeeereseieesceese e (71.7) 291.6 3229
Total comprehensive income for the YEar .............eweeveeeereeeneesseereens 2445 463.5 1,219.7
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I nterest income

BTGI’s interest income consists primarily of (i) interest BTGI charges with respect to open market
transactions, and (ii) interest charges and foreign exchange results (in 2010 and 2011) with respect to loans
and receivables (consisting mainly of related party loans).

The table below shows the composition of BTGI’s interest income for the years indicated:

For theyear ended December 31,

2010 2011 2012
(in R$millions)
Interest on open Market tranSaCtions..........ccvcvviiverieeeicie e 419 7.6 11.9
L0ans and reCaIVADIES........cceeeeie e et 12.9 (2.2) 36.1
INEEF €St IMCOME ... ese e eeee e eeeeeeees 54.8 5.4 48.0

2012 versus 2011

BTGI’s interest income increased from R$5.4 million in 2011 to R$48.0 million in 2012. This increase was
mainly due to higher income from BTGI’s credit operations as a result of an increase in BTGI’s loan portfolio,
from an average balance of R$368.2 million in 2011 to R$543.9 million in 2012. In addition, in 2011, BTGI
recorded a R$18.6 million loss on the balance of related party loans denominated in reais, as aresult of the
3.5% depreciation of the real against the U.S. dollar in 2011. In 2012, BTGI recorded a R$50.7 million
foreign exchange loss with respect to such 1oans, which was recorded as interest expense.

2011 versus 2010

BTGI’s interest income decreased 90.1%, from R$54.8 million in 2010 to R$5.4 million in 2011. In 2011,
BTGI had a R$18.6 million loss on the balance of related party |oans denominated in reais, as aresult of the
12.0% depreciation of the real against the U.S. dollar during the year. In 2010, BTGI had a R$20.6 million
gain on the R$1.2 billion loan denominated in reais granted to BTG Pactual Participagdes |l S.A, or "BTG
Participacfes," in connection with the acquisition of Banco BTG Pactual by the Partnersin 2009 (as BTG
Participacfes was the holding company through which the Partners acquired Banco BTG Pactual) aresult of
(i) the 0.65% appreciation of the real against the U.S. dollar from January 1, 2010 to November 26, 2010, the
date on which BTG Participagdes repaid R$730 million of the outstanding amount of such loan, and (ii) the
3.58% appreciation of the real against the U.S. dollar from January 1, 2010 to December 29, 2010, the date on
which BTG Participagdes repaid the remaining R$470 million of the outstanding amount of such loan.

Interest expense

BTGI’s interest expenses consist primarily of (i) funding expenses consisting mainly of interest expenses in
connection with repurchase agreements in open market funding transactions, (ii) interest BTGI pays on loans
and financing and (iii) foreign exchange losses in connection with BTGI’s loans and receivables (consisting
mainly of related party loans).

The table below shows the composition of BTGI’s interest expenses for the periods indicated:

For the year ended December 31,

2010 2011 2012
(in R$millions)
FUNAING EXPENSES.......oiviieeeieeiesie et ettt ae et ne e ene s (44.4) (16.7) (3L5)
Interest on loans and financing (9.7) (6.7) (6.7)
FOrEigN EXCNANGE.......c..cveevereeceeeesee s essesses st ssss e ssesssssas s sens - - (50.7)
INEEN ESE EXPENSES ..o eeesee e s eeeeseseses s s seseeseseeetseseneseseseses s seseee (54.1) (234) (88.9)
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2012 versus 2011

BTGI’s interest expenses increased 279.9%, from R$23.4 million in 2011 to R$88.9 million in 2012, mainly
dueto (i) aR$14.8 million increase in interest expenses from repurchase agreements on open market
transactions due to an increase in the average balance of such transactionsin 2012 as compared to 2011,
mainly aimed to finance U.S. Treasury and U.S. Agencies notes and (ii) an expense of R$50.7 million related
to foreign exchange in 2012 associated with BTGI’s related party loans denominated in reais as a result of the
8.6% depreciation of the real against the U.S. dollar in 2012.

2011 versus 2010

BTGI’s interest expenses decreased 56.7%, from R$54.1 million in 2010 to R$23.4 million in 2011, mainly
dueto (i) aR$27.7 million decrease in interest expenses from repurchase agreements on open market
transactions due to the lower average balance of such transactionsin 2011 as compared to 2010, mainly aimed
to finance U.S. treasury and U.S. agencies notes, and (ii) a R$3.1 million decrease in expenses from
borrowing and onlending resulting from alower average balance of such borrowings

I nterest income/expenses (net)

As a result of the foregoing, BTGI’s interest income/expenses (net) varied from a gain of R$0.7 millionin
2010 to losses of R$18.0 million and R$40.9 millionin 2011 and 2012, respectively.

Gains (losses) on financial instruments held for trading

BTGI’s gains (losses) on financial instruments held for trading consists of results from BTGI’s global markets
activities, composed primarily of gains from the investments managed by Banco BTG Pactual’s New York
and Brazil asset management teams. In 2010, through BTGI’s investment in ARF, BTGl also had results from
investments managed by Banco BTG Pactual’s London and Hong Kong asset management teams. However,
in the first quarter of 2010, the investment strategies of ARF changed and, as a result, Banco BTG Pactual’s
London asset management team ceased to conduct portfolio management activities for ARF and became a
manager of an exclusive fund of Banco BTG Pactual in which BTGI does not invest. Accordingly, BTGI’s
returns from ARF no longer reflect gains resulting from the previous investment strategy. For additional
information regarding ARF, see "Business—Business Units—Asset Management—Global Hedge Funds."

2012 versus 2011

BTGI’s gains (losses) on financial instruments held for trading increased 133.0%, from R$273.8 million in
2011 to R$637.9 million in 2012, mainly dueto (i) higher gains from fixed income productsin Brazil, which
benefited from the easing cycle of Brazilian interest rates, (ii) improved performance of ARF, which had
negatively affected us in 2011 due to BTGI’s exposure, and (iii) gains from BTGI’s investment in equities in
2012, primarily driven by the increase of the BM&FBOVESPA index compared to 2011. This gain was
partially offset by (i) mark-to-market losses on the credit default swaps, or CDS, used by usto guarantee
certain financial obligations of Petra Energia S.A. (a company belonging to the STR Group) under loans
granted to it by Banco BTG Pactua (see "Related Party Transactions—BTGI Guarantee to Banco BTG
Pactual Loans") and (ii) lower gains associated with BTGI’s mortgage related-products.

2011 versus 2010

BTGI’s gains (losses) on financial instruments held for trading decreased 39.5%, from R$452.2 million in
2010 to R$273.8 million in 2011, mainly due to (i) ashift in the investment strategy of ARF, which resulted
in the reduction of transactions leveraged with short-term funding, (ii) lower gains from investments managed
by Banco BTG Pactual’s New York asset management team, which in 2010 still benefited from the interest
rate volatility in the U.S. and that in 2011 suffered from the impact of interest rates markets related to the
instability in the macroeconomic scenario in Europe and (iii) losses from investment in equities managed by
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Banco BTG Pactual’s Brazilian asset management team in 2011, primarily driven from the decrease of
BM& FBOVESPA index during this period.

Gains (losses) on financial assets available for sale

BTGI’s gains (losses) on financial assets available for sale consists of results from the sale or transfer of
securities originally purchased with the intent of selling prior to alengthy time period, which includes the sale
of BTGI’s interests in the portfolio companies of BTG Pactual.

2012 versus 2011

BTGI’s gains (losses) on financial assets available for sale was R$546.9 million in 2012 compared to no gain
(loss) in 2011. In 2012, BTGI’s gains were derived from the sale of certain of BTGI’s equity interests in STR
Projetos e ParticipacGes em Recursos Naturais. Such interests were sold on July 4, 2012 for R$699.0 million

in atransaction executed on the BM&FBOVESPA.

2011 versus 2010
There were no gains (losses) on financial assets available for salein 2010 or 2011.
Share of profit of associates and joint ventures

BTGI’s share of profit of associates and joint ventures consists of results from BTGI’s recent direct
investments in portfolio companies in which BTGI does not have control.

2012 versus 2011

BTGI’s share of profit of associates and joint ventures presented a loss of R$5.5 million in 2012 as a result of
BTGI’s direct investments in B&A Mineragao, Tunel de Barcelona i Cadi and ATLL Concessionariade La
Generalitat de Catalunya S.A. BTGI recorded no share of profit of associates and joint venturesin 2011.

2011 versus 2010
BTGI recorded no share of profit of associates and joint venturesin either 2011 or 2010.
Fees and commission income

BTGI’s fees and commission income consists primarily of asset management fees, brokerage fees and
underwriting fees which BTGI earned prior to the corporate restructuring of BTG Pactual in September 2011.

2012 versus 2011

In 2012, BTGI recorded no fees and or commission income, since BTGI transferred all of its operating
subsidiaries that conducted asset management activitiesin London, New Y ork, and Hong Kong to Banco
BTG Pactual in September 2011. BTGI’s fees and commission income was R$99.9 million in 2011,
consisting of asset management and performance fees, brokerage fees and underwriting fees earned through
BTGI’s asset management operations in the first three quarters of 2011 conducted through BTGI’s former
operating subsidiaries.

2011 versus 2010

BTGI’s fees and commission income decreased 14.4%, from R$116.7 million in 2010 to R$99.9 million in
2011, mainly due to the transfer of BTGI’s operating subsidiaries responsible for conducting BTG Pactual’s
international activitiesin London, New Y ork, and Hong Kong to Banco BTG Pactual in September 2011,
coupled with a 40.0% decrease of BTGI’s asset management fees resulting from the lower performance of the
assets managed. This decrease was partially offset by a 34.4% increase in brokerage fees and a 163.3%
increase in underwriting fees.
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Other operating income (net)

BTGI’s other operating, net consists primarily of BTGI’s operating income not otherwise classified as part of
the other income line items described above, and includes the recognition of equity kicker fees accrued on
BTGI’s investments transferred to the Merchant Banking Partnership. See "—Significant Acquisitions,
Divestitures and Corporate Restructurings Affecting the Results of Operations of BTG Pactual—Divesture of
BTG Alpha."

2012 versus 2011

BTGI’s other operating income, net increased 79.0%, from R$24.3 million in 2011 to R$43.5 million in 2012,
mainly due to an increase in revenue from insurance premiums as a result of the expansion of BTGI’s
insurance business, which commenced in 2011, through BTGI’s subsidiary Preserve Insurance Co. This gain
was partially offset by the recognition in 2011 of equity kicker fees accrued on certain investments transferred
to the Merchant Banking Partnership, with no corresponding gain in 2012. See "—Significant Acquisitions,
Divestitures and Corporate Restructurings Affecting the Results of Operations of BTG Pactual—Divestiture
of BTG Alpha."

2011 versus 2010

BTGI’s other operating income, net increased from R$2.7 million in 2010 to R$24.3 million in 2011, mainly
due to the recognition of an equity kicker fee on certain investments transferred to the Merchant Banking
Partnership. See "—Significant Acquisitions, Divestitures and Corporate Restructurings Affecting the Results
of Operations of BTG Pactual—Divesture of BTG Alpha.”

Total income

As a result of the foregoing, BTGI’s total income (i) increased 211.1%, from R$379.9 million in 2011 to
R$1,181.9 million in 2012, and (ii) decreased 33.6%, from R$572.3 million in 2010 to R$379.9 million in
2011.

Administrative expenses

BTGI’s administrative expenses include the following costs and expenses:

For theyear ended December 31,

2010 2011 2012
(in R$millions)
ProfeSSioNal fEES .......coviviiicciie s 100.1 89.0 207.2
Expensesrelated to financial market...........ccooooeiereniiiniieieceee e 6.6 71 -
Other administrative expenses 34.6 26.0 0.4
SR F 1413 1221 2076

2012 versus 2011

BTGI’s administrative expenses increased 70.0%, from R$122.1 million in 2011 to R$207.6 million in 2012,
mainly due to an increase in performance fees paid by usin connection with ARF to Banco BTG Pactual’s
asset management teams in Brazil and New Y ork, as aresult of both (i) the better performance of ARF during
the period and (ii) the transfer of BTGI’s New York asset management platform to Banco BTG Pactual in
September 2011 as part of the corporate restructuring of BTG Pactual, whereas prior to this corporate
restructuring, a portion of the performance fees payable in connection with ARF were eliminated in the
consolidation process. This increase was partially offset by a decrease in administrative expensesin 2012 as a
result of us no longer having any operating subsidiaries following the corporate restructuring of BTG Pactual.
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2011 versus 2010

BTGI’s administrative expenses decreased 13.6%, from R$141.3 million in 2010 to R$122.1 million in 2011,
mainly due to (i) the transfer of BTGI’s operating subsidiaries responsible for conducting BTG Pactual’s
international activitiesin London, New Y ork, and Hong Kong to Banco BTG Pactual in September 2011.
Such subsidiaries incurred R$10.9 million of expenses related to premises, travel presentations and
conferencesin 2011, compared to R$14.2 million in 2010; (ii) the R$5.4 million in legal and consultancy
expenses incurred in 2010 in connection with, among other things, initiatives to implement changes to BTGI’s
corporate governance and organizational structure in anticipation of the private placement of securitiesto the
members of the Consortium; and (iii) the reduction in brokerage fees paid to brokers, as aresult of the
termination of portfolio management activities of the London asset management team in ARF, in the first
quarter of 2010.

Personnel expenses

BTGI’s personnel expenses consisted of salaries, benefits, bonuses, social security charges and other
payments made to BTGI’s personnel, including retention expenses. BTGI ceased to incur such expenses
beginning in September 2011, when its operating subsidiaries responsible for conducting BTGI’s international
activitiesin London, New Y ork, and Hong Kong were transferred to Banco BTG Pactual.

2012 versus 2011

BTGI recorded no personnel expensesin 2012 asaresult of not having any employees following the transfer
of BTGI’s operating subsidiaries responsible for conducting BTGI’s international activities in London, New
Y ork, and Hong Kong to Banco BTG Pactual in September 2011.

2011 versus 2010

BTGI’s personnel expenses decreased 22.8%, from R$97.0 million in 2010 to R$74.9 million in 2011, mainly
dueto (i) a decrease in bonus expenses of R$12.8 million in line with BTGI’s lower profit during such period
and (ii) the transfer of BTGI’s operating subsidiaries responsible for conducting BTG Pactual’s international
activitiesin London, New Y ork, and Hong Kong to Banco BTG Pactual in September 2011. These
subsidiaries incurred personal expenses of R$25.4 million in 2011, compared to R$34.7 million in 2010.

Other expenses

BTGI’s other expenses include (i) expenses in connection with BTGI’s insurance business, (ii) expenses in
connection with foreign exchange variation and (iii) tax expenses.

BTGI’s tax expenses include primarily (i) withholding taxes in connection with BTGI’s New York broker-
dealer activities prior to the corporate restructuring of BTG Pactual related to commissions earned on
Brazilian stock trades and underwriting activities and (ii) 10OF taxes on financial transactions due upon the
remittance of foreign currency to Brazil.

2012 versus 2011

BTGI’s other expenses increased from R$10.9 million in 2011 to R$63.4 million in 2012, mainly due to (i)
higher provisions for insurance claims and other related expensesin line with the ramp-up of BTGI’s
insurance business and (ii) negative foreign exchange variation related to receivables denominated in reais
from one of BTGI’s subsidiaries as a result of the 8.6% depreciation of the real against the U.S. dollar in
2012. Thisincrease in expenses was partially offset by the fact that BTGI had recorded no tax expensesin
2012 due to the transfer of BTGI’s operating subsidiaries responsible for conducting BTG Pactual’s
international activitiesin London, New Y ork, and Hong Kong to Banco BTG Pactual in September 2011.
BTGI’s tax expenses in 2011 were R$3.2 million, primarily consisting of withholding tax related to BTGI’s
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New Y ork broker-dealer activities in connection with the commissions earned on Brazilian stock trades and
underwriting activities.

2011 versus 2010

BTGI’s other expenses decreased 38.8%, from R$17.8 million in 2010 to R$10.9 million in 2011. The
expenses in 2011 include mainly foreign exchange variation of receivables and, in 2010, BTGI’s expenses
include losses recorded on results of BTG Alpha prior to its sale at book value to the Merchant Banking
Partnership. See "—Significant Acquisitions, Divestitures and Corporate Restructurings Affecting the Results
of Operations of BTG Pactual—Divestiture of BTG Alpha." Thisincrease was partially offset by a’54.9%
decrease in tax expenses, from R$7.1 million in 2010 to R$3.2 million in 2011, mainly due to the payment of
an |0OF tax on financial transactionsin 2010 that is due upon the remittance of foreign currency to Brazil,
which BTGI did not incur in 2011.

Total expenses

Asaresult of the foregoing, BTGI’s total expenses (i) increased 30.4%, from R$207.9 million in 2011 to
R$271.0 millionin 2012, and (ii) decreased 18.8%, from R$256.1 million in 2010 to R$207.9 million, in
2011.

Net income for the year

As a result of the foregoing, BTGI’s net income for the year (i) increased 429.9% from R$171.9 million in
2011 to R$910.9 million in 2012; and (ii) decreased 45.6%, from R$316.2 million in 2010 to R$171.9 million
in 2011

Other comprehensive income (expenses)

BTGI’s other comprehensive income (expenses) consist of BTGI’s results from financial assets available for
sale and currency trandation adjustments, as described below.

Financial assets available for sale

BTGI’s financial assets available for sale are classified as other comprehensive income to the extent that such
gains or losses from BTGI’s financial assets available for sale are not yet realized. Upon realization, such
amounts are reclassified as "gain (loss) on financial assets available for sale," as described above.

2012 versus 2011

BTGI recorded a loss of R$14.2 million in 2012 from BTGI’s financial assets available for sale mainly as a
result of unrealized losses on certain private equity investments. BTGI recorded no results on financial assets
available for salein 2011.

2011 versus 2010
BTGI recorded no results on financial assets available for salein 2011 or 2010.
Currency trandation adjustments

Pursuant to IFRS, BTGI is required to record gains or losses on BTGI’s net equity as a result of the
conversion of BTGI’s financial statements denominated in U.S. dollars (BTGI’s functional currency) into
reais by using the year-end prevailing exchange rate for monetary assets and liabilities and the monthly
average exchange rates for the income statement.

2012 versus 2011

BTGI’s currency translation adjustment increased 10.7%, from R$291.6 million in 2011 to R$322.9 million in
2012. Thisincrease is mainly attributable to higher gains from currency tranglation adjustments dueto a
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83.7% increase in BTGI’s shareholders’ equity, which was partially offset by alower depreciation of the real
against the U.S. dollar, which depreciated 8.6% in 2012 and 12.0% in 2011.

2011 versus 2010

BTGI’s other comprehensive income translation adjustments varied from a loss of R$71.7 million in 2010 to a
gain of R$291.6 million in 2011. Thisvariation isin line with the variation of the exchange rate of the real
against the U.S. dollar, which depreciated 12.0% in 2011 and appreciated 3.5% in 2010. This variation was
resulted from the 29.4% increase in BTGI’s shareholders’ equity.

Total comprehensiveincome for the year

As a result of the foregoing, BTGI’s total comprehensive income for the year (i) increased from R$463.5
million in 2011 to R$1,219.7 million in 2012 and (ii) increased 89.6%, from R$244.5 million in 2010 to
R$463.5 millionin 2011.

BTGI’s Consolidated Balance Sheet (IFRS — audited)

The following table sets forth BTGI’s balance sheet prepared in accordance with IFRS for the years ended
December 31, 2010, 2011 and 2012 included in its consolidated financial statements:

Asof December 31,

2010 2011 2012 2012
(in R$millions) (in US$ millions)

Assets
Cash and cash equivalents............ccccevvevreienesccsecene 995.5 31.9 78.8 38.6
Open market iNVeStMEeNts..........ccoeoeeereerenenee e 5,745.5 2,995.9 11.2 55
Derivative financia instruments.........ccceeeeevveneriecieinnns 65.9 24.4 510.3 249.7
Financial assets held for trading..........ccoccovvvvrerccereenne 17,089.3 18,719.5 22,964.6 11,237.9
Financial assets availablefor sale........ccccocceevvcveeennenn. 182.9 480.4 1,044.9 511.3
Loans and recaiVables. .........cccvvevieveeiseie e 347.0 376.2 721.8 353.2
Receivables from brokers..........oceeveeveieecccee e, 6,058.9 7,838.0 1,238.8 606.2
Non-current assets held for sale.......cocevveeeiiieicciciecnns - - 3385 165.6
Investment in associates and joint ventures.................... - - 5714 279.6
Other ASSELS.....c.evvieiirieierieeresee e s 214.8 117.9 336.0 164.4
TOtal @SSELS ..ottt 30,699.8 30,584.2 27,816.2 13,612.0
Liabilities and Shareholders’ equity.........ccccvevvereerernene
Open market fuNding ........coccovererereierre e 8,190.8 9,916.5 21,393.9 10,469.2
Derivative financia instruments..........cccccceeeevecceeceene 55.8 309.1 849.5 415.7
Financial liabilitiesheld for trading .........cccccovvvevveninene. 13,963.5 4,979.9 855.8 418.8
Financial liabilities at amortized COStS..........cccecveveennnen. 565.6 107.4 286.2 140.1
Payablesto broKers.........ccccoiiveveveniceeecese e 5,949.9 12,979.4 281.8 137.9
Other l1abilitiES.....cuereeerereereeee e 236.0 915 105.5 51.6
Shareholders’ equity and non-controlling interest.......... 1,738.2 2,200.4 4,043.6 1,978.8

30,699.8 30,584.2 27,816.2 13,612.0

Total liabilities and shareholders’ equity ..........c.cccee.....

As of December 31, 2012, BTGI’s total assets totaled R$27,816.2 million, representing a 9.1% decrease as
compared to R$30,584.2 million at December 31, 2011. As of December 31, 2010, total assetstotaled
R$30,699.8 million, or 0.4% higher than December 30, 2011.

The 9.1% decrease in total assets at December 31, 2012 as compared to prior year was due primarily to a
reduction in open market investments and in due from brokers, which represent a shift in strategy which
reduced the exposure to certain markets, including U.S. mortgage passthrough securities, that utilized higher
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leverage.; these reductions were partially offset by an increase in financial assets held for trading, primarily in
U.S. Treasury and U.S. Agency securities. Total assets as of December 31, 2011 were in line with 2010 (0.4%
decrease). Such decrease was due to a decrease in open market investments, offset by increasesin financial
assets held for trading and receivables from brokers, respectively.

Total liabilities as of December 31, 2012 decreased 16.2% to R$23,772.6 million, as compared to R$28,383.8
million in the previous year. The decrease was due to areduction in financial liabilities held for trading and in
payablesto brokers, partially offset by an increase in open market funding, through which we fund our
portfolio through secured funding arrangements, such as repurchase agreements. Total liabilities as of
December 31, 2011 were 2.0% lower as compared to December 31, 2010, when it totaled $28,961.6 million.
Such decrease was due to areduction in financial liabilities held for trading, partially offset by an increasein
payables to brokers and in open market funding.

Shareholders’ equity and non-controlling interest reached R$4,043.6 million at December 31, 2012,
representing an increase of 83.8% compared to R$2,200.4 million at December 31, 2011. The increase was
primarily due to the IPO proceeds of R$632.2 and to the 2012 net income of R$910.9 million. In addition,
currency transation adjustments of R$323.0 million, recorded in other comprehensive income, contributed to
the increase. At December 31, 2011, shareholders’ equity and non-controlling interest had increased 26.6% as
compared to December 31, 2010, when it totaled R$1,738.2 million. The increase in 2011 was mostly due to
net income of R$172.0 million and currency trandlation adjustments of R$291.6 million.

Combined Income Statement of BTG Pactual (Brazilian GAAP—audited)

The following table sets forth the income statement of BTG Pactual 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 Prospectus:

Asof December 31,

2010@ 2011 2012 2012
(in R$millions) (in US$ millions)

FiNancial INCOME........oe.eeeeeeeeeeeeeee e 4,109.6 6,627.1 10,025.3 4,905.9
LOBNS...etieteesieie e e e 369.1 1,014.3 1,373.7 672.2
SECUMTIES. .e.veeietreee et r e sre e 3,279.8 5322.1 8,046.0 3,937.4
Derivative financial instruments...........coceoevverenccrinennn 391.9 - 426.0 208.5
Foreign EXChange ........cccoeevreiineennsceeeseeesenes 68.9 249.6 116.5 57.0
Mandatory iNVEStMENtS.........ccccoerereererene e seesieene - 411 63.2 30.9
FiNanCial EXPENSES .......c.vvvrveeeeereereeeeseesseeesessessesssennes (2482.6)  (4,577.2) (5,313.8) (2,600.3)
FUNding OpeErations...........cccceievienieiesis e (2,503.4) (4,018.8) (4,258.0) (2,083.7)
Borrowing and onlending...........ccooeverrienenenienicnenene 27.8 (524.2) (587.5) (287.5)
Derivative financia instruments..........cccceeevvievereecieinnne - 4.2) - -
Allowance for loan losses and other receivables............ (7.0) (30.0) (468.3) (229.2)
Net financial INCOME......ccveeieeeiiicie e 1,627.0 2,049.8 4,711.5 2,305.6
Other operating income (EXPENSES) .....cvevvrrerrereeeeenneeen 156.8 107.7 242.9 1189
Income from servicesrendered...........coceeeeeeeeeceeeeceneeen. 819.7 1,115.3 2,003.5 980.4
Personnel EXPENSES .......covcveeiirieeee e (278.1) (395.4) (606.0) (296.6)
Other administrative eXPenseS ........ccoveveveevesieeeeeseenns (306.2) (382.6) (666.9) (326.4)
T@X CNAIGES ... eesee e eee s (196.3) (290.5) (286.6) (140.2)
Equity in the earnings of associates and jointly

controlled entities. ... e - (3.5 240.3 117.6
Other operating iNCOME.........ccocvvrierieeeiresie e 1785 167.8 153.4 75.1
Other Operating EXPENSES...........vvvrvervviereersensessesssenneenns (60.8) (103.5) (594.9) (291.1)
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OpErating iNCOME. ... .cveeeueieereereeeee e e ree e see e eae e 1,783.8 2,157.5 4,954.4 2,424.5
Non-operating inCome (EXPENSES) ........coveeereeerereereeenns (24.8) 9.2 (12.0) (5.9
Income before taxation and profit sharing .................... 1,759.0 2,166.7 4,9424 2,418.6
Income tax and social CoNtribUtioN ............cocoevververienes (380.7) 200.4 (727.5) (356.0)
Provision for iNCOME tax .........cocerererrienereesieneeeseene (71.2) (125.6) (607.5) (297.3)
Provision for social contribution...........cccccoevvivieriecininne (39.7) (54.6) (285.7) (139.8)
Deferred income tax and socia contribution.................. (269.9) 380.6 165.7 811
Statutory profit Sharing .......cccceeveveveieeisese e (251.1) (440.4) (938.2) (459.1)
Non-controlling iNtErest ........cccvvvvevieieese e e - (5.0 (21.1) (10.3)
Net iNCOME fOr thE YA ... 1,127.2 1,921.7 3,255.6 15931
INEEFESt ON EQUITY....vvvvereereeereerseseesi s esssessessens (15.4) (319.0) (440.0) (215.3)

(1) The Group has evaluated the presentation of the results with energy trading generated by our subsidiary Coomex
and has changed the accounting policies and reclassified these results in comparative financial statements. The
reclassification aims to present the results from energy derivatives from Coomex and the Bank in asingle linein our
income statement. As aresult, R$65.1 has been reclassified from "Income from energy trading", presented in "Other
operating income" to "Derivatives financial instruments” in the income statement for the year ended December 31,
2010.

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 marketabl e securities and unrealized gains and losses arising from mark-to-
market accounting practices applicable to our marketabl e securities portfolio, which may include government
bonds and private securities as well as repurchase agreements, (iii) net realized and unrealized gains from (@)
our trading of financial instruments for the purpose of mitigating risk, including swaps, forwards, future,
options and other derivatives, in accordance with the 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 compulsory 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 governmental agencies such as BNDES, in
which we act as agent; (iii) net realized and unrealized losses from (@) our trading of financial instruments for
the purpose of mitigating risk, including swaps, forwards, future, options and other derivatives, and (b) mark-
to-market accounting practices applicable to such instruments; (iv) gains or losses on our short position of
equitieson 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
reguirements of CMN Resolution 2,682/99.

2012 versus 2011

Financial Income. Our financial income increased 51.3%, from R$6,627.1 million in 2011 to R$10,025.3
million in 2012. Thisincrease was due to the following factors:

Loans. Our revenues from loans increased 35.4%, from R$1,014.3 million in 2011 to R$1,373.7 million in
2012, mainly dueto: (i) a32.7% increase in our loan portfolio, from an average balance of R$5,425.4 million
in 2011 to an average balance of R$7,197.9 million in 2012; and (ii) a 142.3% increase in our credit
receivable portfolio, which includes primarily payroll loans and vehicle financing through our credit
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receivable investment fund (FIDC), from an average balance of R$1,148.3 million in 2011 to an average
balance of R$2,782.1 millionin 2012. Thisincrease 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 51.2%, from R$5,322.1 million in 2011 to R$8,046.0
million in 2012, mainly dueto: (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 certificates
of real estate receivables, which increased from an average balance of R$4,846.5 million in 2011 to an
average balance of R$8,918.1 millionin 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 varied from aloss of
R$4.2 million in 2011 (which were recorded as afinancial expense under "derivative financial instruments")
to again of R$426.0 million in 2012, mainly due to (i) increased gains on derivative transactions related to
our global market strategy, (ii) increased gains from equity-linked derivatives, and (iii) increased gains from
derivatives linked to interest rates as a result of the positive impact of the CDI interest rate decreases during
the period, from an average of 11.6% in 2011 to an average of 8.4% in 2012. This gain was partially offset by
lower gains from energy contracts.

Foreign Exchange. Our foreign exchange results decreased 53.3%, from R$249.6 million in 2011 to R$116.5
million in 2012, primarily as aresult 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 millionin
2012. While the average balance of our mandatory deposits (which isindexed to the SELIC rate) remained
relatively stable from July to December 2011 and through 2012, we recorded higher revenuesin 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 it is required to place mandatory deposits with
the Central Bank. This increase in revenues from mandatory investments was partially offset by a decrease in
the CDI interest rates, from an average of 11.6% in 2011 to an average of 8.4% in 2012.

Financial Expenses. Our financial expenses increased 16.1%, from R$4.577.2 million in 2011 to R$5,313.8
million in 2012. Thisincrease was due to the following factors:

Funding Operations. Our expenses from funding operations increased 6.0%, from R$4,018.8 millionin 2011
to R$4,258.0 million in 2012, mainly as aresult 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 notesin April 2011, with
an average maturity of 7.8 years with no principal payments due until October 2016, (ii) anincreasein
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 (a) US$500.0 million five-year senior notes
in July 2011 and (b) 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$2,644.1 million in 2011 to R$2,611.0
million in 2012, despite an increase in the average balance of its open market funding portfolio, from
R$52,730.0 millionin 2011 to R$61,351.3 million in 2012 and (ii) our CDB and CDI portfolios which
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generated expenses of R$866.8 million in 2012, compared to R$943.3 million in 2011 despite a 37.2%
increase in our average balance, from an average of R$10,179.6 million in 2011 to an average of R$13,967.8
millionin 2012.

Borrowing and onlending. Our expenses from borrowing and onlending increased 12.1% from R$524.2
millionin 2011 to R$587.5 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
aloss of R$58.3 million in 2011, partialy 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 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
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$244.6
million, or 1.2% of our loan portfolio, including credit receivables and off-balance sheet items such as letters
of credit and commitments, of R$20,900.0 million, compared to provisions of R$96.4 million, or 0.8% of our
total loan portfolio, including credit receivables and off-balance sheet items such as letters of credit and
commitments, of R$11,628.8 million as of December 31, 2011. In addition, our provisions for loan losses for
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 39.9% of our
portfolio of other credit receivables of R$2,549.0 million, compared to provisions of R$658.0 million, or
21.3% of our portfolio of other credit receivables of R$3,095.3 million as of December 31, 2011.

Losses from derivative financial instruments. Our losses related to derivative financial instrumentsin 2011
were mainly dueto (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 the
Cayman Idands Branch of Banco BTG Pactual, (ii) losses with equity linked derivativesin 2011 and (iii)
losses in derivatives related to our global markets strategies. Those losses were partially offset by again with
derivatives linked to interest rates movementsin 2011.

2011 versus 2010

Our net financial income increased 17.5%, from R$1,561.9 million in 2010 to R$1,835.9 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$1.8 hillion (R$3.0 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 financia income increased 61.3%, from R$4,109.6 million in 2010 to R$6,627.1
million in 2011. Thisincrease was due to the following factors:

Loans. Our revenues from loans increased 174.8%, from R$369.1 million in 2010 to R$1,014.3 millionin
2011, mainly dueto: (i) a55.2% increase in our credit portfolio, from an average balance of R$3,323.6
millionin 2010 to an average balance of R$5,157.6 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 receivablestied to U.S. dollars (our average balance of export receivablestied to U.S. dollars,
whichisincluded in our total credit portfolio, increased from an average balance of R$570.9 million in 2010
to an average balance of R$1,178.1 million in 2010), and (iii) higher CDI interest rates, which increased from
an average of 9.71% in 2010 to an average of 11.60% in 2011.

Securities. Our revenues from securities increased 62.3%, from R$3,279.8 million in 2010 to R$5,322.1
million in 2011, mainly due to a 28.6% increase of our open market investments portfolio in Brazil, from an
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average balance of R$13,323.3 million in 2010 to an average balance of R$17,137.0 millionin 2011, coupled
with a 96.5% increase of our Brazilian government bonds portfolio, from an average balance of R$5,171.1
million in 2010 to an average balance of R$10,162.3 million in 2011. The increase in revenues from these
marketable securities was partially offset by the lower trading revenues from the trading of securitiesin the
international markets.

Derivative Financial Instruments. Our results from derivative financial instruments varied from a gain of
R$391.9 million in 2010 to aloss of R$4.2 million in 2011 (which was recorded as afinancia expense under
"derivative financial instruments"). 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 gainsin commodities
derivatives and foreign exchange contractstied to U.S. dollars and CDI during that year. Thisincreasein
2010 was partially offset by lower gains from derivative transactions related to our global market strategies.

Foreign Exchange. Our foreign exchange results increased 262.3%, from R$68.9 million in 2010 to R$249.6
million in 2011, due to trading revenues as a result of the higher foreign exchange rate volatility in the
markets in which we operated in 2011.

Mandatory Investments. We had revenue of R$41.1 million from compulsory investmentsin 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 afunction of our balance of time deposits, which has been
growing consistently during the past 2 years. On July 1, 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 since July 1, 2011 was R$761.9 million, accumulating interest
at arate equivalent to the SELIC rate.

Financial Expenses. Our financial expenses increased 84.4%, from R$2,482.6 million in 2010 to R$4,577.2
million in 2011. Thisincrease was due to the following factors:

Funding Operations. Our expenses from funding operations increased 60.5%, from R$2,503.4 million in 2010
to R$4,018.8 million in 2011, mainly as aresult of an increase of 85.1% in the average balance of our CDB
and CDI portfolios, from an average balance of R$5,499.7 million in 2010 to an average balance of
R$10,179.6 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 52.1% increase in
the average balance of our open market funding portfolio, from an average balance of R$34,672.9 millionin
2010 to an average balance of R$52,730.0 millionin 2011. Such increase in our open market funding
portfolio generated expenses in the amount of R$2,662.6 million in 2011, compared to R$1,879.1 millionin
2010. We also issued R$3.975 hillion in subordinated notesin 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 atotal of R$200.4 million in interest expensesin 2011, which was consistent with the growth of our
credit and marketable 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$27.8
million in 2010 to an expense of R$524.2 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$62.6 millionin
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$424.4 millionin
2011, compared to gains of R$2.6 million in 2010 and (iii) interest paid to prime brokers which amounted to
R$31.7 million in 2011, compared to R$9.0 million in 2010. The losses due to exchange rate fluctuations
were mainly the result of (i) an increase in our borrowings denominated in currencies other than the real in
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2011, from an average balance of R$250.1 million in 2010 to an average balance of R$1,498.9 millionin
2011, primarily due to Banco BTG Pactual’s issuance of US$500.0 million in medium term notesin July
2011 and (ii) the 12.0% depreciation of the real against the U.S. dollar during 2011.

Derivative financial instruments. Our losses related to derivative financial instrumentsin 2011 were mainly
due to (i) the 12.0% depreciation of the real against the U.S. dollar in 2011, which resulted in aloss on our
derivatives used to hedge our U.S. dollar exposure with respect to the shareholders’ equity of the Cayman
Islands Branch of Banco BTG Pactual, (ii) losses with equity linked derivativesin 2011 and (iii) lossesin
derivatives related to our global markets strategies. Those |osses were partially offset by a gain with
derivatives linked to interest rates movementsin 2011.

Allowance for 1oan losses and other receivables. Our expenses related to 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 as
of December 31, 2011 were R$82.6 million, or 1.5% of our total credit portfolio of R$5,471.7 million,
compared to provisions of R$81.2 million, or 1.7% of our total credit portfolio of R$3,557.9 million as of
December 31, 2010. In addition, we had credit write-offsin 2011 of R$14.3 million (which did not result in
additional expenses but reduced the amount of provisionsin our balance sheet) coupled with provisions for
losses on our off balance credit commitments of R$10.5 million in 2011.

Other Operating I ncome (Expenses)

Our other operating income (expenses) is primarily influenced 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 theyear ended December 31,

2010 2011 2012
(in R$millions)

INncome from SErVIiCES reNdEred ..........ccueveeeeieieeie e 819.6 1,115.3 2,003.5
PErsonNNEl EXPENSES .......oiuireeeeerie ettt e (278.1) (395.4) (606.0)
Other adminiStrative EXPENSES ......cccoovreiereeerere e (306.1) (382.6) (666.9)
TAX ChArgES ..ot (196.3) (290.5) (286.6)
Equity in the earnings of associates - (3.5 240.3
Other operating iNCOME........civieieirisesieee et eeneas 1785 167.8 1534
Other Operating EXPENSES......ccccueuiiierieiereseee et (60.8) (103.5) (594.9)

156.8 107.7 2429

Other operating income (expenses)

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 ..o 354.1 465.7 1,1115
(0] = o TSRS 105.8 117.8 168.0
Underwriting and advisory fees 336.2 459.2 586.4
Other SEVICES™ .......oooovvvvvvveeeeeeeseeee e 235 726 137.7
INCOME FrOM SEIVICES FENTEIE ... 819.6 1,115.3 2,0035

(1) Other servicesinclude fees and commissionsin connection with credit instrumentsissued by Banco BTG
Pactual, such asloans and letters of credit guarantees, among others.
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Our personnel expenses consist of salaries, benefits (such as health insurance) and other payments made to
our personnel, including retention expenses. These retention expenses consisted of (i) during 2009, payments
made by us to our former partners and key employees who continued their involvement with Banco BTG
Pactual after its acquisition by UBS AG in 2006, and (ii) after January 2010, expensesincurred by usin
connection with payments to be made in 2012 to key employees who continued their involvement with us
following the acquisition of Banco BTG Pactual by our controlling shareholder from UBS AG.

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

Our tax charges other than income taxes include several different taxes. The income generated by Brazilian
entities from financial transactions are subject to the Contribution for the Social Integration Program
(Programa de Integracéo 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 ISS, at rates that vary in each of the municipalitiesin
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 pick-up from subsidiaries consist 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,
which was the case with respect to BTG Alpha, the controlling shareholder of Brazil Pharma, which
completed itsinitial public offering on June 22, 2011.

Our other operating income is composed primarily of revenues generated by gains on exchange rate variations
on certain investments and receivables denominated in U.S. dollars, reversal of provisionsin general,
including contingencies, and in past years, provision for retention plan expenses. The retention plan was
established to the benefit of certain employees of Banco BTG Pactual, many of them also partners, in
connection with its 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 aresult 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 BTG Pactual has no plansto reinstitute
other retention plans going forward.

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, (iii) the expensesincurred in connection with our
decision to take advantage of the federal tax amnesty program created pursuant to Law No. 11,941/2009, and
(iv) interest charges in connection with our acquisition of certain investments.

2012 versus 2011

Our other operating income (expenses) increased 125.5%, from R$107.7 million in 2011 to R$242.9 million
in 2012. Thisincrease 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:
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For the year ended December 31,
2011 % of total 2012 % of total  Variation(%)
(in R$millions, except per centages)

Management fee and performance premium

for investment funds and portfalio........... 465.7 41.7% 1,1115 55.5% 138.7%
BroKErage.....ccovvvevieieieiisesieie e 117.8 10.6% 168.0 8.4% 42.6%
Underwriting and advisory fees.........c.ccccevunee. 459.2 41.2% 586.4 29.3% 27.7%
Other services™ ......ooooooovevvvvveeeeeeseee e 726 6.5% 137.7 6.8% 89.7%

1,115.3 100.0% 2,003.5 100.0% 79.6%

Income from servicesrendered ...........ccocceenene

(1) Other servicesinclude fees and commissions in connection with credit instruments issued by Banco BTG Pactual,
such as loans and |etters of credit guarantees, among others.

Our income from services rendered increased 79.6%, from R$1,115.3 millionin 2011 to R$2,003.5 millionin

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 138.7%, from
R$465.7 millionin 2011 to R$1,111.5 million in 2012. Thisincrease 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 Celfinin November 2012) and the resulting positive impact on management fees and
(i) an increase in performance fees received from our funds, particularly global hedge funds, due to strong
performance as a result of improved market conditions.

Brokerage. Our brokerage fees increased 42.6%, from R$117.8 million in 2011 to R$168.0 millionin 2012.
This increase reflects mainly the overall growth of financial transactions in which we acted as brokers.

Underwriting and advisory fees. Our revenues from underwriting and advisory fees increased 27.7%, from
R$459.2 million in 2011 to R$586.4 million in 2012. Thisincrease was mainly dueto (i) anincreasein M& A
advisory feesin 2012 compared to 2011 as aresult of both an increase in the value of M&A transactionsin
which we participated, from R$45.0 billion in 2011 to R$51.7 billion in 2012, and the receipt of certain
advisory feesin 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 aresult of strong levels of activity 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 transactionsin 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 89.7%, from R$72.6 million in 2011 to R$137.7
million in 2012. Thisincrease was mainly due to higher revenues from commissions related to credit
transactions and credit facilities, including letters of credit, mainly asaresult of our strategy to grow our loan
portfolio.

Per sonnel expenses. Our personnel expensesincreased 53.3% from R$395.4 million in 2011 to R$606.0
million in 2012. Thisincrease in our personnel expenses was dueto (i) two annual salary adjustments of 9.0%
and 7.5% in October 2011 and September 2012, respectively, 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 employees, from 1,311 in 2011 to 2,195 in 2012. Thisincreasein the
number of employeesis associated with the organic growth of our business as well as from the addition of
599 new employees as a result of our acquisition of Celfin in November 2012.

133



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

Other administrative expenses. Our other administrative expenses increased 74.3%, from R$382.6 million
in 2011 to R$666.9 million in 2012. Thisincrease was mainly due to (i) expensesincurred in 2012 with
respect to our initial public offering and bond issuances, (ii) higher expenses related to our new office in S&o
Paulo, particularly rental expenses during the refurbishment period, and (iii) higher information technology
consulting fees in connection with software developments for our operational platform.

Tax charges. Our tax charges remained relatively stable, from R$290.5 millionin 2011 to R$286.6 million in
2012. While there was an increase in our revenues resulting from its overall business growth, our taxes
charges remained relatively stable, mainly as aresult of (i) a portion of that increase was generated by Banco
BTG Pactual’s Cayman Islands Branch and BTGI (both of which revenues are not subject to tax expenses),
and (ii) 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 aloss of R$3.5 million in 2011 to a gain of R$240.3 millionin
2012. In 2012, our equity in the earnings of associates and jointly controlled entities was mainly attributable
to its 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 Imobiliérios
S.A., inthe amount of R$7.0 million, net of aloss 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 8.6%, from R$167.8 millionin 2011 to
R$153.4 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,
(i) reversal of bonuses and (iii) the reversal of provisions for labor costs as a result of favorable evaluations
of our outside legal advisors, partially offset by higher income on adjustment to inflation of court deposits and
others.

Other operating expenses. Our other operating expenses increased 574.8%, from R$103.5 millionin 2011 to
R$594.9 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 aresult 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 millionin
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 our 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 51.5%, from R$221.9 million in 2010 to R$107.7 millionin
2011. Thisincrease was due to the following factors:

Income from services render ed. The table below shows the composition of our income from services
rendered for the periods indicated:
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For the year ended December 31,
2010 % of total 2011 % of total  Variation(%)
(in R$millions, except per centages)

Management fee and performance premium

for investment funds and portfolio........... 354.1 43.2% 465.7 41.7% 31.5%
BroKErage.....ccovvvevieieieiisesieie e 105.8 12.9% 117.8 10.6% 11.3%
Underwriting and advisory fees.........c.ccccevunee. 336.3 41.0% 459.2 41.2% 36.5%
Other services™ ...oooooooooooeeeeeeeeeeeeeeee 235 2.9% 726 6.5% 208.9%
Income from services rendered ............oo..v.... 819.7 100.0% 11153 100.0% 36.1%

(1) Other servicesinclude fees and commissions in connection with credit instrumentsissued by Banco BTG Pactual,
such as loans and letters of credit guarantees, among others.

Our income from services rendered increased 36.1%, from R$819.7 million in 2010 to R$1,115.3 million in
2011. Thisincrease was due to the following factors:

Management fee and performance bonuses for investment funds and portfolio. Our income from management
fees and performance bonuses for investment funds and portfolio increased 31.5%, from R$354.1 million in
2010 to R$465.7 million in 2011. Thisincrease 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 Brazil fixed income and equities funds, all of which benefited from a growth of AUM and
WUM coupled with increased returnsin 2011. For additional information, see "—BTG Pactual’s Unaudited
Adjusted Income Statement—2011 versus 2010—Asset Management" and "—BTG Pactual’s Unaudited
Adjusted Income Statement—2011 versus 2010—Wealth Management.”

Brokerage. Our stock exchange brokerage feesincreased 11.3%, from R$105.8 million in 2010 to R$117.8
millionin 2011. Thisincrease reflects the overall increase in volume of financial transactions in which we
acted as brokers and the opening of new accounts during 2011 following the creation of our U.S. broker
dealer in New Y ork. While the average daily trading volume (ADTV) of BOVESPA remained stable at
approximately R$6.5 billion in 2010 and 2011, the average daily contracts volume of BM&F increased 7.8%
from R$2.5 billion in 2010 to R$2.7 billion in 2011.

Underwriting and advisory fees. Our revenues from underwriting and advisory fees increased 36.5%, from
R$336.3 million in 2010 to R$459.2 million in 2011. The increase in revenues was mainly due to (i) increased
revenues from M&A advisory services feesin connection with material transactions announced in 2010 that
closed in the first quarter of 2011 (as such fees are generally payable at closing), (ii) higher than average fees
due to a positive fee environment, and (iii) an increase in the aggregate val ue of debt offerings in which we
acted as underwriters from R$6.1 billion in 2010 to R$10.5 billion in 2011. This revenue increase was
partially offset by a decrease in the aggregate value of equity offerings in which we acted as underwriters asa
result of adverse market conditions, from R$143.1 billion in 2010 to R$11.4 billion in 2011. The aggregate
value of equity offeringsin 2010, however, includes the Petrobras equity offering which represented a very
significant part of the equity issuance in 2010 and paid lower than average fees. For additional information,
see "BTG Pactual’s Unaudited Adjusted Income Statement—2011 versus 2010—Investment Banking."

Other services. Our revenue from other services increased 208.9%, from R$23.5 million in 2010 to R$72.6
million in 2011 due to higher revenues from commissions related to credit transactions and credit facilities,
including letters of credit, with our clientsin 2011 as compared to 2010, mainly as aresult of our strategy to
grow our credit portfolio.

Per sonnel expenses. Our personnel expenses increased 42.2%, from R$278.1 million in 2010, of which
R$65.7 million corresponded to retention expenses, to R$395.4 million in 2011, of which R$40.9 million
corresponded to retention expenses. The increase in our personnel expenses was due to an average annual
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salary adjustment for inflation of 9.0% in 2011, coupled with an increase in the number of employees, from
1,055 as of December 31, 2010 to 1,255 as of December 31, 2011.

Other administrative expenses. Our other administrative expenses increased 24.9%, from R$306.1 million
in 2010 to R$382.4 million in 2011. Thisincrease was mainly due to expenses, incurred only in 2011, of
R$21.2 million for legal expenses in connection with 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 devel opments for our operational
platform in the amount of R$11.2 million, (ii) R$12.6 million in expenses for travel, presentations and
conferences and (iii) R$13.1 million in information technology other than consulting fees related to such
software devel opments.

Tax charges other than income taxes. Our tax charges other than income taxes increased 48.0%, from
R$196.3 million in 2010 to R$290.5 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 a 22.6% increase in our revenues
subject to tax charges, resulting from our overall business growth and, to alesser extent, from the decrease of
revenues generated by BTGI and our Cayman Islands Branch (which are not taxable in Brazil) as a percentage
of our total revenues.

Equity pick-up from subsidiaries. Our equity pick-up from subsidiaries totaled aloss of R$3.5 millionin
2011. In 2011, our equity pick-up from subsidiaries 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 pick-
up of R$22.6 million from our equity interest in One Properties. In 2010, we did not have any equity pick-up
from subsidiaries.

Other operating income. Our other operating income decreased 6.2%, from R$178.5 million in 2010 to
R$167.8 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 claimsto which we
were a party, and (ii) the reversal of provisions for labor costs of R$31.7 million as aresult 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, (ii) gains on exchange rate variations on
certain investments and receivables denominated in U.S. dollars in the amount of R$25.1 million, and (iii)
reversal of bonuses in the amount of R$20.6 million.

Other operating expenses. Our other operating expenses increased 70.2%, from R$60.8 million in 2010 to
$103.5 million in 2011. Thisincrease was mainly due to (i) the amortization of goodwill from our acquisition
of Coomex, in October 2010, which, since such date, has been amortized on alinear basis over atotal of 60
months, generating amortization charges of R$8.4 millionin 2010 and R$31.8 million in 2011. See "—
Significant Acquisitions, Divestitures and Corporate Restructurings Affecting the Results of Operations of
BTG Pactual—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 "—Significant Acquisitions, Divestitures and
Corporate Restructurings Affecting the Results of Operations of BTG Pactual—Acquisition of Banco
PanAmericano Co-Controlling Interest and BFRE."

Operating I ncome

Asaresult of the foregoing, our operating income (i) increased 129.6%, from R$2,157.5 million in 2011 to
R$4,954.4 million in 2012; and (ii) increased 20.9%, from R$1,783.8 millionin 2010 to R$2,157.5 millionin
2011.
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Non-operating Income (Expenses)

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

2012 versus 2011

Our non-operating income (expenses) varied from again of R$9.2 million in 2011 to aloss of R$12.0 million
in 2012. Our non-operating income in 2011 was primarily composed of gains from the sale of our remaining
ownership interestsin CETIP in April 2011 in the amount of R$8.1 million. Our non-operating expensein
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 (expenses) decreased from an expense of R$24.8 million in 2010 to again of
R$9.2 million in 2011. In 2010, our non-operating income (expenses) consisted mainly of expenses of R$23.2
million in connection with atermination fee paid by BTGI upon the extinguishment of a contract to which it
was a party, while in 2011 our non-operating income consisted mainly of gains 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

Asaresult of the foregoing, our income before taxes and profit-sharing (i) increased 128.1%, from R$2,166.7
million in 2011 to R$4,942.4 million in 2012; and (ii) increased 23.2%, from R$1,759.0 million in 2010 to
R$2,166.7 million in 2011.

Income Tax and Social Contribution

Our income and social contribution taxesin Brazil are recorded under current or deferred liabilities. Our
effective rate was 31.0%, 16.3% and 20.4% (excluding deferred tax assets from goodwill) in 2010, 2011 and
2012, 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$200.4 millionin 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 interestsin December 2010 (see "—Critical Accounting
Policies—Deferred Income Tax and Social Contribution™). Thisincrease was partialy 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 inits
associates, which are not subject to income tax charges.

2011 versus 2010

Our income and social contribution taxes expenses in Brazil varied from an expense of R$380.7 millionin
2010 to arevenue of R$200.4 million in 2011. This variation was mainly due 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 18.65% of our equity interestsin December 2010. Such entity had
previously recorded goodwill of R$1,203.4 million in connection with such acquisition.
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Statutory Profit Sharing

Statutory profit or gain 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.

2012 versus 2011

Our statutory profit or gain sharing increased 113.0%, from R$440.4 millionin 2011 to R$938.2 millionin
2012. As explained above, our bonus pool is calculated as a percentage of annual revenues, net of costs and
expenses and, accordingly, thisincrease is mainly dueto the fact that our revenue growth outpaced the growth
in expenses for the period.

2011 versus 2010

Our statutory profit or gain sharing increased 75.4%, from R$251.1 million in 2010 to R$440.4 millionin
2011. As explained above, our bonus pool is calculated as a percentage of annual revenues, net of costs and
expenses and, accordingly, thisincrease is mainly due to the fact that our revenues growth outpaced the
growth in our expensesin the period.

Non-Controlling I nterest

Our non-controlling interest consists mainly of the equity not attributable, directly or indirectly, to Banco
BTG Pactual, fromits subsidiaries BW Properties S.A. and Recovery do Brasil Consultoria S.A. and certain
investment funds consolidated into its financial statements, including FIP Salde 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 its financial
statements, and R$5.0 million in 2011 attributable to BW Properties S.A. and Recovery do Brasil Consultoria
SA.

2011 versus 2010

Our non-controlling interest totaled R$5.0 million in 2011, attributable to BW Properties S.A. and Recovery
do Brasil Consultoria S.A. There was no non-controlling interest in 2010.

Net Income

As aresult of the foregoing, our net income (i) increased 69.4% from R$1,921.7 million in 2011 to R$3,255.6
million in 2012 and (ii) increased 70.5% from R$1,127.2 million in 2010 to R$1,921.7 million in 2011.

I nterest on Equity

Interest on equity is a substitute dividend payment, which can be treated as a tax deductible expense. The
amount of the tax deduction for any year islimited to the greater of (i) 50% of our net income (after the
deduction of any allowances for social contribution tax but before taking into account allowances for income
tax and interest on equity) for the period in respect of which the payment is made and (ii) 50% of our retained
profits and profit reserve at the beginning of the relevant period. The rate applied in calculating interest on
equity cannot exceed the pro rata daily variation of the Brazil Long Term Interest Rate, or "TJLP." Any
payments of interests on equity to the shareholders, whether Brazilian residents or not, are subject to a
withholding income tax of 15%, provided that such rate shall be 25% if the beneficiary is aresident of atax
haven (i.e., a country with no income tax or which its maximum percentage is fixed below 20%, or if the local
applicable law imposes restrictions to the disclosure of the shareholders composition or the owners of the
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investment). The amount of interest on our shareholders’ equity is calculated to minimize income tax
expenses, by substituting non-tax-deductible dividends payment 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 aresult of such substitution, we are able to reduce income tax and socia contribution
expense for the year by decreasing 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 areincluded in the financial statements included in this Prospectus.

BTG Pactual’s Unaudited Adjusted Income Statement

The following table sets forth an overview of BTG Pactual’s adjusted income statement, which was not
prepared in accordance with Brazilian GAAP and materially differs from BTGI’s and Banco BTG Pactual’s
income statement:

For theyear ended December 31,

2010 2011 2012
(Unaudited - in R$millions)
Investment banking..........cccooeiiveneiiiceecc e 358.3 376.7 448.0
Corporate [eNAiNG .....coceoereriieeeee et 2511 366.4 564.6
SaleS aNd trading ....coveveeeeee e et e 658.6 1,012.2 1,517.3
ASSEL MANAJEMENT ..ot e 374.5 507.1 1,190.2
Wealth Management..........ccooveereernee e 106.8 149.7 201.7
PanAMENICANOD......cciiieieieiiee ettt e ns - (52.0) (244.5)
Principal iINVESEMENTS.......cccooeiiieeeeeeeier e 484.0 181.6 2,338.2
Interest and OthEY .........c.cvciciieecce e 1914 659.3 802.0
Total revenues, net of direct expensesallocation...........cc.ccceeeee. 2,424.7 3,201.0 6,817.6
BONUS.....oouieiceiciecteiee et e re e neenan (257.3) (521.0) (1,168.6)
RELENLION EXPENSES. ... ceeueeieeieiieeeeieeeie e e see s (65.7) (40.3) (5.9
Salariesand BENEfILS........vevvieeiececee e (192.2) (236.4) (326.0)
Administrative and Others...........ccooviiiieccis e (259.1) (327.2) (539.5)
GoodWill @amMOrtiZaLION .......ccceeveeeieiere e (8.9 (312 (467.4)
Tax charges, other than iNCOME taX ...........veeveeeeeeeeeeereeeeeseeeeeenas (133.9) (181.2) (241.9)
Total operating EXPENSES .......evvereeereriereereeieeeeesieeee e e seeseeeeneeeas (916.6) (1,337.3) (2,748.8)
[ NCOME DEFOT @ LAXES ... eee st st ee e sne e seese e erenans 1,508.1 1,863.7 4,067.7
Income tax and social contribution revenue (eXpense)..........ccocee.... (381.0) 57.9 812.2
NEL INCOME .....eiiiieeeceete ettt b et re st aeenas 11272 1,921.7 3,255.6

BTG Pactual’s revenues from investment banking activities consist of financial advisory and underwriting
fees directly based on the number and size of the transactions in which Banco BTG Pactual participates.

BTG Pactual’s revenues from corporate lending consist of interest Banco BTG Pactual charges on itsloans
net of (i) provisions for loan losses and (ii) the opportunity cost for funding the corporate lending inventory.

BTG Pactual’s revenues from sales and trading include revenues from FICC sales and trading and from equity
sales and trading. Banco BTG Pactual’s FICC sales and trading revenues consist mainly of (i) fees and
commissions charged for products and services that are linked to fixed income, currency and commodities
instruments and securities that it offerstoits clients, and (ii) gains or losses from its trading in such
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instruments and securities, which are net of the opportunity cost for funding the sales and trading inventory.
Banco BTG Pactual’s revenues from equity sales and trading consist mainly of fees and commissions charged
for products and services linked to equity securitiesthat it offersto its clients, as well as gains or losses from
its trading in these securities, which are net of the cost for funding the sales and trading inventory.

BTG Pactual’s revenues from asset management consist primarily of management and performance fees
received by Banco BTG Pactual. 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 it manages. Asset value is affected by investment performance,
inflows and redemptions. In some cases, Banco BTG Pactual 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
al AUM are marked-to-market on a daily basis. In addition, Banco BTG Pactual receives fixed or variable
fees for fund administration services to third parties.

BTG Pactual’s revenues from wealth management consist of a portion of management and performance fees
originated by Banco BTG Pactual’s private wealth clients as well as spreads and commissions with respect to
brokerage and other FICC and equities products it sellsto its private wealth clients.

Revenues from PanAmericano consist of the equity pick-up from Banco BTG Pactual’s investment stake of
37.4% in Banco PanAmericano. Banco PanAmericano generates revenues from its core commercial banking
activitiesin 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 |easing transactions to middle-sized
companies, while revenuesin 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 individua clients, including in the event of unemployment and
personal accidents, and life insurance.

BTG Pactual’s 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 BTG
Pactual’s proprietary investments, made primarily through us, in a diversified range of financial instruments
across multiple asset classes and geographic regions. The investment teams at Banco BTG Pactual responsible
for such investments are located in S&o Paulo, Rio de Janeiro, New Y ork, London and Hong Kong. These
teams focus on both devel oped and emerging markets, allocating capital across various underlying strategies
that include a mix of emerging markets and global macro themes, including fixed income, equities,
currencies, foreign exchange, derivatives, bonds, commodities and mortgages. Financial instruments held
under this category are marked-to-market and generate gains or losses on adaily basis. Revenues from
merchant banking investments consist mainly of (i) the returns of our proprietary stake held in FIP Principal
Investments and FIP Infrastructure, two private equity funds managed by Banco BTG Pactual through its
asset management unit and (ii) capital gains on the sale, dividends received, or equity pick-up from BTG
Pactual’s shares of the profits, of its stakes held directly or through investment vehicles in the portfolio
companies in its merchant banking portfolio (none of which are consolidated in BTG Pactual Participations’
or Banco BTG Pactual’s financial statements). Revenues from real estate investments consist mainly of
returns of Banco BTG Pactual’s investments in real estate funds, and of capital gains on the sale, and
dividends received or equity pick-up from its shares of the profits, of its proprietary, non-controlling stakes
held in the investment vehiclesin itsreal estate portfolio. We also had merchant banking investments that we
sold in March 31, 2011. See "—Significant Acquisitions, Divestitures and Corporate Restructurings Affecting
the Results of Operations of BTG Pactual—Divestiture of BTG Alpha" above. As aresult, revenues from
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principal investments also include revenues that BTG Pactual received as a result of the Merchant Banking
Equity Kicker (see "Related Party Transactions—Transfer of BTG Alphaand BTGI Loan to the Merchant
Banking Partnership™"). Revenues from BTG Pactual’s principal investments are presented net of funding
costs, including the cost of funding its net equity, and of trading losses, including losses from derivatives and
from foreign exchange variation. Revenues are al so reduced by associated transaction costs, and by
management and performance fees paid to asset managers and other fund service providers, including to
Banco BTG Pactual.

BTG Pactual revenues recorded under "interest and other" include the interest on its capital, which isthe
internal opportunity cost for remunerating its net equity, typically determined based on the CDI rate. The
interest on BTG Pactual’s capital, credited to "interest and other," isin turn deducted as a funding cost
directly from its 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 BTG Pactual’s unaudited combined revenues breakd own by
business unit net of the interest on its capital, as well as all other costs for obtaining external funding to
finance its portfolios. BTG Pactual believes that its discipline of charging internal and external funding costs
directly to these business units is one of the most critical components of its risk and liquidity management
disciplines, asit allows BTG Pactual to more appropriately monitor and evaluate the financial performance of
its various units. Interest and other revenues also include gains and |osses 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 BTG Pactual’s investments in foreign subsidiaries.

For additional information on the revenues or expenses recorded in BTG Pactual’s adjusted income statement,
see "—BTG Pactual’s Unaudited Adjusted Income Statement."

2012 versus 2011

The following table sets forth BTG Pactual’s revenue composition and evolution by business unit for the
periods indicated:

For theyear ended December 31,

2011 % of total 2012 % of total Variation (%)
(Unaudited - in R$millions, except per centages)
Investment banking.................. 376.7 11.8% 448.0 6.6% 18.9%
Corporate lending............c........ 366.4 11.4% 564.6 8.3% 54.1%
Salesand trading...........ccc.euuee. 1,012.2 31.6% 1,517.3 22.3% 49.9%
Asset management ................... 507.1 15.8% 1,190.2 17.5% 134.7%
Wealth management................. 149.7 4.7% 201.7 3.0% 34.7%
PanAmericano........cccooeeveeennne (52.0) (1.6%) (244.5) (3.6%) 370.2%
Principa investments............... 181.6 5.7% 2,338.2 34.3% 1,187.6%
Interest and other..............coce... 659.3 20.6% 802.0 11.8% 21.6%
Total revenues 3,201.0 100.0% 6,817.6 100.0% 113.0%

BTG Pactual’s total revenues, net of expenses allocation, increased 113.0%, from R$3,201.0 million in 2011
to R$6,817.6 million in 2012. Thisincrease was mainly due to the following factors:

Investment Banking. BTG Pactual’s revenues from investment banking activities increased 18.9%, from
R$376.7 millionin 2011 to R$448.0 million in 2012.

The increase in revenues from investment banking was mainly due to (i) a 14.9% increase in revenues from
M& A advisory services as aresult of an increase in the value of the transactions in which Banco BTG Pactual
participated, from R$45.0 billion in 2011 to R$51.7 billion in 2012, plus the receipt of feesin 2012 for
material transactions that were announced in 2011 (as such fees are generally payable at settlement), (ii) a
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135.9% increase in revenues from debt offerings in which Banco BTG Pactual participated as underwriter due
to anincrease in value of transactionsin which it participated, from R$7.2 billion in 2011 to R$11.2 billion in
2012, asaresult 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 dueto an
increase in the number and value of transactions in which we acted as underwriters, from R$3.3 billion in
2011 to R$3.6in 2012.

The following table provides a breakdown of BTG Pactual’s investment banking activities for the periods
indicated:

For the year ended December 31,

2011 2012
(number of transactions)(l)
Equity capital MarketS.........ccoiviiieeciiese et 12 16
Debt capital MarketsS.........cccoeiiiiieeeie et 44 48
S 51 74
Total nuMber Of tranSACLIONS........ccuciririeereee e e 107 138
(in Rswillions)"?
Equity capital MarkeLS...... oo e 33 3.6
Debt capital MarketS.........coveeiiiiirieeiicie et et nas 7.2 11.2
MEA®D oo 450 51.7
Ol oo et 555 66.5

Sources. CVM, ANBIMA, Thomson Financial and Banco BTG Pactual
(1) While equity and debt capital markets figures consider closed transactions, M& A figures represents announced deals,
which typically generate fees upon their subsegquent closing.

(2) M&A market data for previous quarters may vary because: (i) deal inclusions might occur with delay, in any moment
of theyear, (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. BTG Pactual’s revenues from corporate lending increased 54.1%, from R$366.4 million

in 2011 to R$564.6 million in 2012. This increase was mainly due to (i) an increase of 82.4% in the average

balance of its broader credit portfolio composed mainly of loans, receivables, advancesin foreign exchange
contracts, marketable 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 by gains from a sale of a mortgage credit portfolio and a

nonperforming loan portfolio.

Sales and Trading. BTG Pactual’s revenues from sales and trading increased 49.9%, from R$1,012.2 million
in 2011 to R$1,517.3 million in 2012. Thisincrease was mainly due to (i) higher revenues from rates
activities, mainly due to increased trading volume with clients and market counterparties as well asthe
convergence of interest rates in Brazil and the resulting positive impact on BTG Pactual’s inventory of assets,
(ii) strong levels of activity from Banco BTG Pactual’s 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 Banco BTG Pactual’s energy trading desk.
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Asset M anagement. BTG Pactual’s revenues from its asset management operations increased 134.7%, from
R$507.1 million in 2011 to R$1,190.2 million in 2012. Thisincrease was mainly dueto (i) a42.0% increase
in Banco BTG Pactual’s 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 Banco BTG Pactual’s acquisition of Brazilian Capital
in August 2012 and R$8.5 billion from Banco BTG Pactual’s acquisition of Celfin in November 2012) and
the resulting positive impact on management fees and (ii) an increase in performance fees, particularly from
Banco BTG Pactual’s global hedge funds. In 2011, net inflows for BTG Pactual’s asset management unit
amounted to R$17.8 billion compared to R$18.4 hillion in 2012.

Wealth Management. BTG Pactual’s revenues from wealth management operations increased 34.7%, from
R$149.7 million in 2011 to R$201.7 million in 2012. Thisincrease was mainly dueto (i) a 60% growth in
wealth under management, from R$38.9 hillion as of December 31, 2011, with net inflow of R$7.9 billion, to
R$62.2 hillion as of December 31, 2012 (which includes R$11.5 billion wealth under management from
Banco BTG Pactual’s 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. BTG Pactual recorded aloss of R$244.5 million from Banco BTG Pactual’s investment in
Banco PanAmericano in 2012 compared to aloss of R$52.0 millionin 2011. This variation was mainly due to
(i) a R$160.4 million loss from Banco BTG Pactual’s 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 Banco BTG Pactual’s funding
expenses charged to this investment, from R$31.2 million in 2011 to R$87.8 million in 2012. In addition,
Banco BTG Pactual’s funding expenses related to PanAmericano have increased following its R$495.4
million additional capital contribution to Banco PanAmericano 2012. See "—Significant Acquisitions,
Divestitures and Corporate Restructurings Affecting the Results of Operations of BTG Pactual—Acquisition
of Banco PanAmericano Co-Controlling Interest and BFRE."

Principal Investments. BTG Pactual’s revenues from principal investments increased 1,187.6%, from
R$181.6 million in 2011 to R$2,338.2 million in 2012. Thisincrease was mainly dueto (i) higher gains from
BTG Pactual’s global markets activities, in most of its strategies, which increased from R$48.0 million in
2011 to R$1,859.1 millionin 2012, as aresult of overal improvementsin 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 BTG Pactual’s emerging markets and global credits
strategies), (ii) higher gains from our private equity investments, from R$173.0 million in 2011 to R$234.1
million in 2012, mainly due to sale of our investment in STR Projetos e Participacdes em Recursos Naturais,
and (iii) higher gains from Banco BTG Pactual’s real estate investments, from a loss of R$39.8 million in
2011 to again of R$245.1 million in 2012, mainly due to Banco BTG Pactual’s 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. BTG Pactual’s revenues recorded under "interest and other" increased 21.6%, from
R$659.3 million in 2011 to R$802.0 million in 2012. Thisincrease was mainly dueto (i) anincreasein
interest on BTG Pactual Participations’ and Banco BTG Pactual’s own capital, from R$529.2 million in 2011
to R$716.6 million in 2012, resulting from BTG Pactual Participations’ and Banco BTG Pactual’s capital
increase in connection with the 1PO of BTG Pactual on April 30, 2012 and (ii) the temporary effect of
negative mark-to-market accounting of economic hedging instrumentsin 2011, compared to a positive mark-
to-market in 2012.
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The following table shows BTG Pactual’s costs and expenses composition and evolution for the periods
indicated:

For the year ended December 31,

2011 % of total 2012 % of total  Variation (%)
(Unaudited — in R$millions, except per centages)

BONUS.....oiiireeiciceerrre s (521.0) 39%  (1,168.6) 42.5% 124.3%
REtention EXPENSES........cc.ccveeierieeeenessiereenenes (40.3) 3% (5.9 0.20% (85.3%)
Salaries and benefits.........ccocoverrvrnecee s (236.4) 17.7% (326.0) 11.9% 37.9%
Administrative and others..........ccccceeeveevennnee. (327.2) 24.5% (539.5) 19.6% 64.9%
Goodwill amortization ...........cccceeeeeeeneienennns (31.2) 2.3% (467.4) 17.0% 1,398.1%
Tax charges, other than incometax................... (181.2) 13.5% (241.4) 8.8% 33.2%
Total operating EXPENSES .......vveveeeeereeereeenees (1,337.3) 100.0%  (2,748.8) 100.0% 105.5%

BTG Pactual’s total operating expenses increased 105.5%, from R$1,337.3 million in 2011 to R$2,748.8
million in 2012. Thisincrease was mainly due to the following factors:

Bonus. BTG Pactual’s bonus expenses increased 124.3%, from R$521.0 million in 2011 to R$1,168.6 million
in 2012. BTG Pactual’s bonuses are determined in accordance with its profit-sharing program, and are
calculated as a percentage of BTG Pactual’s adjusted net revenue. BTG Pactual’s adjusted net revenue
consists of itstotal 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
BTG Pactual’s bonus 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. BTG Pactual’s retention expenses relating to the acquisition of Banco BTG Pactual by
the Partners decreased 85.4%, from R$40.3 millionin 2011 to R$5.9 million in 2012. This decreasein
retention expenses was due to the phasing-out of BTG Pactual’s retention program. BTG Pactual’s retention
program was terminated in February 2012.

Salaries and benefits. BTG Pactual’s expenses related to salaries and benefits increased 37.9%, from
R$236.4 million in 2011 to R$326.0 million in 2012. Thisincrease was mainly dueto (i) two annual salary
adjustments of 9.0% and 7.5% in October 2011 and September 2012, respectively, benefitting Banco BTG
Pactual’s 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 Banco BTG Pactual’s acquisition of Celfin in November 2012,

Administrative and others. BTG Pactual’s administrative and others expenses increased 64.9%, from
R$327.2 million in 2011 to R$539.5 million in 2012. This increase was mainly due to (i) expensesincurred in
2012 with respect to the initial public offering of BTG Pactual and Banco BTG Pactual’s bond issuances, (ii)
higher expenses related to BTG Pactual’s new office in S8o Paulo, particularly rental expenses during the
refurbishment period, and (iii) higher information technology consulting feesin connection with software
developments for BTG Pactual’s operational platform.

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

Tax Expenses. BTG Pactual’s tax expenses increased 33.2%, from R$181.2 million in 2011 to R$241.4
million in 2012. Thisincrease was mainly due to the 97.0% increase in BTG Pactual’s revenues, which was
partially offset by changes in BTG Pactual’s revenue mix resulting in a lower portion of its revenues being
subject to tax charges in 2012. BTG Pactual’s 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, BTG Pactual’s earnings before taxes increased 118.3%,
from R$1,863.7 million in 2011 to R$4,067.7 million in 2012.

Income and Social Contribution Taxes. BTG Pactual’s income and social contribution taxes in Brazil
correspond to current and deferred taxes. BTG Pactual’s income and social contribution taxes in Brazil went
from again of R$57.9 million in 2011 to an expense of R$812.2 million in 2012. This variation was mainly
due to BTG Pactual’s recognition of tax credits of R$481.4 million in December 2011, which was partialy
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 BTG
Pactual’s revenue mix, with proportionally more revenues from principal investments in 2012 compared to
2011, which arein part not subject to corporate taxes.

Net Income. As a result of the foregoing, BTG Pactual’s net income increased 69.4%, from R$1,921.7
million in 2011 to R$3,255.6 million in 2012, representing a net margin of 60.0% and 47.8% respectively.

2011 versus 2010

The following table shows BTG Pactual’s revenue composition and evolution by business unit for the periods
indicated:

For theyear ended December 31,

2010 % of total 2011 % of total Variation (%)
(Unaudited - in R$millions, except per centages)
Investment banking...........ccocevveveviniennnn, 358.3 14.8% 376.7 11.8% 5.1%
Corporate [ending........cccceoerereereeienicreeenen, 251.1 10.4% 366.4 11.4% 45.9%
Salesand trading........cccceeerereecrnenennenn, 658.6 27.2% 1,012.2 31.6% 53.7%
ASSEt MaNagEMENt ......ccvvveereereeerreeieeneens 3745 15.4% 507.1 15.8% 35.4%
Wealth management..........ccccoeevveveeniennn, 106.8 4.4% 149.7 4.7% 40.2%
PanAmericano........ccoeeeerereneieee e - 0.0% (52.0) (1.6%) n/a
Principal investments.........c.ccoooveerienenns 484.0 20.0% 181.6 5.7% (62.5%)
Interest and Other..........oeoevvervccnniinnen, 191.4 7.9% 659.3 20.6% 244.4%
Total revenues 2,424.7 100.0% 3,201.0 100.0% 32.0%

BTG Pactual’s total revenues increased 32.0%, from R$2,424.7 million in 2010 to R$3,201.0 million in 2011.
This increase was mainly due to the following factors:

Investment Banking. BTG Pactual’s revenues from investment banking activities increased 5.1%, from
R$358.3 millionin 2010 to R$376.7 million in 2011. The increase in revenues was mainly dueto (i) increased
revenues from M&A advisory services feesin connection with material transactions announced in 2010 that
settled in the first quarter of 2011 (as such fees are generally payable at settlement) as well as by transactions
that recorded higher than average fees and (ii) an increase in revenues from debt offeringsin which BTG
Pactual participated as underwriters. Thisincrease was partially offset by a decrease in the value of equity
offeringsin which BTG Pactual acted as underwriters as a result of adverse market conditions, from R$8.1
billion in 2010 to R$3.3 hillion in 2011.
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The following table provides a breakdown of BTG Pactual’s investment banking activities for the periods
indicated:

For theyear ended December 31,

2010 2011
(number of tranaactions)(l)
Equity capital MarketS™ ..........o...eioooeeeeeeeeoeeeeeseeeeecesee e esess oo 15 12
Dbt CAPItAl MAKEIS™ ..o s s 23 44
MEAD e eeeeees s 45 51
Total nuMber of tranSACtIONS. .....cc.coeiiiereeeeeere e e 83 107
(in R$billions)
Equity capital MarketS...... ..o e 8.1 33
Debt capital MarketsS.........coooeiirireeee e e 41 7.2
MEAD oo eessssssssssssssssssssssssssssesssssssssssssssssssssssssssssssessssssssssssnee 57.9 450
TOtal AGYrEUALE VAIUE. ........coeeoeeeeeeeeeeeee oo eseesssseseeneeneenns 701 555

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. BTG Pactual’s revenues from corporate lending increased 45.9%, from R$251.1 million

in 2010 to R$366.4 millionin 2011. Thisincrease was mainly due to (i) an increase of 185.3% in the average

balance of BTG Pactual’s broader credit portfolio composed mainly of loans, receivables, advances in foreign
exchange contracts, marketable 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 and (ii)

the US$1.8 billion capitalization completed in December 2010, which increased its leverage capacity. This

revenues increase was partially offset by (i) the fact that the majority of BTG Pactual’s credit portfolio
increase was directed to high grade clients, which usually implies lower yields, and (ii) anincreasein
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.

Sales and Trading. BTG Pactual’s revenues from sales and trading increased 53.7%, from R$658.6 million
in 2010 to R$1,012.2 million in 2011. Thisincrease was mainly due to higher revenues from FICC sales and
trading, primarily as aresult of an increase in revenues from interest rates and market-making activities. This
increase in turn was mainly due to BTG Pactual’s strategies intended to anticipate interest rates movements in
Brazil. Revenues resulting from BTG Pactual’s foreign exchange desk had a slight decline 19.1% in 2011. In
addition, BTG Pactual’s revenues generated by its energy trading desk increased significantly in 2011 when
compared to 2010. In 2010, BTG Pactual only included revenues in this desk from October (after BTG
Pactual acquired Coomex) to December. BTG Pactual’s revenues in 2011 from its energy trading desk also
reflect certain synergies achieved as aresult of the integration of this desk with other businesses units within
BTG Pactual.

The increase in revenues from FICC sales and trading activities were partially offset by a 96.8% decreasein
revenues from BTG Pactual’s equity sales and trading. This decrease was 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 a significant decrease. This scenario of higher volatility in prices
reduced investment flows for the equity markets and adversely impacted BTG Pactual’s equity cash
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strategies. Revenues resulting from brokerage fees and equity-linked derivative instruments remained
relatively stablein 2010 and 2011.

Asset M anagement. BTG Pactual’s revenues from its asset management operations increased 35.4%, from
R$374.5 millionin 2010 to R$507.1 million in 2011. Thisincrease was mainly dueto (i) an increasein BTG
Pactual’s AUM of 31.3%, from R$91.5 billion as of December 31, 2010, with net annual inflows of

R$11.6 hillion, to R$120.1 hillion as of December 31, 2011, with net annual inflows of R$17.8 billion,
resulting in a positive impact in management fees and (ii) an increase in performance fees due to the overall
better performance of the funds resulting from alarger AUM and AUA base and stronger growth on more
profitable products, particularly in fixed income and equities funds and specialist funds (private equity and
real estate funds), due mainly to gains from the IPO of Brazil Pharma and the disposal of a stake in Estapar,
two portfolio companies of its private equity business, and (iii) increased CDI interest rates in Brazil rising
from an average of 9.71% in 2010 to an average of 11.6% in 2011, according to CETIP, which had a positive
impact on this unit.

Wealth Management. BTG Pactual’s revenues from wealth management operations increased 40.2%, from
R$106.8 millionin 2010 to R$149.7 million in 2011. This increase was mainly due to the 24.6% growth in
wealth under management, from R$31.2 hillion as of December 31, 2010, with net inflow of R$8.3 hillion, to
R$38.9 billion as of December 31, 2011, with net inflow of R$8.8 hillion. BTG Pactual was also positively
impacted by (i) a shift in investment funds products by its 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 assetsis 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 BTG Pactual’s equity pick-up of Banco PanAmericano and funding expenses allocated to this
business unit. BTG Pactual acquired its co-controlling interest in Banco PanAmericano in May 2011, and
accordingly had no results from Banco PanAmericano in 2010.

Principal Investments. BTG Pactual’s revenues from principal investments decreased 62.5%, from R$484.0
millionin 2010 to R$181.6 million in 2011. This decrease was mainly due to decreasesin its global markets
business, in which its 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. This decrease was also due to
trading losses from BTG Pactual’s Latin American equities portfolio, which went from a profit of

R$48.6 million to aloss of R$23.3 million. This decrease was partially offset by revenues of R$173.5 million
from BTG Pactual’s merchant banking activities in 2011 primarily due to the sale of the laboratory business
owned by its subsidiary BTG Pactual FIP Delta, compared to expenses of R$7.5 millionin 2010 resulting
from funding costs of itsreal estate portfolio.

Interest and Other. BTG Pactual’s revenues recorded under "interest and other" increased 244.4%, from
R$191.4 millionin 2010 to R$659.3 million in 2011. Thisincrease was mainly due to an increase in interest
on its own capital from R$208.3 million in 2010 to R$529.3 million in 2011, resulting from its US$1.8 billion
capital increase in December 2010. Also, BTG Pactual’s recorded positive results from the implementation in
2011 of the hedging of BTG Pactual’s net investments in foreign subsidiaries denominated in U.S. dollar.

The following table shows BTG Pactual’s costs and expenses composition and evolution for the periods
indicated:
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For theyear ended December 31,

2010 % of total 2011 % of total  Variation (%)
(Unaudited - in R$millions, except per centages)

BONUS.....ciiireeieicicerne e (257.3) 28.1% (521.0) 39.0% 102.5%
REtention EXPENSES........cc.ccveeierieeeenessiereenenes (65.7) 7.2% (40.3) 3.0% (38.7)%
Salaries and benefits.........ccocovverrrrnieee s (192.2) 21.0% (236.4) 17.7% 23.0%
Administrative and others..........ccccoceevevinnnnnen. (259.1) 28.3% (327.2) 24.5% 26.3%
Goodwill amortization ...........cccceeeeeeenereeneennns (8.9) 0.9% (312 2.3% 271.4%
TEX EXPENSES.......eeeeeeeeeeeeeeeeeeeeeseeeeeeeeeseeeenens (133.9) 14.6% (181.2) 13.5% 35.3%
Total operating expenses............cooo.ooeveveeeenne. (916.6) 100.0%  (1,337.3) 100.0% 45.9%

BTG Pactual’s total operating expenses increased 45.9%, from R$916.6 million in 2010 to R$1,337.3 million
in 2011. Thisincrease was mainly due to the following factors:

Bonus. BTG Pactual’s bonus expenses increased 102.5%, from R$257.3 million in 2010 to R$521.0 million
in 2011. BTG Pactual’s bonuses are determined in accordance with BTG Pactual’s profit-sharing program,
and are calculated as a percentage of BTG Pactual’s adjusted net revenue. BTG Pactual’s adjusted net revenue
consists of itstotal revenues from business units (excluding interest and other revenues) deducted by salaries
and benefits and administrative and other expenses. Accordingly, the increase of BTG Pactual’s bonus
expensesin 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. BTG Pactual’s retention expenses relating to the acquisition of Banco BTG Pactual by
the Partners decreased 38.7%, from R$65.7 million in 2010 to R$40.3 million in 2011. This decreasein
retention expenses was due to the phasing-out of BTG Pactual’s retention program, which ended in 2012.

Salaries and Benefits. BTG Pactual’s expenses related to salaries and benefits increased 23.0%, from
R$192.2 million in 2010 to R$236.4 million in 2011. Thisincrease was mainly due to (i) an increase of 17.4%
in the number of employees, from 1,117 as of December 31, 2010 to 1,311 as of December 31, 2011, and (ii)
a9.0% annual inflation adjustment in 2011.

Administrative and Others. BTG Pactual’s administrative and others expenses increased 26.3%, from
R$259.1 million in 2010 to R$327.2 million in 2011. This increase was mainly due to legal expenses, incurred
only in 2011, of R$21.2 million in connection with initiatives to implement changes to BTG Pactual’s
corporate governance and organizational structure in anticipation of the private placement to the members of
the consortium and Participating Partners. Additionally, BTG Pactual experienced an increase of (i)
information technology consulting feesin connection with software devel opments for its operational platform
in the amount of R$11.2 million, (ii) R$12.6 million in expenses for travel, presentations and conferences and
(iii) R$13.1 million in information technology expenses other than consulting fees related to such software
developments.

Goodwill Amortization. BTG Pactual’s goodwill amortization expenses increased 271.4%, from R$8.4
million in 2010 to R$31.2 million in 2011, as aresult of Banco BTG Pactual’s 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, BTG Pactual amortized monthly goodwill relating to Coomex of R$2.8 million until August 2011
and R$1.5 million from September 2011 onwards. In addition, BTG Pactual’ amortized goodwill relating to
Banco BTG Pactual’s acquisitions of Recovery do Brasil Consultoria S.A. and Vivere Solugdes e Servicos
S.A. from March and October 2011, respectively, for atotal of R$3.3 million.

Tax Expenses. BTG Pactual’s tax expenses increased 35.3%, from R$133.9 million in 2010 to R$181.2
million in 2011. This increase was mainly due to the 32.0% increase in BTG Pactual’s revenues. BTG
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Pactual’s tax expenses are composed mainly of PISICOFINS of 4.65% and ISS, which varies from 2.0% to
5.0% depending on the services provided and locations. BTG Pactual’s tax rate maintained relatively stable at
5.7% in 2011, compared to 5.5% in 2010.

Earnings Before | ncome Tax

Asaresult of the foregoing, BTG Pactual’s earnings before income taxes increased 23.6%, from R$1,508.1
millionin 2010 to R$1,863.7 million in 2011.

Income and Social Contribution Taxes

BTG Pactual’s income and social contribution taxes in Brazil are recorded under current or deferred
liabilities. BTG Pactual’s income and social contribution taxes in Brazil went from an expense of R$381.0
million in 2010 to a gain of R$57.9 million in 2011. This variation was mainly due BTG Pactual’s
recognition of tax credits of R$481.4 million in December 2011 resulting from Banco BTG Pactual’s merger
with the investment vehicle used by the members of the Consortium to acquire 16.04% of BTG Pactual’s
equity interests in December 2010. Such entity had previously recorded goodwill of R$1,203.4 millionin
connection with such acquisition. BTG Pactual’s effective rate was 25.3% in 2010 and (3.1)% in 2011
(including deferred tax assets from goodwill). See "—Critical Accounting Policies—Brazilian GAAP
Accounting Policies Applicable to BTG Pactual Holding and Banco BTG Pactual—Deferred Income Tax and
Social Contribution."

Net Income

As a result of the foregoing, BTG Pactual’s net income increased 70.5%, from R$1,127.1 million in 2010 to
R$1,921.7 million in 2011, representing a net margin of 46.5% and 60.0% respectively.

Regulatory Capital Requirements
Banco BTG Pactual Regulatory Capital Requirements

Banco BTG Pactual maintains alevel and composition of equity capital that it considers sufficient to conduct
its operations under well-capitalized bank standards. Banco BTG Pactual manages its capital primarily
through equity issuances and subordinated debt issuances. Banco BTG Pactual also manages its capital
reguirements by establishing limits to its business units on the capital they deploy in their operations. Banco
BTG Pactual’s 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, the
total shareholders’ equity of Banco BTG Pactual was R$10,101.4 million compared with total shareholders’
equity of R$6,339.7 million as of December 31, 2011 in accordance with Brazilian GAAP which isthe GAAP
basis for regulatory capital requirements.

Banco BTG Pactual’s equity capital was materially enhanced as aresult of (i) the issuance of US$1.44 hillion
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 BTG Pactual’s initial public offering in April 2012. Banco BTG Pactual’s 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 new requirements under the Basel Capital
Accord known as Basel 2.5). Basel 2.5 is a complex package of international rules which charges banks
higher capital for the risks they run in their trading books (as opposed to their banking books, where they keep
assets that they intend to hold to maturity).

In March 2013, the CMN and the Central Bank issued a new regulatory framework for the implementation of
the Basel |11 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 Reference Shareholders’ Equity, or "PR," which will have
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to be adopted by Brazilian financial ingtitutions by October 2013. See "Regulatory Overview—Capital
Adequacy and Leverage."

Regulatory Capital Adeguacy

We believe that Banco BTG Pactual’s working capital is sufficient for its present requirements and for the 12
months following the date of this Prospectus.

Banco BTG Pactual 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 arisk-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 ingtitutions 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 asthe Basel |1 Accord. The Basel 1 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 |1
Accord will be fully implemented by the end of the first half of 2013.

The requirements imposed by the Central Bank and the CMN differ from the Basel |1 Accord in several
aspects. Among other differences, the Central Bank and the CMN:

e establish aminimum 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 (&) the use of accrual principle,
(b) the adoption of trade date convention, and (c) alimited 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 | equity and Tier Il equity.

Tier | 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, reval uation 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 |osses resulting from mark-to-
market securities classified in the "securities available for sale" category and derivatives used for hedging
cash flow. The Tier | capital of Banco BTG Pactual consists exclusively of common equity capital, reduced
by small amounts of tax credit and deferred charges.

Tier Il capital is represented by reval uation 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.
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Thetotal amount of Tier |1 capital islimited to the total amount of Tier | capital, provided that (i) the total
amount of revaluation reservesislimited to 25.0% of the Tier | capital; (ii) the total amount of subordinated
debt plusthe total amount of redeemable preferred shares with an original maturity below ten yearsis limited
to 50.0% of the total amount of the Tier | capital; (iii) the total amount of hybrid equity and debt instruments
authorized by the Central Bank to beincluded in Tier | capital is limited to 15.0% of the total amount of Tier |
capital; and (iv) a20.0% to 100.0% reduction will be applied to the amount of subordinated debt authorized
for Tier 11 capital and of redeemable preferred shares during the period between 60 months and 12 months
preceding their respective maturities.

Financial institutions such as Banco BTG Pactual 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
inclusionin Tier | capital and Tier Il 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 accessto; (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 111 Accord,
which was endorsed at the Seoul G20 Leaders summit in November 2010. The Basel 111 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 |11 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 isimportant to highlight: (i) the
introduction of the concept of quasi-financial institutions (institui¢cdes 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 | Capital). These changes are to be implemented from October 1, 2013 to
January 1, 2022.
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Consolidated Capital Ratios of Banco BTG Pactual

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

As of December 31,

2010 2011 2012
(in R$millions)
Reference Shareholders’ EQUItY (PR) .....ov..ovveooveeoeeseeeeseeseeesneees 5,567.0 8,431.0 14,593.3
Shareholders” equity — TIEr L....cccccoveviiieiiieieese e 5,602.5 6,331.1 10,249.6
Shareholders” equity — TIEr 2.....coeoeiriieeeee e - 3,165.5 5,124.8
Deductions from the Reference Shareholders’ EQUity ........cccccceviviennee (35.4) (1,065.6) (781.1)
Required Reference Shareholders’ Equity (PRE) ........o.cvevreveeeuen.. 2,841.7 5,250.9 9,273.3
(0= o [ 1= SR 1,631.8 3,416.0 5,606.7
MAIKEE TISK ..ttt s st re st nens 943.1 1,553.5 3,440.8
(O 01 1] 0o [ 1 SRRSO 266.7 281.4 225.8
Exceeding Required Reference Equity: (PR-PRE) 2,725.3 3,180.1 5,319.9
Capital adequacy ratio (based index): (PRx100)/PRE/0.11) ................. 21.55% 17.66% 17.31%

Banco BTG Pactual’s Subsidiary Capital Requirements

Banco BTG Pactual is subject to banking supervision and regulation on a global consolidated basisin 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
Banco BTG Pactual exercisesjoint control ownership, together with CaixaPar, the Central Bank determined
that capital requirements and banking supervision over Banco BTG Pactual 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, Banco
BTG Pactual purchased a co-controlling interest in Banco PanAmericano. The effect of the transaction on the
calculation of its regulatory capital is discussed above. See "Business—Significant Recent Developments.”

Through Banco BTG Pactual’s subsidiaries in the United States, Banco BTG Pactual is subject to extensive
regulation under U.S. law and regulations, including oversight by FINRA and the SEC. Through BTG Pactual
Europe, one of Banco BTG Pactual’s quoting entities authorized by the FCA to provide investment services in
the United Kingdom, Banco BTG Pactual is additionally subject to the supervision of the FCA and related
regulatory requirementsin the United Kingdom. See "Risk Factors—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,"
"Regulatory Overview—Regulation in the United States" and "Regulatory Overview—Regulation in the
United Kingdom." Celfin and Bolsay Renta are also subject to regulatory capital requirements determined by
Chilean and Colombian laws and their regulators, respectively, calculated based on their own capital.

BTG Pactual Participations’ and BTGI’s Regulatory Capital Requirements

Neither BTG Pactual Participations nor BTGI are subject to banking regulation or regulatory capital
requirementsin Brazil. Asthe primary investment vehicle for the principal investments business unit of BTG
Pactual, BTG Pactual Participations and BTGI do not have employees and are, thus, not subject to regulatory
requirements. Credit risk management for BTGI’s proprietary funds and other investments is conducted by
the asset management unit of Banco BTG Pactual. BTG Pactual Participations believes that its working
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capital is sufficient for its present requirements; that is, for at least 12 months following the date of this
Prospectus

Liquidity
Liquidity is essential to Banco BTG Pactual’s and BTGI’s (and consequently, BTG Pactual Participations’)
businesses. Liquidity management is the set of policies and procedures put in place internally to ensure that

Banco BTG Pactual and BTGI always have access to sufficient cash to meet our and their obligations, under
normal circumstances and under severe market stress.

Banco BTG Pactual Liquidity

Liquidity is particularly critical to the operations of Banco BTG Pactual. The most important principle of
Banco BTG Pactual’s liquidity management framework is the maintenance of a strong cash position — its
liquidity buffer — at all times. Banco BTG Pactual’s liquidity buffer is calculated to be sufficient to run its
operations for aminimum of 90 days assuming that it does not obtain new funding during the period. Banco
BTG Pactual’s balance sheet is, in large part, composed of very liquid financial instruments, and it obtains
funding from a diversified range of unsecured instruments from a broad range of sources. Also, Banco BTG
Pactual maintains a contingency plan to manage its liquidity under severely adverse market conditions, based
on the imposition of constraints on its lending operations and on the reduction of its exposure to illiquid assets
and the sell-off of liquid instruments.

Banco BTG Pactual has recently enhanced its 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 Banco BTG Pactual’s
medium-term note programme; (iii) in December 2011 and January 2012, three additional series of zero-
coupon, one-year senior notes under Banco BTG Pactual’s medium-term note 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 arate of 5.75%, priced at 98.14%; (vi) in September and October
2012, atotal issuance of US$235.0 million 7.00% senior notes due 2017 denominated in Colombian pesos
under Banco BTG Pactual’s medium-term note programme; (vii) in January 2013, US$1.0 billion in senior
notes due 2020 at a rate of 4.00% under Banco BTG Pactual’s medium-term note programme; and (viii) in
March 2013, the equivalent of US$161.0 million of senior notes denominated in Chinese Y uan renminbi at a
rate of 4.1% due in 2016 also under Banco BTG Pactual’s medium-term note programme. Under the terms of
the US$800.0 million subordinated notes, Banco BTG Pactual may, among other things, defer payment of any
amounts due to noteholdersif it is not in compliance with, or such payment would cause it to not bein
compliance with, operational limits applicable to Brazilian banks then in effect.

Banco BTG Pactual intends to continue its funding activities by accessing funding from diversified sourcesin
Brazil and abroad, issuing debt instruments and depositsin different markets, currencies and tenors. As of
December 31, 2012, Banco BTG Pactual had more than 300 depositors, and its top 10 depositors represented
less than 19.0% of itstotal unsecured funding base. Banco BTG Pactual is subject to liquidity regulatory
reguirements imposed by the Central Bank, which includes the monitoring of its liquidity position, of its
liquidity stress scenarios, and of itsliquidity contingency plan. Banco BTG Pactual is currently the only entity
within BTG Pactual that is permitted to take deposits, directly and through its branches, (including interbank,
demand and time deposits) from clients or counterparties.
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BTGI (and consequently, BTG Pactual Participations) Liquidity

Liquidity management for BTG Pactual Participations’ proprietary funds and other investments is conducted
by the asset management unit of BTG Pactual, which, through Banco BTG Pactual, provides investment
advisory services to such funds and investments.

One of the objectives of Banco BTG Pactual’s asset management team in managing BTGI’s proprietary
investmentsisto provide BTGI with ahighly liquid portfolio. BTGI believes such liquidity affords a high
degree of portfolio agility, enabling the capacity to shift resources quickly and effectively out of less
promising investments into more attractive ones, as well strategic agility, consisting of the ability to identify
and seize opportunities which may arise in stress situations.

The liquidity of BTGI’s portfolio is closely monitored by Banco BTG Pactual’s asset management team, and
daily calculations are made with respect to market risk. BTGI’s liquidity is also managed through ADTV
(Average Daily Traded Volume), a method by which the average amount of securities traded in aday or a
specified period of time is monitored as an indicator of how liquid a security is. When ADTV ishigh, thisis
an indicator that the securities can be easily traded, whereas when the ADTV islow, this may negatively
affect the liquidity of such securities. In addition, Banco BTG Pactual’s asset management team receives
reports before the opening of markets each morning that indicate the risk exposure for each asset in our
portfolio and suggest hedging strategies using high liquid assets.

Banco BTG Pactual has developed an internal system (PATROL) through which it is possible to optimize and
anticipate the margins required by the BM&FBOVESPA (with respect to futures, options and swaps) and the
Brazilian Clearing and Depository Corporation (CBLC) (with respect to options, term and leases). In this
way, we believe PATROL facilitates the efficient management of cash flow and helps to mitigate liquidity
risks affecting our portfolio, particularly through making available on-line simulations of fund margins.
PATROL’s systems replicate the methodology used by other stock markets and is completely integrated into
the other systems of BTG Pactual.

Liquidity management of BTGI’s investments additionally contemplates stress scenarios and the related
impact on redemption. Such analysis tests different scenarios of asset reduction so that Banco BTG Pactual’s
asset management team may estimate, based on liquidity and anticipated sales volume, the time necessary to
effect redemption, while operating within predetermined risk limits.

The design and maintenance of systems and models enabling data interpretation is a critical component of the
proper functioning of any activity operating within the financial markets. |n managing our liquidity profile,
Banco BTG Pactual’s asset management team strives to achieve an "efficient portfolio" based on modern
portfolio theory. For additional information regarding the modeling and systems used by Banco BTG
Pactual’s asset management team, see "—Risk Management—Market Risk—BTGI Market Risk" below.

BTGI aso hold investments, mainly though our merchant banking activities, which are inherently illiquid as a
function of investing private companies not traded on any stock exchanges. BTGI expects significant liquidity
constraints if we decide to sell these assets. However, BTGI has been able to use certain of such assetsto
collateralize other fundraising transactions. See "Indebtedness—BTGI (and, consequently, BTG Pactual
Participations) Indebtedness—Financial liabilities at amortized cost—US$200 Million Credit Agreement with
Citibank N.A."

Furthermore, on April 10, 2013, BTGI issued senior notes totaling US$700.0 million at afixed coupon of
4.50% p.a., priced at 99.448% maturing in April 2018 and with interest due every six months in October and
April. These notes are guarantee by BTG Pactual Holding S.A., a company through which the partners of the
BTG Pactua Group controls Banco BTG Pactual S.A.
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Dividends and other distributions
Banco BTG Pactual Dividends and other distributions

On September 18, 2009, the Partners acquired Banco BTG Pactual. Immediately following the acquisition,
Banco BTG Pactual distributed dividends of R$1.7 billion to BTG Pactual Participagdes|l SA., or "BTG
Participacfes,” the vehicle used by such Partners to acquire Banco BTG Pactual. These dividends were fully
used by BTG Participacdes to pay for a portion of the purchase price on the same date. The remaining portion
of the purchase price was financed with borrowings from us and additional funding obtained by BTG
Participacfes from third parties, including UBS AG. On September 30, 2010, the outstanding aggregate
balance of Banco BTG Pactual’s loans to BTG Participagdes was R$1.2 billion.

During 2010, Banco BTG Pactual distributed R$373.6 million of dividends, which were primarily used by the
Partners to amortize part of the debt of BTG Participag6es with third parties. On November 26, 2010, we
made a distribution in kind to the Partners at such time of a portion of its credit against BTG Participagdes, in
the total amount of R$728.4 million. Following the distribution, the relevant Partners indirectly contributed a
portion of the credit to BTG Participacdes, resulting in its cancellation.

In December 2010, Banco BTG Pactual had a capital increase of R$2.4 billion and received R$0.7 billion in
proceeds from the issuance of new equity capital to the members of the Consortium and the Participating
Partners. Approximately R$473.0 million of the amount received by Banco BTG Pactual was distributed as
dividends to BTG Participacdes. These dividends were then used by BTG Participacfes to repay (in cash) the
remaining portion of the debt owed to Banco BTG Pactual.

During 2011, Banco BTG Pactual distributed R$692.0 million of dividends to its shareholders, with the
portion thereof received by its then current Partners used to amortize the remaining part of the debt of BTG
ParticipacGes with third parties. In 2011, Banco BTG Pactual further distributed R$319.0 million as interest
on equity, which was recapitalized into Banco BTG Pactual on the same date. BTG Pactual Participations did
not make any distributionsto its Partnersin 2011.

Asaresult of the above, since September 18, 2009, Banco BTG Pactual paid aggregate dividends in 2009,
2010, 2011 of R$1,250.0 million, R$846.6 million and R$692.0 million, respectively, which were, to alarge
extent, used by the Partners to amortize the outstanding debt incurred in connection with the acquisition of
Banco BTG Pactual (including the total outstanding balance of the BTGI loan). Except for the distributionsin
2009 and 2010 mentioned above, Banco BTG Pactual did not make further distributions to its Partners from
2009 to 2012.

On August 8, 2012, Banco BTG Pactua’s board of directors approved the distribution of proceedsto its
shareholders in the amount of R$401.6 million, of which R$220.0 million will be distributed as interest on
equity (subject to withholding taxes) and R$181.6 million will be distributed as dividends, both on March
2013.

On December 31, 2012, Banco BTG Pactua recorded R$192.2 million as dividends, with such dividends
being approved at Banco BTG Pactual’s special shareholders’ meetings held on December 19, 2012 and
February 19, 2013.

For additional information regarding distributions of interest on equity by Banco BTG Pactual in 2010, 2011
and 2012, see "Combined Income Statement of BTG Pactual (Brazilian GAAP—Audited)—Interest on
Equity." Although BTG Pactual Holding is the owner of record of approximately 82.7% of Banco BTG
Pactual’s common shares and approximately 63.7% of its preferred shares (or atotal of 842,937,604 preferred
shares and 1,150,024,802 common shares), with respect to certain of such shares, the right to receive
distributions in the form of interest on equity is held by the Brazilian FIP fund owned exclusively by the
Partners in an arrangement referred to under Brazilian law as usufruto de agdes. In 2012, Banco BTG Pactual
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distributed R$373.8 million in dividends and R$440.0 million in interest on equity (of which R$107.9 million
was distributed to BTG Pactual Holding and R$213.3 to the Partners, via the Brazilian FIP fund, as aresult of
the usufruto de ages).

BTG Pactual Participations dividends and other distributions

In 2011, BTG Pactua Participations distributed R$1.3 million in dividends. In 2010 and 2011, BTGI
distributed R$924.3 million and R$1.3 million in dividends, respectively. BTG Pactual Participations and
BTGI did not distribute any dividendsin 2012.

Use of Funds

Banco BTG Pactual and BTG Pactual Participations mainly use fundsto carry out the activities of BTG
Pactual’s sales and trading and principal investments business units and, in the case of Banco BTG Pactual
only, the corporate lending unit. These units 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 BTG Pactual Participations and Banco BTG
Pactual’s portfolio is comprised of highly liquid instruments. See "—Liquidity" above.

Indebtedness
Banco BTG Pactual I ndebtedness
The following table shows the composition of Banco BTG Pactual’s funding as of the dates indicated:

Asof December 31,

2010 2011 2012
(in R$millions)

Financial liabilitiesheld for trading .........ccccvceveeeviviesiecceeceseeeee 19,053.0 13,215.4 11,637.5
Financial liabilities carried at amortized cost

Open Market fFUNAING ......ccoeiireeeee et 30,800.2 29,949.2 49,064.9
Amounts payable to banks 338.9 576.4 627.1
Other financial liabilities carried at amortized cost 11,891.9 22,850.8 30,993.3
TOtAl HADIIIES ..v..oooeeeeee e 62,084.0 66,501.8 92,322.8

After December 31, 2012, Banco BTG Pactua continued to incur indebtedness, mainly as aresult of (i) an
increase in its open market funding, which is directly linked to corresponding increasesin its open market
investments and securities subject to repurchase agreements, (ii) the issuance in January 2013 of US$1.0
billion in senior notes due 2020 at a rate of 4.0% under Banco BTG Pactual’s medium-term note programme
and (iii) the equivalent of US$161.0 million of senior notes denominated in Chinese Y uan renminbi at arate
of 4.1% due in 2016 also under Banco BTG Pactual’s medium-term note programme.

Financial liabilities held for trading

Financial liabilities held for trading is comprised of short position in securities and loans in securities, mainly
related to federal government bonds. The balance of Banco BTG Pactual financial liabilities held for trading
decreased from R$19,053.0 as of December 31,2010 to R$13,215.4 million as of December 31, 2011 and
further to R$11,637.5 million as of December 31, 2012.

Open market funding

Banco BTG Pactual funds a significant portion of its portfolio through secured funding arrangements, such as
repurchase agreements. Banco BTG Pactual maintains relationships with several market counterparties, such
asfinancial institutions, prime brokers, institutional investors, asset managers, clearing agents, depositaries,
central banks or other monetary authorities, through which it may obtain secured funding by placing
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significant portions of its portfolio of securities, especially government bonds, as collateral. Banco BTG
Pactual’s secured funding transactions are an important component of its overall funding strategy in the
context of the liquidity management. The total balance of repurchase transactions vary in line with changesin
the amount of Banco BTG Pactual’s total assets, and especially of its securities portfolio. Banco BTG Pactual
also maintains a balance of repurchase agreements in connection with reverse repurchase transactions (i.e., its
match portfalio), through which it allows clients, such asitsinvestment 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, Banco BTG Pactual’s portfolio of repurchase transactions totaled R$30,800.2
million, R$29,949.2 million and R$49,064.9 million, respectively.

Amounts payabl e to banks

Amounts payable to banks is comprised of interbank loans from Brazilian financial institutions in open
market operations. The balance of Banco BTG Pactual interbank deposits increased, from R$576.4 million as
of December 31, 2011 to R$627.1 million as of December 31, 2012.

Other financial liabilities carried at amortized cost

The financial liabilities carried at amortized cost are comprised of the following funding operations. demand
deposits, time deposits, funds from securities issues and accepted, loans and onlendings and subordinated
debts.

Demand deposits

Banco BTG Pactual does not provide commercial banking services to its clients other than through BTG
Pactual’s PanAmericano business unit. The cash balances maintained by Banco BTG Pactual’s clients in
demand deposits are seasonal, and typically result from the settlement of securitiesin connection with its sales
and trading businesses. The volume of Banco BTG Pactual’s demand deposits tend to vary, and are generally
linked to the volume of transactions it settles for its 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 its clients
to delay certain cash transferences abroad. Demand deposits also include balances of money market deposits
maintained by Banco BTG Pactual’s clients with its Cayman Islands Branch. As of December 31, 2012, the
balance of Banco BTG Pactual’s demand deposits from local and international clients totaled R$283.5

million, compared to R$1,574.3 million as of December 31, 2011.

Time deposits

A significant portion of Banco BTG Pactual’s funding is in the form of time deposits. Usually, Banco BTG
Pactual’s depositors are Brazilian companies, pension funds and HNW!I. Most of Banco BTG Pactual’s CDBs
bear an interest rate equivalent to the CDI plus a spread. Banco BTG Pactual’s 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 Banco BTG Pactual’s continuous effort to maintain a high level of
market discipline and transparency, pursuant to which its clients and counterparties were informed about its
performance and its strategy.

The table below shows the composition of Banco BTG Pactual’s time deposits issued by maturity as of the
dates indicated:

Asof December 31,

2010 2011 2012
(in R$millions)
UPt0 90 dayS....ccevveieiciseseeei s 1,050.7 3,180.7 6,872.4
From 91 to 365 days 5,699.4 6,184.5 5,134.6
FrOmM L0 3 YEAIS ....eeeieiee et e 987.1 1,553.5 581.6

157



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

OVEN SYEAIS....eevieeieieeteeee et ste st sie st see e e aeseesee e sneseeneans 1717 1,1415 1,124.6
Total 7,908.9 12,060.4 13,7134

The table below shows the concentration of Banco BTG Pactual’s time deposits issued by depositors by
economic group:

Asof December 31,

2010 2011 2012
(in R$millions)
Total NUMbEr dePOSILOrS........cov i 245 265 367
Largest AEPOSITON........ccueveeeiiitiseieee et 721.6 841.2 938.9
10 largest dEPOSITONS.......covrvrueeeeeeeieenereres ettt 3,519.5 4,874.5 5,780.0
20 largest dEPOSITOrS........cvevivieireieieeste et 4,715.7 7,258.8 8,062.4
50 largest depoSItOrs..........covevreririrueeeeeiee et 6,384.3 9,937.8 10,869.9
100 largest dePOSITOrS........cvvveeeeeerueerirereree s 7,433.9 11,469.4 12,517.3

Funds from securities issued and accepted

The balance from securities issued and accepted of Banco BTG Pactual increased from R$1,502.0 million as
of December 31, 2010 to R$4,138.1 million as of December 31, 2011 and to further R$8,725.1 million as of
December 31, 2012. Thisincreaseisin line with its distribution effortsin local and international markets.

e In July 2011, Banco BTG Pactual issued, through its Cayman Islands Branch, a series of senior
notes through its medium-term note programme in the total principal amount of US$500 million.
The maturity date of these notesis July 8, 2016;

e |n December 2011, Banco BTG Pactual 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, Banco BTG Pactual issued, through its Cayman Islands Branch, three series of
senior notes through its medium-term note 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, Banco BTG Pactual issued, through its Cayman Islands Branch,
approximately US$235 million aggregate principal of senior notes through its medium-term note
programme, denominated in Colombian pesos, at a fixed coupon of 7.00% and maturing in
September 2017, marketed primarily to investorsin Latin America;

e InJanuary 2013, Banco BTG Pactual issued, through its Cayman Islands Branch, US$1.0 billion in
senior notes through its medium-term note programme at a fixed coupon of 4.00% and maturing in
January 2020; and

e In March 2013, Banco BTG Pactual issued, through its Cayman Islands Branch, the equivalent of
US$161.0 million of senior notes denominated in Chinese Yuan renminbi at a rate of 4.1% and
maturing in 2016 also under Banco BTG Pactual’s medium-term note programme.

The table below shows the composition of Banco BTG Pactual’s 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.......cceoouieieieie e e, 196,5 363,5 245.0
Letters of credit for agribusinessymortgage bonds...........ccccceevveveriennen, 1,299.5 2,625.0 5,806.0
Medium term notes and credit-linked NOLES............cc.eveeveeceeeerceeeeeieneennn, 6.0 1,149.6 2,674.1
TOLA o et 1,502.0 41381 8,725.1
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Loans and onlendings

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

Subordinated debt

Banco BTG Pactual’s balance from subordinated indebtedness increased from R$4,158.3 million as of
December 31, 2011 and to further R$6,246.1 million as of December 31, 2012. Banco BTG Pactual was
responsible for issuing all of BTG Pactual’s subordinated indebtedness during these periods.

In April 2011, Banco BTG Pactual issued a series of subordinated notes in Brazil in the total principal amount
of R$3.975.0 million, indexed to IPCA plus 1%a.a., with an average maturity date of the notesis 7.8 years,
and the first maturity date is October 2016. In September 21, 2012, Banco BTG Pactual 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, Banco BTG Pactual may, among other things, defer payment of any amounts
due to noteholdersif it is not in compliance with, or such payment would cause it to not be in compliance
with, operational limits applicable to Brazilian banks then in effect.

BTGI (and conseguently, BTG Pactual Participations) | ndebtedness
The following table shows the composition of BTGI’s funding as of the dates indicated:

Asof December 31,

2010 2011 2012
(in R$millions)
Open market fFuNding ........ccccoeiereineie e 8,190.8 9,916.5 21,393.9
Financial liabilities held for trading 13,963.6 4,979.9 855.8
Financial liabilities at amortized cost 565.6 107.4 286.2
TOAl oottt 22,720.0 15,003.8 22,5359

Open market funding

BTGI funds a significant portion of its portfolio through secured funding arrangements, such as repurchase
agreements. BTGI maintains relationships with several market counterparties, such as financial institutions,
prime brokers, institutional investors and asset managers, through which it may obtain secured funding by
placing significant portions of its portfolio of securities, especialy U.S. Treasury securities and U.S. Agency
securities, as collateral. BTGI’s secured funding transactions are an important component of our overall
funding strategy in the context of liquidity management. The total balance of repurchase transactions variesin
line with changes in the amount of its total assets, and especially of our securities portfolio. BTGI aso
maintains a balance of repurchase agreements in connection with reverse repurchase transactions (i.e., our
match portfolio). As of December 31, 2010, 2011 and 2012, the collateral BTGI has granted in connection
with its repurchase transactions totaled R$8,463.3 million, R$5,451.1 million and R$37,459.0 million,
respectively.

Financial liabilities held for trading

As of December 31, 2010, 2011 and 2012, BTGI’s financial liabilities held for trading consisted primarily of
U.S. Treasury securities held for short-selling transactions, totaling R$13,963.6 million, R$4,979.9 million
and R$855.8 million, respectively. The balance of its portfolio of securities held for short-selling transactions
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gradually decreased during this period, mainly due to a shift in our investment strategy resulting in a
reduction of transactions leveraged with short-term funding.

Financial liabilities at amortized cost

As of December 31, 2010, 2011 and 2012, BTGI’s financial liabilities at amortized costs consisted mainly of
loans with financial institutions abroad indexed to LIBOR, which have varying maturities through June 2014
and, in the case of certain loans executed in 2010 and 2011, already matured in December 2012. As of
December 31, 2012, BTGI’s balance of financial liabilities at amortized cost consisted primarily of third party
funding for recent investments.

In addition, in February of 2013, BTGI entered into two loan agreements in the total amount of US$300.0
million, both of which are guaranteed by BTG Pactual Holding, a company owned by the Partners which is
the parent company of Banco BTG Pactual, as further described below:

US$200 Million Credit Agreement with Citibank N.A. On February 5, 2013, BTGI entered into a secured
credit agreement with Citibank, N.A., or the "Citibank loan," in the aggregate principal amount of US$200
million, which is unconditionally and irrevocably guaranteed by BTG Pactual Holding. The Citibank loan is
indexed to three-month Libor plus 2.1% per annum and is due in asingle payment on July 30, 2014. Interest
ontheloan is payablein 6 tri-annual installments, the first of which is due on May 7, 2013. The Citibank loan
is secured by the pledge of shares equal to 47.07% of the interest on capital of Unido de Lojas Leader S.A, or
"Leader," one of the portfolio companies of BTG Pactual. The Citibank loan contains a financial covenant
stipulating that BTGI and BTG Pactual Holding’s combined indebtedness must remain below 50% of our
combined total tangible net worth and a cross-default provision whereby BT GI outstanding indebtedness
under the Citibank loan will become immediately due and payable in the event we, any of BTGI subsidiaries
or BTG Pactual Holding does not comply with BTGI or its obligations under any other credit agreement with
a value in excess of US$150 million. As of December 31, 2012, the equivalent of 23.1% of Leader’s interest
on capital is classified as non-current assets held for sale on BTG Pactual Participations’ balance sheet.

US$100 Million Senior Unsecured Term Loan with Bank of America N.A. On February 6, 2013, BTG Pactual
Participations entered into a US$100 million senior unsecured loan with Bank of America, N.A., or the
"BAML loan," which is unconditionally and irrevocably guaranteed by BTG Pactual Holding. The BAML
loan bears interest at arate equal to 2.15% per annum. Principal on the BAML loanisduein asingle
installment on August 6, 2014 and interest is payable in 6 semiannual installments, the first of whichisduein
April 2013. The BAML loan contains financial covenants stipulating that (i) BTGI and Banco BTG Holding
may not distribute dividends in excess of 35% of our combined net income and (ii) BTGI and BTG Pactual
Holding may not incur indebtedness maturing on or prior to August 6, 2014 in amounts equal to or greater
than 35% of our combined total tangible net worth, except for certain indebtedness previously disclosed to
Bank of America and incurred in the ordinary course of business. In addition, the BAML loan contains a
cross-default provision similar to the one contained in the Citibank |oan.

In addition to the financial liabilities recorded at amortized costs, on April 10, 2013, BTGI issued senior notes
totaling US$700.0 million at a fixed coupon of 4.50% p.a., priced at 99.448% maturing in April 2018 and
with interest due every six monthsin October and April. These notes are guarantee by BTG Pactual Holding
S.A., acompany through which the partners of the BTG Pactual Group controls Banco BTG Pactual S.A.
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Banco BTG Pactual Use of Funds

The following table presents the asset allocation in Banco BTG Pactual’s balance sheet as of the dates

indicated:

Cash and balances at Central Bank ......................

Financia assets held for trading..........cccccceevueeene.
Financial assets designated at fair value through
profit and 10SS.......cceeveeiicesecce e

Derivative financial instruments...........c.cocceveveeeee.
Open market iINVeStmMents...........ccccevveveienevienreenens
Amounts receivable from banks............ccccconnene
Other loans and receivables............cccceveeinrnnnne.
Held-to-maturity financia assets.........ccccevivenee.
Deferred tax 8SSetS .......covvirrnnieeir s

Other 8SSELS ..o e
Investment in associates and jointly controlled
ENELIES ..o

Property, plant and equipment.........cccceveeveevienee.
Intangible assets.......coevveveiivereee s
Total ASSELS....ccevveeeerieieee e

BTGI Use of Funds

Asof December 31,

% of % of % of

Total Total Total

2010 Assets 2011 Assets 2012 Assets
(in R$millions, except per centages)

1,622.5 22% 1,3914 1.7% 1,024.4 0.8%
345828 47.3% 36,291.8 440% 62,592.7 50.3%
23269.8 31.9% 7,7286 9.4% 6,324.1 5.1%

3,329.7 46% 3,271.9 4.0% 9,993.9 8.0%

1,854.0 2.5% 10,895.8 13.2% 15,726.9 12.6%

86.7 0.1% 958.6 1.2% 1,917.8 1.5%
4,238.3 58% 82785 10.0% 10,324.5 8.3%
- - 37885 4.6% 4,100.4 3.3%

923.7 13% 11,3879 1.7% 1,550.1 1.2%
2,746.5 3.8% 6,900.9 8.4% 6,998.7 5.6%
- - 7333 0.9% 2,561.1 2.1%

197.9 0.3% 58.4 0.1% 95.7 0.1%
198.7 0.3% 706.3 0.9% 1,215.2 1.0%
73,050.6 100.0% 82,392.1 100.0% 124,425.7  100.0%

The following table presents the asset allocation in BTGI” consolidated balance sheet at the dates indicated:

Cashonbanks........cccooveveiniiiiiceee
Open market iINVeStMENtS ..........ccccveveeeeieeesieeenns
Derivative financial instruments...........ccccceeveee.
Financia assets held for trading..........cccceevvuenene.
Financial assets availablefor sae..........ccccueeenee.
Loans and receivables.........cccoovvveeveneeeeniveseenin,
Due from brokers.........cccvveeeveveciesie e
Non-current assets held for sale.........ccccovvveenen.
Investment in associates and joint ventures..........
Assatsheld for sale.....oooeveeiieiiccceseeeen

TOtAl ASSELS.....ccveeveeeteeeteeeree et

Asof December 31,

% of % of % of

Total Total Total

2010 Assets 2011 Assets 2012 Assets

(in R$millions, except per centages)

995.5 3.2% 31.9 0.1% 78.8 0.3%
5,745.5 18.7%  2,995.9 9.8% 11.2 0.0%
65.9 0.2% 244 0.1% 510.3 1.8%
17,089.3 55.7% 18,719.5 61.2% 22,964.6 82.6%
1829 0.6% 480.4 1.6% 1,044.9 3.8%
347.0 1.1% 376.2 1.2% 721.8 2.6%
6,058.9 19.7% 7,838.0 25.6% 1,238.8 4.5%
- - - - 3385 1.2%
- - - - 571.4 2.1%
214.8 0.7% 117.9 0.4% 336.0 1.2%
30,699.8 100.0% 30,584.2 100.0% 27,816.2 100.0%
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Contractual Obligations
Banco BTG Pactual Contractual Obligations

The table below presents the undiscounted cash flows for "Financial liabilities carried at amortized cost.” We
are not presenting undiscounted cash flows for "Financial Liabilities at fair value through profit or loss."
Management does not consider this information when analyzing liquidity, other than for short term maturity,
and therefore it is not deemed to be relevant.

December 31, 2012

Under 12 months Over 12 months Total
Financial Liabilities carried at amortized cost
Amounts payable to banks 587,185 63,146 650,332
Open market funding 48,920,806 305,944 49,226,750
Other financial liabilities carried at amortized cost 17,363,289 20,592,583 37,955,872

In addition, the table below presents the maturity and balance of Banco BTG Pactual’s additional contractual
obligations with respect to derivative financial instruments:

Under 12 months Over 12 months Total
(R$millions)
Derivatives financial instruments 9,241.0 908.1 10,149.2

BTGI Contractual Obligations

The tables below present the maturity and balances of BTGI’s (and consequently, BTG Pactual
Participations’) significant contractual financial obligations as of December 31, 2012:

Up to 90 90to365 1to3 Over 3
days days years years Total

(in $R millions)

Open market funding 21,393.9 - - - 21,393.9
Derivative financia instruments 408.5 442  336.8 60.0 849.5
Financial liabilities held for trading 855.8 - - - 855.8
Financial liabilities at amortized cost 235.4 - 79.4 - 86.2

Commitments

BTGI has entered into several agreements related to investment opportunities, mainly in the private equity
sector, pursuant to which we have provided unfunded commitmentsin our capacity as limited partnersin
private equity funds. The actual drawdown relating to these commitments is contingent upon the identification
of attractive investments during the investment period specified for each fund and joint venture. In general,
BTGI expects cash outflows relating to these commitments should be disbursed mostly over the next 24
months (up to eight years). However, it is difficult to estimate with precision the timing and total amount of
such cash outflows, or whether such commitments will be funded at all. As of December 31, 2012, BTGI’s
total undrawn commitments amounted to R$1.7 billion, mainly related to BTGI’s committed investments in
BTGI’s FIP (FIP Principal) and BTG Pactual Brazil Infrastructure Fund Il LP (FIP Infrastructure fund), two
private equity funds managed by the asset management unit of BTG Pactual, and BTGI’s joint venture in
B&A Mineracdo, which is also effectively management by the asset management unit of BTG Pactual. We do
not record any amounts relating to these commitmentsin our balance sheets.

Banco BTG Pactua does not have similar commitments.
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Capital Expenditures

Banco BTG Pactual’s 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 data processing systems (21.2%), software (27.8%), premises (43.6%) and communication systems (7.4%),
whilein 2012, the majority of these expenditures related to investments in connection with the relocation of
our S8o Paulo operations to a substantially larger office in that year, as well as investments in communication
systems and premises. For 2013, we expect that Banco BTG Pactual’s main capital expenditures will amount
to approximately R$86.1 million, mostly comprised of investmentsin premises (48.7%), technology
infrastructure including data processing systems and communication systems (41.9%) and software (9.3%).

BTG Pactual Participations and BTGI did not have any capital expendituresin 2010, 2011 and 2012 and it
does not expect to make any capital expendituresin the future.

Other Transactions (Notional Off-Balance)

Except for the derivatives, loans contracts to release, co-obligation and bank guarantees that Banco BTG
Pactual providesto its clients for afee and credit assignmentsin which Banco BTG Pactual retains the credit
risk in the ordinary course of its business viaits FIDC, neither BTG Pactual Participations, BTGI nor Banco
BTG Pactual have any other transactions where its notional amount is recorded off-balance sheet. Banco BTG
Pactual’s total notional amount of co-obligations and bank guarantees outstanding was R$7,422.3 million and
of loans to release was R$2,681.3 million as of December 31, 2012.

Risk M anagement

In the ordinary course, Banco BTG Pactual’s and BTGI’s (and, accordingly, BTG Pactual Participations’)
businesses are exposed to various risks inherent to investment banking activities and otherwise. The way
these risks are managed directly affect Banco BTG Pactual’s and BTGI’ activities and operations and,
consequently, results. Some of the most significant risks to which Banco BTG Pactual and BTGI (and,
consequently, BTG Pactual Participations) are exposed are the following:

e market risk;

e credit risk and counterparty risk;
e liquidity risk;

e operational risk;

e reputational risk;

e taxrisk; and

e legal and regulatory risk.

See "Risk Factors—Risks Relating Our Business and Industry.” The manner in which these risks are
identified and managed is essential for BTG Pactual’s profitability. BTGI’s and Banco BTG Pactual’s
management of these risks involves different levels of Banco BTG Pactual’s management team and
encompasses a series of policies and strategies.

Banco BTG Pactual Risk Management

Banco BTG Pactual has several committees responsible for monitoring risk exposures and for general
oversight of itsrisk management process, as described further below. Banco BTG Pactua believes that the
close involvement of its various committees (including their subcommittees) with the ongoing management
and monitoring of its risks helps it foster its culture of rigorous risk control throughout the organization.
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Banco BTG Pactual’s committees consist of senior members of its business units and senior members of its
control departments.

Banco BTG Pactual believesthat the structure of its committees allows them to engage the whole
organization and ensure decisions are readily and effectively implemented. The main committeesinvolved in
risk management activities are (i) Management Committee, which approves policies, sets overall limitsand is
ultimately responsible for the management of BTG Pactual’s 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
its Risk Committee, (iv) Market Risk Committee, which is responsible for monitoring market risk, including
utilization of itsrisk limits, and for approving exceptions to such limits, (v) Operational Risk Committee,
which assesses main operational risksin light of the established policies and regulatory framework, (vi) AML
Compliance Committee, which isresponsible for establishing AML rules, and for reporting potential issues
involving money laundering, (vii) CFO Committee, which is responsible for monitoring its liquidity risk,
including its cash position and balance sheet usage, and for managing its capital structure and (viii) Audit
Committee, which is responsible for the independent verification of the adequacy of its controls, and for
assessing whether its books and records are kept appropriately.

BTGI Risk Management

BTGI risk management is conducted by the asset management unit of BTG Pactual, through Banco BTG
Pactual, which also provides investment advisory services to our proprietary funds and other investments. For
additional information regarding the asset management unit of BTG Pactual, see "Business—Business
Units—Asset Management."

As further described under "—Banco BTG Pactual Risk Management" above, risk management for BTG
Pactual, including its asset management business unit, is facilitated through a variety of separate but
complementary financial, credit, operational, compliance, tax and legal reporting systems. In addition, there
are anumber of committees specifically responsible for asset management risk management, including the
following:

e Fund Management Committee, which eval uates the macroeconomic scenario, analyzes fund
positions and determines fund investment strategy;

e Credit Committee, which (i) establishes policies and procedures to identify, eval uate and control
credit risks, (ii) analyzes the credit fundamentals of variousissuers and other counterparties,
taking into consideration sector and macroeconomic perspectives, (iii) tracks the credit profiles
of issuing companies and other counterparties and (iv) defines credit limits; and

e Pricing Committee, which is an independent teams that conducts valuation of complex
instruments and confirms valuation conducted by other parties.

Market Risk

Banco BTG Pactual is responsible for identifying the market risk of BTG Pactual, which it does by assessing
theimpact of variationsin market risk factors (such as interest rates, exchange rates, underlying prices and
indices) on the value of Banco BTG Pactual’s and BTGI’s (and, accordingly BTG Pactual Participations”)
assets and liabilities. Since most of Banco BTG Pactual’s and BTGI’s assets and liabilities are subject to
market risk, Banco BTG Pactual has developed its own tools to make it possible to carry out real-time
analysis of the exposures on portfolios. These tools enable Banco BTG Pactual to perform analysis of the
impact of different scenarios on the portfolios, taking into consideration severe market movements observed
in distressed marketsin the past, or its projected stress scenarios. These analyses are integral to the risk
management of BTG Pactual. Banco BTG Pactual measures its and BTGI’s (and, accordingly, BTG Pactual
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Participations’) market risk exposure using several methodologies of VaR, Stress Test, sensitivity analysis,
which are consistently applied to all positions in its and BTGI’s inventory, allowing the comprehensive
assessment of market risks across different portfolios. Banco BTG Pactual produces risk reports tailored to
better support the management of risk exposure within each of BTG Pactual’s various business units and to
allow proper senior management awareness of all relevant risk to which Banco BTG Pactual and BTGI are
exposed. Market risk for BTG Pactual is primarily conducted through each of the business units separately.
Banco BTG Pactual (including on BTGI’s behalf) uses a rigorous set of risk limits to manage overall risks
and to control therisk levels for each business unit of BTG Pactual 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 Banco BTG Pactual’s Risk Committee and usage is
tracked and reported on adaily basis.

Market risk exposure can arise as a result of market-making, proprietary trading, underwriting, specialist and
investing activities. Categories of market risk include exposuresto interest rates, equity prices, currency rates
and commodity prices. A description of each market risk category is set forth below:

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 changesin prices and volatilities of individual
equities, equity baskets and equity indices;

e currency rate risks result from exposures to changesin 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.

Banco BTG Pactual Market Risk

The management of market risk is primarily the responsibility of each of BTG Pactual’s business units, as
described above specifically with respect to the asset management business unit. If abusiness 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, Banco BTG Pactual’s organizational structure also includes an area
devoted to market risk control, which reports directly to the management of Banco BTG Pactua and is
independent from other 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 Banco BTG Pactual has devel oped,;

e producing daily reports on risk values for senior management, including the senior management
of each of BTG Pactual’s business units, which it believes provide the necessary support for
proper risk management;

e establishing, controlling and reviewing the risk policiesin effect, including risk limits;
e establishing and reviewing the risk calculation models Banco BTG Pactual uses;

e establishing and reviewing the stress test hypothetical scenarios;
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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 Banco BTG Pactual’s internal system,
as well asthe 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); (i)
inconsistencies between incurred risks and business unit strategies; and (iii) positions that are
not being actively managed.

In order to align the risks incurred by BTG Pactual’s business units with anticipated results, and taking into
consideration its capital base, 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 (i) hypothetical stresstest limits per regional business unit;

e concentration limits, which include exposure limits, such as the concentration of risk factors per
countries, regions and issuers; and

e operationa 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 BTG Pactual’s 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 Banco BTG Pactual’s current capital base, and submits the document for the Market
Risk and Management committees’ approval.

All positions have a stop loss level that is set forth by each business unit and monitored by the market risk
area.

BTGI Market Risk

Market risk management of BTG Pactual Participations’ portfolio is conducted by the asset management unit
of BTG Pactual, through Banco BTG Pactual, which also provides investment advisory serviceto BTG
Pactual Participations’ proprietary funds and other investments. For additional information regarding Banco
BTG Pactual’s market risk controls, see "—Banco BTG Pactual Market Risk."

The Market Risk and Quantitative Research Area (MRQRA) within the asset management unit of BTG
Pactual aimsto provide analysistoolsto BTGI and various other areas within Banco BTG Pactual as well as
to third-parties to assist in its and BTGI’s investment decisions. The design and maintenance of systems and
models enabling data interpretation is acritical component of the proper functioning of any activity operating
within the financial markets. To serve this goal, the MRQRA’s systems and modeling relies on (i) the concept
of the "efficient frontier" based on modern portfolio theory and (ii) risk factor estimates for rates and other
indices. The MRQRA is also responsible for preparing customized risk reports on specific markets, which
include technical knowledge on assets and market behavior that help structure specific operations and detect
market opportunities.
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While BTG Pactual’s asset management unit has its own research team, it also relies on research developed
by other business units as well as by other banks and brokers. Such third-party materials are selected based on
the quality of the content and degree of specialization. A dedicated research team works exclusively on
managing funds and the investment portfolio of BTG Pactual’s asset management business unit.

BTGI believes the distinctive organizational structure of the asset management unit of BTG Pactual assistsin
the efficient management of market risk. Instead of a portfolio of funds or investment portfolio being
delegated to individual managers under the responsibility of a management team (which is generally the case
at other investment management companies), Banco BTG Pactual’s asset management teams are organized
according to areas of market expertise. In this way, each specialized team provides their expertise across all
funds and investment portfolios. Investment strategies are allocated based on their risk profiles and
profitability goals. Banco BTG Pactual’s asset management teams are not allowed to enter into transactions
where the counterparties are also managed by Banco BTG Pactual, thus avoiding structural positions opposed
among funds.

The asset management business unit measures funds’ market risk exposure using several methodologies of
VaR (as described in greater detail under "VaR" below) as well as through the following processes:

o Stress Tedt. Stresstest is performed by Banco BTG Pactual’s market risk area (see "—Banco BTG
Pactual Market Risk" above) in order to estimate the behavior of afund in stress periods using one of
the two models: (i) historical simulation, which identifies the behavior of the portfolio based on
market oscillations in the past; and (ii) by scenarios, which simulates the behavior of the portfolio
assuming a hypothetical oscillation in the market. There are five optimistic stress scenarios and five
pessimistic stress scenarios. The scenarios are created jointly with Banco BTG Pactual risk and
macroeconomic areas.

e Back Test. The back test isregularly performed in order to compare the performance of afund with
its estimated VaR for a specified period. The number of days on which returns are inferior to the
estimated VaR must be verified to ensure such variances are within the reliance level defined by a
fund’s VaR. Cases in which performance exceeds the fund’s estimated amount must also be verified.

e Stop Loss. All positions have stop loss level that is set forth by Banco BTG Pactual’s asset
management team and monitored by the market risk area.

Banco BTG Pactual’s asset management team has autonomy, according to the mandates of the various funds
and allocations defined by the Asset Management Committee, to liquidate all positions within such funds.
Once a fund begins to operate on the market, the activities of fund managers are monitored by an on-line risk
team, who is responsible for verifying that funds are operating within predefined risks limits.

In the event it is detected that a fund is not operating within risk limits (which we call "declassification"),
Banco BTG Pactual’s asset management team and the Asset Management Committee are simultaneously
notified so that the activities causing such contravention are reversed. Following such reversal, afund is
"reclassified.” If amanager refuses to obey any mandate to undertake the necessary activity so that afund
may be "reclassified," the fund administrator has authority to reverse the necessary positions. As of the date of
this Prospectus, circumstances have never required a fund administrator to act in such capacity.

Value at Risk - VaR

VaR isameasure 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 Banco BTG Pactual’s and BTGI’s positions to market risk. Banco BTG Pactual uses 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. BTG Pactual’s
VaR can be measured and reported according to different time horizons, historical look-back windows and
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confidence levels. The accuracy of the risk system istested through daily back-testing procedure that
compares the adherence between VaR estimations and realized profit and loss (PnL).

Banco BTG Pactual and BTGI combined VaR

The following table sets forth Banco BTG Pactual and BTGI combined average daily VaR for the years
indicated:

For theyear ended and as of December 31,

2010 2011 2012
Banco BTG Pactua average daily VaR .........ccocoeieiiininc e, 215 284 60.5
BTG Pactual Participations average daily VaR 16.4 251 47.6
Total combined average daily VaR ..........cocoriiineieie e 43.1 65.6 95.1
Average daily VaR as % of average combined equity(l) ............................... 1.04% 1.24% 1.26%

(1) Unaudited.

The increase of BTG Pactual’s combined total average daily VaR in 2012 is mainly due to the deployment of
capital raised as part of BTG Pactual’s initial public offering. Banco BTG Pactual’s average daily VaR as a
percentage of average equity remained stable in 2012 compared to 2011. BTG Pactual’s flexible business
model provides that average VaR may vary, within certain levels, in the ordinary course of business
dependent upon opportunities presented.

In 2011, the increase of BTG Pactual’s combined total average VVaR was mainly attributable to (i) the
deployment of additional capital and (ii) higher trading volumes from BTG Pactual’s sales and trading unit,
due in part to the launch of Banco BTG Pactual’s energy trading desk in October 2010.

In 2010, BTG Pactual’s total average daily VaR was primarily impacted by the continuing ramp-up of sales
and trading activities, including the acquisition of Banco BTG Pactual’s energy trading desk in October 2010,
and new asset classes.

Credit and Counterparty Risk

Credit risk represents the loss that Banco BTG Pactual or BTGI would incur if a counterparty or an issuer of
securities or other instruments Banco BTG Pactual or BTGI hold fails to perform under its contractual
obligations, or upon a deterioration in the credit quality of third parties whose securities or other instruments,
including over-the-counter derivatives, Banco BTG Pactual and BTGI hold.

Banco BTG Pactual Credit and Counterparty Risk

Banco BTG Pactual’s exposure to credit risk principally arises in the context of trading and investing activity
and financing activities. To reduce these credit exposures, Banco BTG Pactua attempts to manage the risk
exposure by (i) entering into agreements that enable it 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 its 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 Banco BTG Pactual’s credit exposures as of
December 31, 2012 to financial instruments, excluding derivatives and securities under trading activities. The
ratings shown below reflect its internal ratings assessment, consistently applied in accordance with the Central
Bank standard ratings scale:

Rating As of December 31, 2012
(in R$millions)

PSSP PSR RPPROPPI 11,672

A e —— et e e aa—e e —e ettt aaaeeteeatee e teeaaeeaeeeteenaeeereenteennnreenreeans 14,888

168



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

2000000000000 OSSOSO 5,505
000000000000 770
1 00000000000 183
5000000000000 606
e e 12
G rtereeeeee s8R 29
H e eeeeeseseees s e 106
TOUAL oeveeeeveeeee s s 33,770

The table below states Banco BTG Pactual’s main exposures to credit risk, classified by economic activity of
the counterparties as of December 31, 2012:

Gover- Financial us Investment I ndivi-

nment institutionsAgenciesServices funds  duals IndustryEnergy Other® Total

Cash and balances at Central

Bank....cocooovevveieiieeieeieene 4725 551.9 - - - - - - 1,024.4
Financial Assets held for

trading ..o.eeeeeec e 22,366.7 974.3 13,913.8 3,886.7 - - 250.02,938.118,263.2 62,592.7
Financial assets designated at

FVTPL oo, 6,324.1 - - - - - - - 6,324.1
Derivative financial instruments - 7,741.4 - - - 3.3 - 641.3 1,608.0 9,993.9
Open market investments.......... 385.0 - - 2,116.2 13,2258 - - - - 15,726.9
Other loans and receivables....... - - - 49190 -2,512.0 2,301.4 - 5921 10,3245
Amounts receivable from

Banks......cocoevevevieeieeieennes - 1,917.8 - - - - - - - 1,917.8
Held-to-maturity financial

BSSELS ..o 4,100.4 - - - - - - - - 4,100.4
Total o 33648.7 11,1855 13,913.810,921.9 13225825153 2,551.43,579.420,463.2112,004.9

(i) Represents primarily exposure at tradable shares and investment funds quotes. It comprises rura, clearing, real estate
and other counterparties.

BTGI Credit and Counterparty Risk

The credit risk management of BTGI’s portfolio is conducted by the asset management unit of BTG Pactual,
through Banco BTG Pactual, which also provides investment advisory service to BTGI’s proprietary funds
and other investments.

BTG Pactual’s asset management unit analyzes credit risk limits per issuer primarily through its Credit
Committee. The process of credit risk analysis for a particular asset and the establishment of limits mainly
consider counterparty’s ability to pay but also consider reputational consequences and custody capabilities.
Thereisno formal deadline for credit analysis. Creditsin any given portfolio are constantly monitored and
evaluated in light of pertinent news related to an issuer or other counterparty, such as a company’s results and
operating segment as well as macroeconomic conditions, among other factors.

There are three stages in the selection process for credit assets, as described below:

e Firgt, thereisadetailed analysis of the credit bases of the issuers and other counterparties, with
strong emphasis on cash flow (possibility of payment) and capital structure;

e Second, thereisabroad analysis of the qualitative features of the issuer or other counterparty,
with special focus on quality of management, shareholder structure, strategic guidance, market
share, capacity of distribution, value of the brand, among other factors. The approach taken at
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this stage is dictated by the nature of the issuer/counterparty (financial or not) and considers
risks specific to whatever sector of the economy such party operatesin; and

e Finally, astress analysisis performed, whereby the credit analyst tries to foresee the impact of
possible events (regulatory, exchange, etc.) that might impact the credit profile of the issuing
company through the term of the credit instrument.

New credit operations are analyzed individually through studies made by credit analysts in the asset
management unit, taking into account macroeconomic, sector-specific and other factors relevant to a
particular issuer or other counterparty. Such analysis seeks to assess the operational and financial capacity of
the issuing company, as well asits asset structure. After this analysis, the Credit Committee within the asset
management unit meets to define the approval and pricing of a credit asset.

In the event of default (or an imminence of default), each case is analyzed separately, first by Banco BTG
Pactual’s asset management team to understand the reason for such default and, next, by the Credit
Committee to reeval uate the structure of the asset considering the actual condition of the issuing company at
that moment. Banco BTG Pactual’s asset management team, jointly with the Credit Committee, then makes a
decision regarding the appropriate course of action. In general, Banco BTG Pactual will exerciseitsrightsto
impose penalties, including fines and payments of interest, and also may file the defaulting company’s name
with Brazil’s credit risk bodies. A second step would be pursuing legal action in court.

The asset management unit additionally manages credit risk through reliance on alist of approved brokersto
trade on stock exchanges. The asset management team performs rigorous due diligence before using any
broker agency and its results are submitted to the asset management unit’s Approval Committee, which draws
on resources from various areas, including Compliance, Operations, AML, Risk and Credit Bureau of
Operations. The due diligence processinvolves: (i) that each broker agency complete a questionnaire and
submit legal documents; (ii) a survey of news related to the broker agency and its members; and (iii) avisit to
the broker agency by the asset management team. The approval of a broker agency by the asset management
team depends on analysis and knowledge of its activities and controls, appraisal of its ability to execute its
businessin an efficient manner, its operational procedures of settlement and also mitigation of possible risks
to the image of BTG Pactual’s asset management unit. Through the due diligence process, the asset
management team aims to understand a broker agency’s legal responsibilities and requirements, the
experience of its executives and contributors, present and potential operation of the broker agency,
authorization form regulating agencies, control for preventing money laundering crimes, ability to render
services of execution and settlement of operations, research services, among others. Subsequent to the
approval process, the broker agency is periodically evaluated by specific monitoring mechanisms that may
suggest its substitution. The asset management team also distributes transactions among 10 brokers who arein
constant rotation and none of whom should bear more than 25% of the monthly volume.

Thetable below states BTGI’s (and, accordingly, BTG Pactual Participations”) main exposures to credit risk,
classified by economic activity of the counterparties as of December 31, 2012;

Govern- Financial
ments Ingtitutions  US Agencies Companies Individuals Others Total

Assets
Cash on banks...........cccu..... - 78.8 - - - - 78.8
Open market .........cccceoenneee - 11.2 - - - - 11.2
Derivative financid ............ - 510.2 - - - - 510.3
Financial assets held for

trading....ccocoeevveeenenienne 20,165.2 600.8 1,832.3 366.3 - 22,964.6
Financial assets available

forsale ...ooooovevivciieeenns - - - 1,044.9 - - 1,044.¢
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Loans and receivables......... - - - 168.3 550.7 2.8 721.8
Due from brokers................ - 1,238.8 - - - - 1,238.8
Non-current assets held ...... - - - 3385 - - 338.t
Investment in associates ..... - - - 5714 - - 5714
Other assets........ccceeveeivenen. - - - - - 3360 336.C
Total aSSEtS...nnnmoeoeen 20,165.2 2,439.8 1,832.3 2,489.4 550.7 3388 27,816.2

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 Banco BTG Pactual or BTGI 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 BTG Pactual’s sales and trading and principal investments businesses, BTGI and Banco BTG Pactual
actively enter into derivative transactions with clients and counterparties in different marketsin Brazil and
abroad. The use of derivatives facilitates trading activities, as these instruments typically permit the efficient
transference and hedging of risks, afeature that is especially desirable given the dynamism of the marketsin
which BTG Pactual operates.

Derivatives are used in many of the businesses of BTG Pactual, and it believes 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 al of BTG
Pactual’s other non-derivative risk.

As of December 31, 2012, Banco BTG Pactual and BTGI held R$624.9 million and R$191.0 million,
respectively, in collateral against these over-the-counter derivative exposures. This collateral consists
predominantly of cash and government bonds and is usually received by Banco BTG Pactual and BTGl under
agreements entitling Banco BTG Pactual and BTGI to require additional collateral upon specified increasesin
exposure or the occurrence of negative credit events.

In addition to obtaining collateral and seeking netting agreements, BTG Pactual attempts to mitigate default
risk on derivatives by entering into agreements that enable it 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 enforceabl e against the counterparty. BTG Pactua attempts
to minimize these risks by obtaining advice of counsel on the enforceability of agreements as well as on the
authority of counterparties to effect the derivative transaction.

Liquidity and Funding Risk

Liquidity is of critical importance to companiesin the financial services sector. Most failures of financial
institutions have occurred in large part due to insufficient liquidity resulting from adverse circumstances.
Accordingly, BTG Pactual hasin 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.
BTG Pactual’s principal objective is to be able to fund itself and to enable Banco BTG Pactual’s and BTGI’s
core businesses to continue to generate revenues, even under adverse circumstances. For more details, see "'—
Liquidity."
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Reputational Risk

Banco BTG Pactual and BTG Pactual Participations are also subject to reputational risks. For a description of
such risks, see "—Significant Factors Materially Affecting Banco BTG Pactual’s and BTG Pactual
Participations’ 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 failuresin 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.

BTG Pactual manages 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 its people;
the active participation and commitment of senior management in a continuous process of identifying and
mitigating key operational risks across BTG Pactual; and aframework 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 BTG Pactual’s efforts to minimize operational risk
exposure.

Operational Risk Control, a risk management group independent of BTG Pactual’s revenue-producing units,
isresponsible for developing and implementing a formalized framework to identify, measure, monitor, and
report operational risks to support active risk management across BTG Pactual. This framework under which
BTG Pactual operates, which evolves with the changing needs of its businesses and regulatory guidance,
incorporates analysis of internal and external operational risk events, business environment and internal
control factors, and scenario analysis. The framework has the ultimate goal of ensuring that BTG Pactual
always operates under the highest standards of quality in its business processes, protecting its earnings and
reputation, providing regular reporting of its operational risk exposures to BTGI’s and Banco BTG Pactual’s
board of directors, risk committees and senior management.

Our specific operational risk is managed through BTG Pactual’s asset management unit, through Banco BTG
Pactual, which provides investment advisory service to our proprietary funds. The operational risk area of the
asset management unit aims to facilitate the easy identification of potential operational failures and to mitigate
such risks through early detection and prearranged responses. The evaluation of processes, self-certification of
controls and external and internal auditing all assist in identifying possible risks. The asset management unit’s
operational risk team reports directly to Banco BTG Pactual’s Chief Operations Officer and is deeply

involved with all facets of Banco BTG Pactual’s asset management activities, including its daily operations
as well asthe launch of new products and services.

Tax Risk

Tax risk includes the risk of exposure to fines, penalties, judgments, damages and/or settlementsin
connection with regulatory assessment as a result of non-compliance with applicable legal and regulatory
reguirements. See "—Principal Factors Affecting Banco BTG Pactual’s and BTG Pactual Participations’
Financial Condition and Results of Operations—Tax Risk."

Legal and Regulatory Risk

Banco BTG Pactual and BTGI (and, accordingly, BTG Pactual Participations) are subject to significant legal
and regulatory risks. See "Risk Factors—Risk Factors Relating to Our Business and Industry," "Risk
Factors—Risk Factors Relating to Brazil," and "Risk Factors—Risk Factors Relating to the Regulatory
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Environment." Legal and compliance departments are responsible for mapping, controlling and preventing
these risks by supporting all of BTG Pactual’s business units and administrative areas. BTG Pactual’s legal
department has 30 professionals divided into groups specialized in investment banking, asset management,
principal investments and trading, wealth management, litigation and corporate affairs. BTG Pactual’s
compliance department has 52 professionals who are responsible for the development and maintenance of its
internal controls regarding regulatory matters such as anti-money laundering, information barriers and
securities trading restrictions. The most important risks that BTG Pactual may potentially face are managed
with the involvement of two or more members of the Senior Management Team. Our specific legal and
regulatory risks are managed by compliance and legal personnel devoted to BTG Pactual’s asset management
and principal investments units.
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Industry

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. See "Management’s Discussion and Analysis of Financial Condition and Results of

Operations—Macroeconomic Environment."

The table below sets forth selected key industry indicators for the periods indicated:

General economic activity
Worldwide gross domestic

product(l .................................
Brazil gross domestic product(z)

Advisory activities/financing

Worldwide equity issued®............
Worldwide debt issued®.............

Worldwide mergers and

acquisitions(4) ..........................

Worldwide AUM (US$ trillion)®
World equity markets
NY SE Euronext (U.S.) equity

market capitalizati on®..........
Brazilian market capitalization(e) .
IBOVESPA Index (in points)m....

Dow Jones Industrial Average (in

poi nts)m ..................................
S&P 500 (in poi nts)(7) ...................

BM&FBOVESPA average daily

volume® ..o,

Brazilian economic data

CDIrat€® oo,
SELIC rat€® ..o,
Inflation (IPCA)™ .ovooveeen.

Sources:

(1) World Bank

(2) IBGE

(3) Dealogic Analytics
(4) Thomson Financial

Key Industry Indicators

For the year ended December 31, CAGR

2008-

2008 2009 2010 2011 2012 2012

(Volumein US$ billions, unless otherwise indicated)

61,213.2 57,875.5 63,134.7 69,971.5 - n.a
1,650.2 1,624.9 2,142.9 2,4745 - n.a
635.2 907.7 896.3 629.5 661.8 1.0%
2,376.2 3,680.4 3,073.8 3,081.8 3,903.9 13.2%
2,868.3 2,009.8 2,395.6 2,578.7 2,579.5 (2.6)%
64.2 725 78.7 79.8 85.2 7.3%
9,208.9 11,837.8 13,394.1 11,795.6 14,085.9 11.2%
592.0 1,337.2 1,545.6 1,228.9 1,227.4 20.0%
37,550.3 68,588.4 69,304.8  56,754.1 60,952.1 12.9%
8,776.4 10,428.1 11,5775 12,217.6 12,720.5 9.7%
903.3 1,115.1 1,257.6 1,257.6 13154 9.9%
3.0 27 3.7 39 3.7 5.4%
12.3% 9.8% 9.7% 11.6% 8.4% (9-2%
13.8% 8.8% 10.8% 11.0% 7.25% (14.8)%
5.9% 4.3% 5.9% 6.5% 5.8% (0.3)%

(5) International Financial Services London (2012 forecast)
(6) World Federation of Exchanges

(7) Bloomberg
(8) BM&FBOVESPA

(9) The Interbank Deposit Certificate (Certificado de Depésito Interbancario), or CDI, is the average daily interbank
deposit rate in Brazil (at the end of each month and annually), as reported by OTC Clearing House (Balcdo

Organizado de Ativos e Derivativos), or CETIP.

(10) The benchmark interest rate payable to holders of some securities issued by the Brazilian government and traded on
the SELIC, asreported by the Central Bank.

(11) IBGE
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Investment Banking

The investment banking industry in Brazil isintensely competitive and comprised of Brazilian and
international banks, financial institutions and advisory boutiques. These entities provide a wide range of
services, including underwriting and placement servicesin capital raising transactions through public and
private equity markets, M& A and advisory services, aswell as other financial and structured products and
services for corporations, financial institutions, investment funds, governments and individuals.

The capital markets segment for larger transactions is dominated by the top five financial institutions—mainly
large banks. However, recently local wholesale banks have increased their position in this market. The M& A
and advisory market is slightly less concentrated, primarily because this market also comprises smaller M& A
investment boutiques and includes significant variation with respect to transaction size.

Equity Capital Markets

Over the last several years, equity capital marketsin Brazil have shown heightened activity due to favorable
market conditions. The attractiveness of BM&FBOVESPA isreflected by the number of companies that have
become publicly traded on the "Novo Mercado" and at corporate governance "Level 1" and "Level 2" in
recent years. As of December 31, 2012 there were 178 companies listed on BM& FBOVESPA at corporate
governance "Novo Mercado" "Level 1" and "Level 2," an increase of 278.7% compared to 47 companies that
were listed in December 2004.

The graph below shows the number and listing segment of companies publicly traded on BM& FBOVESPA
as of the datesindicated:

Dec-04 Dec-05 Dec-06 Dec-07 Dec-08 Dec-09 Dec-10 Dec-11 Dec-12

H"Novo Mercado" M Level2 Level 1 Total

Source: BM&FBOVESPA

The fees payable to financial institutions underwriting equity capital market transactions are typically a
percentage of the transaction's value, generally paid only when the transaction settles. The feeistypically
comprised of abase fee and an incentive fee, which are determined upon the completion of the transaction at
the discretion of the company and/or shareholders.

The underwriters in equity offerings are typically investment banks, large commercial or retail banks with
investment banking divisions and other advisory boutiques firms.

The table below shows the ranking of the most active banks in the Brazilian equity capital markets from 2004
until December 31, 2012:
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Ranking: Volume

Ranking: number of (inR$ Number of
Bank volume offerings millions) offerings
Banco BTG Pactua S.A. 2 1 49,758 126
Banco de Investimentos Credit Suisse (Brasil) S.A. 3 2 45,438 109
Banco Itall BBA SA. 1 3 53,988 109
Banco Santander (Brasil) SA. 4 4 30,025 44
Banco Merrill Lynch de Investimentos S.A. 6 4 24,085 44
Banco Bradesco BBI SA. 5 6 26,436 40
Banco JP Morgan S.A. 9 7 12,441 31
Banco Morgan Stanley S.A. 8 8 22,048 26
Banco Citibank S.A. 7 9 22,095 23
Banco do Brasil Banco de Investimento S.A. 10 10 9,028 19

Source: ANBIMA

In 2008, despite worsening market conditions and the onset of the global economic and financial crisis, there
were 13 equity offerings in Brazil, raising R$34.8 hillion in capital. In 2009, there were 24 equity offerings,
raising R$47.1 billion in capital, and, in 2010, the number of equity offerings remained relatively stable, with
atota of 25 equity offerings, raising R$152.2 hillion. This considerable increase in the capital raising in 2010
was mainly due to a Petrobras follow-on equity offering in the amount of R$120.2 billion. During the first
half of 2011, markets were generally receptive to equity offerings; however, during the second half of 2011,
the unstable and uncertain global economic environment, which was reflected to some degree by concerns
with fiscal imbalances in Europe, ultimately impacted the equity capital marketsin Brazil. From July 2011
until the end of 2011, equity offeringsin Brazil generally ceased, with only two follow-on offerings occurring
in October 2011. As aresult, there were atotal of 25 equity offeringsin Brazil in 2011, raising R$19.2 billion
in capital. During 2012, there were atotal of 13 equity offeringsin Braxzil, raising R$14.3 hillion, with activity
being concentrated during the second and fourth quarters of the year. Activity has been increasing since year
end 2012 and equity capital markets are demonstrating a positive trend in the beginning of 2013. According to
the CVM, for the entire period between 2008 and 2012, there was atotal of R$202.1 hillion raised in equity
offeringsin Brazil, of which R$56.3 billion were |POs and R$211.2 hillion were follow-on offerings.

The graph below presents the number and volume (in R$ billions) of offerings for the periods indicated:

1522
76
42 755
471 2
» 5 25
15 312 348 L=
N 24 19.2 13
2004 2005 2006 2007 2008 2009 2010 2011 2012
= Deal Volume (R$ billion) Nurrber of Transactions (#)
Source: CVM
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Companies access capital markets for several reasons, including strengthening their balance sheets, funding
their growth strategies and optimizing their capital structure. To accomplish any of these objectives, a
company often participatesin a primary equity offering. Additionally, a shareholder or group of shareholders
may request or require a company to sell equity stakes in the company for a variety of reasons, in which case
the company would carry out a secondary offering. For example, many private equity funds use secondary
offerings as an exit strategy to divest their initial investmentsin a company. Secondary offerings may
positively impact the asset and wealth management industry to the extent to which selling shareholders
become potential new clients.

The graph below shows the breakdown between primary and secondary offerings for the periods indicated:

1522
6.8
1454
471
348
) 17.1
192 143
330 300 4.9
2004 2005 2006 2007 2008 2009 2010 2011 2012
m Primery (RS bilion) = Secondary (RS billion) Total (R$ billion)

In terms of volume (in R$ billions), primary offerings represented 94.9% of the total offeringsin 2008, 63.6%
in 2009, 95.5% in 2010, 74.7% in 2011 and 84.2% in 2012. This breakdown shows that companies accessed
the equity capital markets mostly to raise new capital between 2008 and 2012.

Debt Capital Markets

Debt capital markets have also shown positive growth in the last several years. In order to reach an optimal
capital structure and finance business activities, many companies also issue debt in public offerings.

In 2008, there was atotal of 82 debt offeringsin Brazil in an aggregate amount of R$32.6 hillion according to
ANBIMA, as compared to 358 debt offerings in an aggregate amount of R$109.1 hillion in 2012, representing
a CAGR of 35.3% in the aggregate reais amount of offerings for such period. Between 2008 and 2012, there
was atotal of 1,208 debt offerings by Brazilian companiesin Brazil in an aggregate amount of R$351.4
billion.
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The graph below shows the number and volume (in R$ billions) of debt offeringsin Brazil consummated by
Brazilian companies for the periods indicated:

1091
86.3
754
242
481
209 06 170
194 17. 8 .
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. Total Volurme (R$ billion) Nurrber of Transactions (#)

Source: ANBIMA
M&A and Advisory

The M&A and advisory segment consists of a broad range of services with respect to mergers and
acquisitions, divestitures, restructurings, spin-offs and reorganizations. M&A and advisory services are
typically rendered by investment banks, boutique advisory firms, financial advisory firms, law firms and other
financial ingtitutions.

M& A advisory services generally generate the majority of revenues within the advisory services segment.
More recently, the volume of M& A transactions has decreased from its peak in 2007 to US$2,868.3 hillion in
2008, US$2,009.8 hillion in 2009, US$2,395.6 billion in 2010, US$2,578.7 billion in 2011 and US$2,579.5
billion in 2012. This decrease in volume coincided with the onset of the 2008 global economic and financial
crisis. In that uncertain economic environment, many companies faced challenges with respect to revenues,
profitability and cash balance, thus causing, in some cases, changes to companies' strategic planning and
positioning for the medium-term. As aresult, transactions were postponed or even terminated. In 2011, the
effects of the European debt crisis continued to pose challenges for companies and their operations, which
have impacted their investment and M& A decisions. Recent challenges in Europe due to the Greece debt
crisis and Spanish banking crisis commencing in the beginning of 2012 negatively impacted M& A activity
during 2012.
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The graph below shows the number and total deal volume (in US$ billions) of announced global M&A
transactions for the periodsindicated:

46,674

44,151

3,612.8

25787

2004 2005 2006 2007 2008 2009 2010 2011 2012

mm \/olume (US$ billion) e Nurmber of Transactions (#)

Source: Thomson Financial

Despite the recent global M& A environment, the Brazilian M& A market has generally remained strong. In
2012, total deal volume (in USS billions) of announced M&A transactions in Brazil was US$69.7 billion, in a
total of 901 transactions. Because M& A transactions can take several monthsto close, M& A activity reached
US$98.6 hillion in 2008, mostly stemming from activity from prior years. During 2009 and 2010, the
Brazilian economy underwent a strong consolidation phase, where more capitalized companies had the
opportunity to pursue strategic acquisitionsin order to leverage their businesses, gain market share and pursue
complimentary business lines. In 2009, due to the effects of the global economic and financial crisis, M&A
activity in Brazil totaled US$68.6 billion. As economic conditions improved in 2010, with higher growth
rates, increased domestic consumption levels and a favorable international environment, the Brazilian M& A
market reached its five-year peak, with atotal transaction volume of US$122.6 billion. Buoyed by market
confidence, M&A activity in Brazil remained strong during the first half of 2011, however, activity slowed
during the second half of 2011 due to the impact of the European debt crisis. Although the European debt
crisis deepened during the end of 2011 and the beginning of 2012, Brazilian M& A activity remained
relatively strong during 2012 due to confidence in the Brazilian macroeconomic environment. The graph
below shows the number and total deal volume (in US$ billions) of announced M&A transactionsin Brazil
for the periods indicated:
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Salesand Trading

Sales and trading is alarge and diversified industry segment consisting of a variety of customer-driven
market-making and trading activities. The primary products of sales and trading include market-making,
brokerage and clearing services, and derivatives, interest rate, foreign exchange, equities, energy and
commodities transactions for hedging and trading purposes. Sales and trading includes both FICC (fixed
income, currency and commodities) and equity sales and trading activities.

In Brazil, equities, futures and certain other derivatives are primarily traded on BM&FBOVESPA, while fixed
income, foreign exchange and credit-linked derivatives, as well as fixed income securities and government
bonds, are primarily traded on the OTC market. In the international markets, we trade most of the derivatives
and debt instruments on the OTC market, while equities in the form of American Depositary Receipts, or
ADRs, are traded on the NY SE.

The liquidity of the instruments that we trade is critical in attracting and retaining customers. The liquidity of
an instrument (i.e., the ease and speed with which it can be acquired or sold with the least impact on price)
depends on many factors, including the number of participants and intermediaries trading in an instrument
and the availability of reliable reference prices. Liquid markets are characterized by efficiency in the
execution of trades and large trading volumes. Illiquid markets are characterized by having few participants,
low levels of transparency in price discovery and low trading volumes. The volume of contracts traded on an
exchange is widely recognized as a liquidity indicator, asis the volume of public securities traded in the
interbank market.

Derivatives Trading

Exchange-traded derivatives markets trade standardized derivatives contracts on an organized trading floor
and/or electronic trading system and facilitate price discovery in relation to supply and demand. OTC
derivatives markets trade customized derivatives contracts and, unlike exchange-traded markets, facilitate
direct trading between parties in awide range of contracts with specific characteristicsin terms of size,
underlying assets, maturity and settlement criteria. The main contracts traded on the OTC market are
forwards, swaps and options. The main derivatives instruments are futures, options and swaps linked to
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agricultural commodities (including physical delivery commodities such as metals and energy products),
interest rates, equity indices, price indices, foreign currencies and other assets or securities.

These instruments, which are used in nearly every sector of the world economy, enable risk management and
the ability to execute different investment strategies. Interaction between participants (those seeking to
mitigate and manage risks and those assuming risks with the expectation of making a profit) contribute to the
creation of active, liquid and competitive markets.

According to the Futures Industry Association, for the year ended December 31, 2012, the largest exchangein
terms of number of futures and derivatives contracts traded was the CME Group, with approximately 1.56
billion contracts. According to thisranking, BM&FBOVESPA was the sixth largest derivatives exchangein
the world with approximately 866 million contracts.

The table below shows the top ten derivatives exchangesin the world in terms of the number of derivatives
contracts traded according to data published by the Futures Industry Association for the periods indicated:

Number of Contracts

Jan-June Change
Rank Exchange Jan-Jun 2011 2012 (%)
1 CME Group (includes CBOT and NYMEX).......cccoerevrerernerennene 1,707,753,108  1,555,139,920 (8.9)%
2 KOr€aEXChaNGE......ccoeivreeeeieieieiee e 2,123,575,352  1,393,952,642 (34.4)%
3 Eurex (iNClUdES ISE).......cieeieireeiereers e 1,420,888,471 1,262,493,530 (11.1)%
4 NYSE Euronext (includes dl E.U. and U.S. Markets).............. 1,168,876,566  1,025,021,760 (12.3)%
5 Nationa Stock Exchange of India..........c.cccvvveveiviiie e, 1,047,731,045 971,832,759 (7.2)%
6 BMEFBOVESPA ...ttt 733,931,021 865,563,928 17.9%
7 CBOE Group (includes CFE and C2) .........ccoeevruereriecrenennnene 595,206,770 605,315,992 1.7%
8 NASDAQ OMX Group (includes U.S. and Nordic Markets)... 653,287,503 567,972,994 (13.1)%
9 Russia Trading Systems Stock Exchange ..........ccoceeveeveieenne. 443,900,690 506,115,520 14.0%
10 Multi Commodity Exchange of India (includes MCX SX) ...... 567,633,623 489,311,649 (13.8)%

Source: Futures Industry Association

The exchange-traded derivatives market has recently experienced strategic changes driven by the following
factors:

e market participants have become increasingly demanding and have replaced passive investment
strategies with active ones, putting pressure on the financial services segment to use sophisticated
risk management techniques. In particular, financial institutions and international hedge funds have
committed increasing amounts of capital to futures and options trading;

e deregulation and market liberalization in the financial services segmentsin the United States,
Europe and Asia have expanded customer access to products and markets, lowering regulatory
barriers to the introduction of innovative products and encouraging consolidation in the sector; and

e technological advances have contributed to the decentralization of exchanges and the introduction
of alternative trading systems. By using electronic trading platforms, market participants
worldwide can trade certain products virtually 24 hours a day and, in some cases, without the use
of intermediaries.

According to BM&FBOVESPA, the average daily traded volume of futures and options contracts has grown
from 1,740.3 thousand contracts in 2008 to 2,898.7 thousand contracts in 2012, which represents a CAGR of
10.7% for such period.
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The tables below show the average daily traded volume of the securities listed below on BM&FBOVESPA
for the periods indicated:

For theyear ended December 31, CAGR

2008 2009 2010 2011 2012 2008-2012
Interest rates in Brazilian reais....... 788.7 843.5 1,683.6 1,797.2 1,925.7 25.0%
Foreign exchange rates................... 534.9 447.1 54.6 4955 493.9 (2.00%
Stock INAICES......eeveveeieceeieeee 87.6 80.0 894 123.3 1431 13.0%
Interest ratesin U.S. dollars........... 94.3 78.3 89.7 145.2 149.8 12.3%
Commodities.........ccoceeveereeiiennnnnnnn 14.9 10.2 129 13.2 11.2 (6.9)%
Web trading........cccoeeeeivnienieieinens 40.5 52.6 75.6 114.4 165.7 42.3%
OTC CONtractS.....ccceeveeirereenieeannnnen 124 9.3 129 11.7 9.2 (7.3)%
LI L R 1,573.3 1,521.0 2,504.7 2,700.6 2,898.7 16.5%

Source: BM& FBovespa
Stock Exchanges

Stock exchanges are organized and centralized markets, which facilitate the trading and price formation of
securities issued by companies, funds and other vehicles for the purpose of raising capital. For most stock
exchanges, depositary, clearing and settlement services are rendered by independent organizations, although
some stock exchanges, including BM&FBOVESPA, have adopted a vertical structure, integrating all of these
activitiesinto asingle medium. BM&FBOVESPA isby far the largest stock exchange in Latin Americain
terms of total domestic market capitalization.

The graph below shows the market capitalization (in US$ billions) of the largest stock exchangesin Latin
Americaas of December 31, 2012:
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Source: World Federation of Exchanges
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The table below sets forth information on the value traded in the securities markets for the periods indicated:

For theyear ended December 31, CAGR
2008-
Total Financial Trading Value 2008 2009 2010 2011 2012 2012

(R$ millions, except per centages)

BM & FBOVESPA segment stocks and equity

AENiVatIVES.. ... e 1,3745 13002 16023 16162 17822 6.7%
Cash Market .......cccevveeieicececece e 12854 12162 14898 15180 1,687.9 7.0%
Forward market ...........cooevevveinineneice e 44.3 237 36.4 294 254  (12.9%
OptioNS MArkeL.........ccvrerieieeeeereee e 449 60.3 76.1 68.8 68.9 11.3%
Fixed income and Others..........ccceveeeevnseeceiesenens 13 0.4 0.4 0.3 15 2.9%
BM&FBOVESPA total ......ccccccoeeevveieeeecreeceeenee 13758 13006 16027 16164 1,7837 6.7%

Source: BM&FBOVESPA

The average daily traded value of the securities listed below increased over the past five years as shown in the
following charts:

For theyear ended December 31, CAGR
2008-
Average Daily Traded Value 2008 2009 2010 2011 2012 2012

(R$ millions, except per centages)

BM & FBOVESPA segment stocks and equity

O TVALIVES. ..o eeeee e seseenn 55203 52852 64869 64906 7,244.8 7.0%
(&S LR 11= 1 TN 51623 49437 60316 6,09.3 6,861.3 7.4%
FOPWArd MArket .........eooveeereeeeeeeeseeeeeeeeeeeeseseeeesen 177.8 96.5 147.4 1180 1034  -12.7%
OPLIONS MAKEL ... 180.2 245.0 307.9 2763 2801  11.7%
Fixed income and Others..........occcveeeeeeieieecvee e 5.2 1.6 1.8 11 6.0 3.2%
BM & FBOVESPA tOLal .....eeeeeereeeeeeeeseeeeeesceserene 55255 52868 648386 64916 7,250.7 7.0%

Source: BM&FBOVESPA
Brazilian Lending Operations

The Brazilian banking industry underwent important structural changesin the last two decades, from an
environment of high inflation during the 1980s and the beginning of the 1990s, to an environment marked by
low rates of inflation and greater macroeconomic and monetary stability beginning in 1994, when the Real
Plan was introduced. Because of the macroeconomic stability resulting from the implementation of the Real
Plan, there has been a steady growth in demand for credit in Brazil. In addition, Brazilian banks have recently
diversified the types of financial products offered to their clients.

Access to banking services facilitates participation in the economy, fosters the formalization of transactions,
spreads access to credit for consumption, investments, payment services, collection services and insurance
and reduces loan-sharking. In order to broaden access to banking services, the Brazilian government has
implemented measures to promote credit and reduce bank spreads, including the creation of clearer rulesfor
payroll loans, new credit instruments such as bank credit bills (cédulas de crédito bancario) and incentives to
offer credit to small companies, among others.

As of December 31, 2012, according to the Central Bank, total credit operations reached R$2,359.6 hillion, of
which R$1,251.7 billion were corporate loans and R$1,108.0 billion were loans to individuals. Between 2004
and 2012, corporate loans and loans to individuals had a CAGR of 19.8% and 23.6%, respectively. As of
December 31, 2012, according to Central Bank preliminary data, total credit operations comprised
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approximately 53.5% of Brazil's GDP, with loans to individuals representing 25.1% and corporate loans
representing 28.4%.

The graphs below reflect the evolution of total credit operationsin Brazil and total credit operationsas a
percentage of Brazil's GDP for the periods indicated:
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Source: Central Bank

According to Central Bank data, corporate interest rates have remained relatively stable since 2004, while
individual interest rates have declined over the course of the same period despite the recent upturn since
December 2010. As of December 31, 2012, annual corporate interest rates were approximately 20.6%, and
annual individual interest rates were approximately 34.6%, resulting in an average rate of 28.1% for total
credit outstanding. Since the 2008 global financial and economic crisis, there has been an increase in
corporate loan spreads, while individual 1oan spreads have decreased significantly since the end of 2010 due
to macroeconomic measures implemented in 2009 to strengthen economic growth. In 2011, the prospect of
high inflation raised concerns about consumption and credit availability, which led the Brazilian government
to impose certain barriers, limiting the credit extended to individual s (including, higher compul sory
reguirements for banks for payroll loans and vehicle financing of longer terms, among others), which, in turn,

184



INDUSTRY OVERVIEW

impacted their spreads. Recent measures taken by state-owned banks in order to reduce spreads, however,
lowered interest rates and spreads as shown in the graphs below. The largest impact was on individua |oans,
for which interest rates decreased 8.0% from December 2011 to December 2012, resulting in the lowest
spreads since January 2004. During the same period, interest rates for corporate |oans decreased 5.6%.

The graphs below illustrate the monthly average interest rates and the monthly average spreads for the periods
indicated:

Monthly Average Interest Rates (% p.a.)
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Corporate Lending

Our corporate lending operations are carried out mainly in Brazil. The legacy of high inflation and the lack of
availability of long-term credit for Brazilian companies have resulted in relatively low levels of corporate
leverage. However, according to the Central Bank, the volume of corporate credit (including regulated funds)
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has increased significantly in recent years, from R$699.3 billion in December 2008 to R$1,291.1 billion in
December 2012, representing a CAGR of 16.6% between such dates.

The graph below reflects the evolution of corporate loans in Brazil for the periods indicated:
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The Brazilian government and BNDES maintain a significant role with respect to the Brazilian financial
system. As of December 31, 2012, the Brazilian financial system had a total of R$968.2 billion of earmarked
lending, comprising 40.9% of total lending. Earmarked lending refersto BNDES lending and lending required
by the Brazilian government to designated sectors of the economy, including agriculture and housing.
Corporate loans comprise the majority of earmarked loans, representing 60.4% of total earmarked lending as
of December 31, 2012. However, due to the strong growth of credit in Brazil led by profitable, scalable and
healthy financial institutions, the percentage of earmarked lending relative to total lending has stabilized in
recent years, mainly in individual loans.

The graph below reflects the evolution of corporate loans in Brazil divided between earmarked and non-
earmarked sources for the periods indicated:
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There are many credit products available to corporationsin Brazil. We believe the key credit products
available to corporations are revolving credit lines, working capital loans, "compror" and "vendor" loans and
note discounting, each of which is described below.

Revolving credit line. A revolving credit line is a short-term revolving line of credit available to companies,
which provides immediate liquidity. In general, the interest rate is calculated daily based on the outstanding
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balance plus atax on financial transactions, payable on the first business day of the month following the
transaction.

Working capital loan. Working capital loans consist of advances of funds to meet borrowers’ working capital
needs. In general, the repayment period is 180 days from the date of disbursement of the working capital loan.

Compror loan. The compror loan, or a payables financing loan, provides a borrower financing for the
acquisition of a product or service. Thisloan allows a buyer to extend the repayment period of a purchase
without involving the seller because the buyer is the obligor of the loan.

Vendor loan. A vendor loan, or areceivables financing loan, allows a company to sell its products on credit
while receiving payment in cash. The main advantage of this type of financing is that the saleis not financed
directly by the company selling the product and as a result, the calculation base for the collection of tax and
sales commissionsis smaller.

Note discounting. In a note discounting transaction, afinancial institution will provide advances on amounts
relating to certain instruments, including trade acceptance bills, promissory notes, credit card sale receipts or
postdated checks aimed at anticipating the cash flow of the borrower. The borrower guarantees the non-
payment of the notes.

The graph set forth below reflects the breakdown of credit products to corporations in Brazil for the periods
indicated:

Corporate Credit Breakdown by Category
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Lending to Individuals - Commercial Banking

In Brazil, financing for individuals has significantly grown in recent years, mainly due to greater economic
stability, higher economic growth rates and improvementsin income distribution and poverty levels.

According to the Central Bank, the balance of total consumer credit increased, on average, by a CAGR of
23.1% between December 31, 2004 and December 31, 2012, reaching R$1,075.6 billion as of December 31,
2012, or 45.4% of all credit in Brazil.
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The Brazilian government and BNDES have played a significant role with respect to financing to individuals
in Brazil, mainly through extending credit to small agribusiness producers and providing financing for
housing. As of December 31, 2012, credit extended to individuals totaled R$1,075.6 billion, of which
R$383.1 hillion was composed of earmarked lending, or 35.6% of the total. However, as the Brazilian
banking system continues to develop and financial institutions seek to diversify their portfolio of products, the
share of earmarked lending is expected to decrease, which is consistent with recent trends.

The key credit products used by individuals are personal loans, vehicle financing, payroll deductible loans,
credit card financing and overdraft facilities. The graph set forth below reflects the breakdown of credit
extended to individuals in Brazil for the periods indicated:

Individuals Credit Breakdown by Category
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Personal Loans

Personal loans bear relatively high interest rates, which are intended to off-set relatively high rates of default.
Thistype of loan is frequently used by consumers who have limited credit availability. Borrowers are not
required to provide collateral and there are no specifications on the way in which the proceeds must be used.
Major retail banks offer personal loansto their customer base through their network of branches, while the
small- and medium-size banks, focused on a certain niche, operate through small offices in Brazil’s major
cities.

Vehicle Financing

The vehicle financing market is primarily dominated by large retail banks, which have gradually replaced the
lending role formerly held by institutions affiliated with automakers. Interest rates for vehicle financing are
extremely competitive. The smaller institutions that serve this market focus, in most cases, on the used vehicle
segment. Default rates are relatively low and the loans are secured by the financed vehicle, which can be
repossessed and sold if the borrower defaults.
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Payroll Deductible Loans

Payroll deduction loans increased with the demand for alternative sources of credit. Historically, traditional
credit facilities have been expensive for consumers for different reasons, including competition within the
banking industry, the legal and institutional structure of the industry and the nature of underlying credit risks.

Payroll deduction loans have been the fastest growing form of consumer financing over the last few years.
Payroll deduction loans are made available to a segment of the Brazilian population without accessto a
regular bank account or traditional banking distribution channels.

Credit Card Financing

Credit card lending is dominated by large retail banks that operate under their own bannersin association with
international banners like MasterCard and Visa. Interest rates on credit card financing are generally high,
mainly due to high default rates for this type of credit.

Overdraft Facilities

Overdraft protection, or the guaranteed personal check, is usually offered by institutions that accept demand
deposits. In general, these are the major retail banks, including large foreign conglomerates. We believe that
consumers use this line of credit as alast resort, because interest rates are relatively higher than other forms of
credit afforded to individuals.

Installment payment credit offered by retail store chainsinvolves the financing of consumer goods, including
durable goods such as building materials and home appliances, as well as non-durable goods such as apparel
and groceries. Theinstallment credit market is the most fragmented of all segments of consumer credit in
Brazil. Major retail chains have traditionally financed their customers’ purchases, but recently some
agreements have been entered into between retail chains and banks that are interested in taking over those
credit operations.

Insurance

We also offer insurance products. Over the past several years, Latin America has experienced strong
insurance premium growth, mostly due to better economic conditions, lower inflation, improvementsin
insurance supervision, greater product innovation and the use of multiple distribution channels, in particular
the successful leveraging of bancassurance, referring to the selling of insurance through a bank's established
distribution channels.

Despite strong growth, Latin America remains under-penetrated as measured by premiums as a percentage of
GDP and premiums per capita, with insurance penetration rates for Latin America and the Caribbean at 2.6%,
below the world average of 6.9%, according to Swiss Re.

The Brazilian insurance market has experienced substantial growth over recent years. During the five-year
period ended December 31, 2012, net earned premiums in the Brazilian insurance industry have increased at
an annual rate of 15.1% (excluding premiums from health and VGBL plans, a product popular in the Brazilian
private pension product), according to the data from SUSEP. During 2012, net earned premiums grew by
11.4% (excluding health and VGBL premiums) compared to 2011, according to SUSEP.

The graphs below show the evolution of net earned premiums in Brazil and the breakdown of net earned
premiums, excluding health and VGBL premiums, for the period indicated:
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Net Earned Insurance Premiumsin Brazil (R$ billion) ®
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Although the main driver of growth in the Brazilian insurance industry is generally believed to be the stronger
pace of domestic consumption, additional contributing factors include:

e increased macro stability;
e relevant reforms such asthe introduction of the Real Plan;
e increased purchasing power and volume of credit offered;
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e increased employment in the formal sector;

e increased numbers of vehicles; and

e increased penetration of insurance products.
The Brazilian insurance sector consists of life and non-life products. The life segment includes coverage for
property and individuals, and the non-life segment mainly includes auto, homeowner and property and
casualty insurance, among others.

The Brazilian insurance market can be broadly divided into two groups: (i) independent insurers, such as
SulAmérica and Grupo Icatu, and (ii) insurance companies that are associated with Brazil's largest banking
institutions, such as Bradesco, Itall Unibanco and Banco do Brasil. Bancassurance distribution channels are
well developed in Brazil, especially within the pension products market.

We believe that consumer demand for personal insurance lines will remain strong in the near future due to
changes in spending habits, increased economic activity and the continued expansion of credit supply.

Furthermore, we expect that a strong labor market will lead to arise in real wages will help boost the country
to higher purchasing power levels resulting in sustained growth in the insurance industry.

Asset M anagement

Asset management generally involves the professional management of investments (e.g., equity, debt,
derivatives and other securities) by third party managers on behalf of investors to meet their specific
investment goals. Investors may be corporations, institutions, governments and individual s, who invest in
various funds. Wealth management, as discussed below, is amore specialized and discretionary type of asset
management provided to private investors, who are usually high net worth individuals.

Traditional asset management generally involves managing and trading portfolios of equity, fixed income
and/or derivative securities. Asset management typically generates management fees as a percentage of the
AUM and performance fees depending on the type of fund being managed. The investment objectives of a
fund can vary between total return funds, capital appreciation, current income, and replicating the
performance of a specific index, among other types.

Alternative asset management utilizes a wide range of investment strategies to achieve returns within certain
predefined risk parameters and investment guidelines. In general, these investments tend to have alower
correlation with the general market than do traditional asset management strategies. Examples of these funds
include private equity funds, real estate funds, venture capital funds, hedge funds and fund of funds, among
other types.

The asset management industry has experienced significant growth both globally and in Brazil since 2000.
However, following five consecutive years of growth during which AUM more than doubled, there was a
worldwide decline of AUM in 2008, primarily as aresult of weakened equity markets, poor investment
performances, reduced inflows of new funds and increased investor redemptions. The strengthening of the
U.S. dollar during 2008 also exacerbated this decline. Despite the losses incurred on some investments, the
global fund management industry was much less affected by the global financial and economic crisis than the
banking sector. Following recovery in the equity markets, global AUM increased in 2009, partially as a result
of the depreciation of the U.S. dollar against a number of currenciesin 2009.

As equity markets continued to recover and with an inflow of new funds, global AUM continued to grow in
2010. According to the most recent report issued by the International Financial Services, London, there were
approximately US$79.3 trillion of global AUM in 2010, which represents an increase of 9.5% and 23.5%
compared to 2009 and 2008, respectively. Of thistotal, pension assets accounted for approximately US$29.9
trillion, mutual funds accounted for US$24.7 trillion and insurance funds accounted for US$24.6 trillion.
Together with alternative assets (e.g., sovereign wealth funds, hedge funds, private equity funds and
exchange-traded funds) and funds of wealthy individuals, the assets of the global fund management industry
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totaled approximately US$117.0 trillion at the end of 2010, which represented an increase of 10% from 20009.
The United States continued to be the largest source of AUM in 2010, accounting for nearly a half of
traditional AUM, or US$36.0 trillion, while the United Kingdom was the second largest source of AUM and
the largest in Europe with around 8% of the global total of AUM. Japan and France followed as the third and
fourth largest source of AUM, with 7.5% and 6.0%, respectively of the global AUM.

Conventional AUM for the global fund management industry increased slightly in 2011 to arecord US$79.8
trillion. The 1.2% increase in global conventional AUM in 2011 represented a slowdown from the strong rate
of growth seen in the two previous years, and was largely due to the decline in equity marketsin the latter part
of the year and sovereign debt crisisin Europe. The recovery in equity markets since then has contributed to
theincreasein global conventional AUM in 2012. Emerging economies have seen stronger growth since the
start of the economic slowdown, atrend which islikely to persist in the coming years. On the whole, the fund
management industry has recovered relatively quickly from the sharp fall in global AUM at the outset of the
credit crisis, with most of the recovery coming from market performance rather than new inflows. The longer
term effects of the economic slowdown include more cautious investment strategies, more diversification
across asset classes and geographical regions, and more independence in ownership terms from banks and
insurance companies. As of December 31, 2012, International Financial Services London expects assets of the
global fund management industry to reach approximately $85.2 trillion.

The graph below shows the evolution of global AUM for the periods indicated:
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Therelatively stable economic conditionsin Brazil coupled with an aging population have encouraged
investors to increase savings. Since 2002, the investment fund industry in Brazil has undergone material
changes, in part as a result of regulations promul gated by the CVM. These regulations encouraged market
participants to adopt better corporate governance practices and increase transparency in the management of
investment funds. Other growth driversin the asset management industry have been the expansion of the
insurance and private pension markets, which benefited from the growth of private pension plans, improved
credit ratings of Brazilian issuers and easier access to financial products offered over the internet.

According to ANBIMA, as of December 31, 2012, the asset management industry in Brazil included
approximately 7,540 investment funds and over R$2,261.9 hillionin AUM.

The graph below reflects AUM in Brazilian investment funds as of the periods indicated:
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AUM in Brazilian Investment Funds (R$ billions)
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The graph below reflects AUM breakdown by investment type in Brazil as of December 31 of the years
indicated:
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Asset Management Products

In addition to the favorable political and economic conditionsin Brazil, the asset management industry has
benefited from the increasing availability of new products, such as diversified funds (fundos multi-mercado),
alessening risk aversion among domestic and foreign investors and the accel erated growth of private pension
funds.

The principal funds in the Brazilian asset management industry include, fixed income funds, money market
funds, equity funds, multi-asset funds and structured funds.
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Fixed Income Funds. Fixed income fundsinvest solely in fixed income investments, such as bonds or
certificates of deposit. These funds limit the amount of risk an investor takes on, although it could mean a
lesser return that would be possible in ariskier fund.

Money Market. The money market is a component of the financial markets for assets based on short-term
borrowing and lending with original maturities of one year or shorter periods. In Brazil, the money market is
mainly composed of CDI transactions, which are interbank repurchase agreements with one-day maturity and
based on highly liquid Brazilian government bonds.

Equity Funds. Equity funds are mutual funds that invests mainly in stocks, that are managed either actively or
passively (index fund). Actively managed funds seek to obtain returns by focusing on undervalued stocks and
selling them when their prices are higher, including in recession scenarios. Passively managed funds seek to
obtain gains by making investments that follow general market positions, particularly equity indexes (e.g.,
S& P 500).

Multi-asset Funds. Multi-asset funds invest in different types of assets, including stocks, bonds, cash and real
property. These types of funds increase the diversification of an overall portfolio by distributing investments
throughout several classes. While this investment strategy reduces risk (volatility) compared to holding one
class of assets, it a'so may limit potential returns.

Sructured Funds. Structured funds combine both equity and fixed-income products to provide investors with
adegree of both capital protection and capital appreciation. These funds use fixed-income securitiesto give
the fund capital protection through principal repayment in addition to interest payments. These funds use
options, futures and other derivatives, which are often based on market indexes, to provide exposure to capital
appreciation.

Referenced Funds. Reference funds aim to have at least 95% of their portfolio composed of securities that
directly or indirectly follow the variations of the CDI or SELIC rates. Although the securities portfolio of
referenced fundsis comprised of variable-rate securities, oscillations can occur due to the risk perception of
these securities.

Pension Funds. Pension funds are divided into (i) fixed-income pension funds, (ii) balanced pension funds,
(i) multi-market pension funds, (iv) target-date pension funds, and (v) share pension funds. Fixed-income
pension funds seek returns through investments in fixed-income assets, using strategies to generate returns on
interest rates and price indexes linked to the Brazilian market. Balanced pension funds seek long-term returns
by investing in various asset classes, including fixed-income, and equities. These funds use adiversified
investment strategy for acquiring assets, and generally invest a portion of their portfolio in variable-income
assets. Multi-market pension funds seek long-term returns by investing in various asset classes. These funds
do not disclose their asset mix (i.e., percentage of each asset class) and may be measured against other
performance indicators that reflect only one asset class. Target-date pension funds seek returns by a target-
date by investing in various asset classes and using a periodic rebalancing strategy. These funds seek to
reduce risk exposure in accordance with the time remaining until the respective target-date. These funds
cannot be measured against performance indicators that reflect only one asset class. Share pension funds are
reguired to have at least 67% of its portfolio in cash equities, subscription warrants, share deposit certificates,
guotas of stock funds, quotas of stock index funds or Brazilian Depositary Receipts under Level 11 or Level
.

Hedge Funds. A hedge fund is an investment fund that typically undertakes a wider range of investment and
asset trading than other funds, but which is only open for investment from particular types of investors
specified by regulators. These investors are typically institutions, such as pension funds, university
endowments and foundations, or HNWI. Hedge funds invest in a diverse range of assets, but they most
commonly trade liquid securities on public markets. These funds usually employ a wide variety of investment
strategies, and make use of techniques such as short selling and leverage.
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Notwithstanding the significant growth and size of Brazil's equity capital market, a significant portion of total
AUM remains concentrated in fixed income and money market funds, due in part to the legacy of high
interest ratesin Brazil. As of December 31, 2012, the total amount invested in fixed income and money
market funds together represented approximately 46% of total AUM, while hedge funds, equity funds and
pension funds represented approximately 21%, 9% and 13%, respectively. The remaining 7% of total AUM
represents currency and other types of funds.

The graph and chart below illustrate the volume (in R$ billions) and percentage of each type of fund which
comprise the Brazilian asset management industry for the periods indicated:
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Type of Fund Dec-04 Dec-05 Dec-06 Dec-07 Dec-08 Dec-09 Dec-10 Dec-11 Dec-12

Money Market 33 30 33 36 44 58 63 81 91
Referenced 163 218 235 220 219 240 225 243 253
Fixed Income 274 427 446 453 392 451 500 654 704
Hedge Fund 258 186 299 359 318 406 440 424 471
Equity 74 0 135 234 137 205 209 198 204
Pension 52 74 105 121 133 180 200 248 291
Others 50 53 68 88 101 159 181 236 247
Total 04 1,078 1320 1510 134 1,699 1,818 2,084 2,262

Source: ANBIMA

Private Equity

The investment period of a private equity fund is usually mid- to long-term. Returns on private equity
investments are generated through one, or a combination of, the following three factors: (i) accumulation of
cash flows from operations; (ii) improvement of earnings over the life of the investment; and (iii) sale of a
business for higher multiple of earnings than the original purchase price. Exit strategies used by private equity
fundsincludeinitial public offerings and selling a business to new investors.
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The private equity industry in Brazil has expanded in recent years, partially leveraging from an earlier period
of private growth from 1994 to 2000.

In recent years, private equity firms have been tapping capital marketsin Brazil extensively in order to fund
portfolio companies growth and to recycle funds' portfolios. We believe the private equity industry in Brazil
will continue to grow given the number of firms currently interested in investing or building investment
platformsin Brazil.

We believe that the current favorable economic condition is the main driver behind the growth of the
Brazilian private equity industry. The emerging middle class, eager to benefit from ever increasing disposable
income and credit availability, is boosting internal consumption across a broad range of products, from food
to government-subsidized houzsing, making Brazil one of the leading consumer markets worldwide. The
Brazilian government is stimulating this growth, mainly by means of large investments in infrastructure,
including the World Cup in 2014 and the Olympic Games in 2016. Other sectors such as commodities and
energy will continue to play an important role in the continued growth of Brazilian GDP, backed by solid
internal and external consumer markets. Growth, consolidation and governance, thisis the Brazilian
landscape of the industry, which, in the country work basically in all equity deals.

According to areport published by the 2011 Latin America Venture Capital Association, or LAVCA, Latin
American private equity investment activity reached US$6,504 million in 2011, representing a decrease of
9.7% over 2010. Brazil has become the major market for private equity in Latin America. Within Latin
America, Brazil was home to the largest percentage of investments in 2010, accounting for 64% of
investments by value and 50% of investments by number of deals. In 2011, Latin American fundraising
activity increased 27% compared to 2010, reaching US$10,300 million, of which Brazil captured US$8.1
billion, or approximately 78.6% of the total funds raised, illustrating the strength of Brazil’s experienced asset
managers and the desire of global investorsto invest in Brazil.

Asaresult of Brazil's prominence as a major market for private equity investment, many international funds
that previoudly only invested opportunistically in Brazil are now establishing local offices and raising local
funds. This growth was a result of the positive performance of Brazilian equity capital markets, which
allowed private equity firms to recycle their portfolios and fund growth. In addition, Brazil's growing middle
class coupled with a positive outlook for Brazil's exports created opportunities for further investmentsin
consumer-related and infrastructure sectors. Furthermore, oil services and shipbuilding industries should
attract private equity firms for several yearsto come, in light of the increasingly positive outlook of pre-salt
and offshore exploration.

According to arecent survey published by the Emerging Markets Private Equity Association, or EMPEA, and
Coller Capital, Brazil isthe most attractive emerging market for private equity investmentsin 2012.

In addition, fundraising has increased for private equity investments in other emerging markets as well. The
table below shows, for the periods indicated, fundraising activity in selected economies:

Region 2008 2004 2005 2006 2007 2008 2009 2010 01 2012
Brezil 20 480 158 2,008 2510 3539 401 1,078 7,09 2,617
Chira 213 31 2243 4,219 380 14,461 6,617 7,509 16,616 10,825
Inda 2% 706 2741 2834 4509 7,710 399 3288 2737 204
Russia/CIS 175 20 124 22 1,70 80 455 IS 135 B/
South Africa 74 340 48 1,190 546 218 N/A 43 na na

Source: Emerging Markets Private Equity Association, IMF
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In addition to thisincrease in fundraising, private equity investments have increased overtime and, although

adversely impacted by recent market developments, activity in Brazil has remained at high levels over the last
years, as demonstrated in the table below:

EM PE Investment Totals by Select M arkets, 2003-1H 2012 (US$ millions)

Region 2003 2004 2005 2006 2007 2008 2000 2010 2011 2012
Brazil 321 120 474 1342 5285 3020 989 4604 2461 4,334
Chira 1,667 1,389 2991 8200 9,458 89% 6,288 9190 10529 7104
India 456 1272 137 5,687 9906 7483 4011 6,222 6,172 2,676
Russia/CIS 13 240 240 402 805 2,647 27 1516 1519 1239

Source: Emerging Markets Private Equity Association, IMF

Although Brazil has experienced a large inflow of capital into private equity investments in recent years, the
Brazilian market remains under penetrated compared to other BRIC countries, and especially compared to the
United States. According to EMPEA, private equity investment as a percentage of GDP in Brazil was only
0.18% in 2012, while the United States and United Kingdom presented a 0.86% and 1.05% penetration in
2012, respectively.

The graph below shows, as of December 31, 2011 and 2012 the percentage of GDP that private equity
investment represents for each of the countries listed:
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Source: Emerging Markets Private Equity Association, IMF

Wealth M anagement

The wealth management industry typically provides services to HNWI, including highly customized and
sophisticated investment management services, financial planning consultancy, trust advisory services and

other advisory services in connection with estate planning, business succession and small-scale M&A
transactions, among others.

While the HNWI population increased dlightly, overall investable wealth has declined in recent years. The
overall financial global wealth of HNW!I declined across all regionsin 2011, with the exception of the Middle
East, according to the World Wealth Report 2012. However, despite the 1.7% decline in investable wealth to
US$42.0 trillion, the global HNWI population grew marginally by 0.8% to 11 million in 2011.
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In 2011, Asia-Pacific became the region with the largest number of HNWI, while North America retained the
most HNWI wealth. The number of HNWI in Asia-Pacific expanded 1.6% to 3.37 million in 2011, making
Asia-Pacific the largest HNWI region for the first time. North Americaremained the largest region for HNWI
wealth at US$11.4 trillion. U.S, Japan and Germany, retained 53.3% of the total share of HNWI, dlightly up
from 53.1% in 2010. Of the top twelve countries by population, Brazil saw the greatest percentage rise (6.2%)
in the number of HNWI in 2011. The following graphs show the amount of wealth (in R$ trillions) and the
HNWI across various regions around the world as of December 31 for the years indicated:
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According to the World Wealth Report, Brazil is one of the largest economies in terms of HNWI, with
approximately 165,000 individuals. From 2004 through 2011, Brazil had a compounded annual growth rate of
7.7% in terms of HNWI for such period. The graph below illustrates the number of HNWI in Brazil from
2004 through 2011:

2004 2005 2006 2007 2008 2009 2010 2011

B HNW (thousands)

Source: World Wealth Report

According to datafrom ANBIMA, as of December 31, 2012, the Brazilian private banking segment had a
total of R$527.3 billionin AUM. Of thistotal, 31.5% is invested in fixed income products, 46.4% in
investment funds (open-ended, closed-ended funds and structured funds), 15.8% in equities and 6.3% in other
assets.

The graph below illustrates the breakdown of wealth (in R$ billions) in Brazil by investment segments:
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The majority of Brazil’s high net worth individuals are located in two states, Sdo Paulo and Rio de Janeiro. As
of December 31, 2012, Sdo Paulo and Rio de Janeiro accounted for 56.4% and 17.8%, respectively, of all of
Brazil’s high net worth individuals. With the expected growth of the Brazilian economy through the
diversification of businesses and geographical regions, this concentration may decrease in the future, thus
representing an opportunity for the wealth management industry to explore different markets.

The graph below illustrates the breakdown of wealth (in R$ billions) in Brazil by geographical regions:
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The Brazilian Financial System and Banking Regulation
Regulatory Framework

The basic institutional framework of the Brazilian financial system was established in 1964 by the "Banking
Reform Law." The Banking Reform Law created the CMN, which is responsible for examining monetary and
foreign currency policies pertaining to economic and social development, as well as overseeing the operation
of the financial system.

Principal Regulatory Agencies

The Brazilian national financial system (Sstema Financeiro Nacional) is composed, among others, of the
following regulatory and inspection bodies:

e theCMN;
e theCentra Bank;
e theCVM;

e theBrazilian Council of Private Insurance (Conselho Nacional de Seguros Privados);
e the SUSEP,; and

e the National Superintendency of Private Pension (Superintendéncia Nacional de Previdéncia
Complementar).

Below isa summary of the main functions and powers of the most relevant of these regulatory bodies.
The CMN

The CMN isthe chief authority for monetary and financial policy in Brazil, responsible for the overall
supervision of Brazilian budgetary, credit, fiscal, monetary and public debt policies.

The members of the board of CMN are the Minister of Finance (chairman), the Minister of Planning, Budget
and Management and the President of the Central Bank. The CMN has the authority to regulate the credit
operations of Brazilian financial institutions and Brazilian currency, to supervise Brazil’s foreigh exchange
and gold reserves, to establish Brazilian saving and investment policies and to regulate the Brazilian capital
markets with the overarching purpose of promoting economic and social development of Brazil. The CMN
also oversees the activities of the Central Bank and the CVM. Specifically, the main responsihilities of the
CMN are the following:

e coordinating monetary, credit, budget, tax and public debt policies;
e establishing foreign exchange and interest rate policy;

e protecting the liquidity and solvency of financial institutions;

e overseeing activities related to the stock exchange markets;

e regulating the structure and operation of financial institutions;

e granting authority to the Central Bank to issue currency and establishing reserve requirement levels;
and

e establishing general directives for banking and financial markets.

201



REGULATORY OVERVIEW

The Central Bank

The Central Bank is responsible for implementing policies of the CMN as they relate to monetary and
exchange control matters, regulating public and private sector Brazilian financial institutions and monitoring
and regulating foreign investment in Brazil. The President of the Central Bank is appointed by the President
of Brazil for an indefinite term of office subject to ratification by the Brazilian Senate.

Specifically, the main responsibilities of the Central Bank are the following:

managing the day-to-day control over foreign capital inflows and outflows (risk capital and loansin
any form);

setting forth the administrative rules and regulations for registering investments;
monitoring foreign currency remittances,

controlling the repatriation of funds (in the event of a serious deficit in Brazil’s balance of payments,
the Central Bank may limit remittances of profit and prohibit remittances as capital for alimited
period of time);

receiving compulsory withholdings and voluntary demand deposits of financial institutions;

executing rediscount transactions and loans to banking financial institutions and other institutions
authorized to operate by the Central Bank;

acting as a depositary of gold and foreign currency reserves; and

controlling and approving the incorporation, functioning, transfer of control and equity
reorganization of financial institutions and other institutions authorized to operate by the Central
Bank.

The CVM

The CVM isthe agency responsible for implementing policies established by the CMN and regul ates,
develops, controls and inspects the securities market. The CVM is headquartered in Rio de Janeiro and has
jurisdiction in al Brazilian territory. The CVM is an independent agency linked to the Ministry of Finance. It
has independent administrative authority and legal standing. The main responsibilities of the CVM are the
following:

implementing and regulating the securities and exchange policies established by the CMN; and

controlling and overseeing the Brazilian securities market by: approving, suspending and canceling
the registration of public companies; authorizing brokers and dealers to operate in the securities
market and public offerings of securities; supervising the activities of public companies, stock
exchanges, commodities and futures exchanges, market members, and financial investment funds
and variable income funds; requiring full disclosure of material events affecting the market, annual
and quarterly reporting by public companies; and imposing penalties.

Since 2001, the CVM has had jurisdiction to regulate and oversee the derivatives’ market and financial and
investment funds that were originally regulated and supervised by the Central Bank. Pursuant to Law No.
10,198, of February 14, 2001, as amended, and Law No. 10,303, of October 31, 2001, the regulation and
supervision of both financial mutual funds and variable income funds and of transactions involving
derivatives were transferred to the CVM. On July 5, 2002, the CVM and the Central Bank entered into a
memorandum of understanding under which they agreed on the general terms and conditions for the transfer
of such dutiesto the CVM. In accordance with Law No. 6,385, of December 7, 1976, (also known asthe
Brazilian Securities Exchange Law), the CVM is managed by one president and four directors as appointed by
the President of Brazil (and approved by the Senate). The individuals appointed to the CVM must be of good
standing and recognized as experts in the field of capital markets. CVM directors are appointed for asingle
five-year term and one-fifth of the members must be renewed on a yearly basis.
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All decisions rendered by the CVM and the Central Bank in administrative proceedings relating to the
national financial system and the securities market are subject to appeal to the Board of Appeals of the
National Financial System (Conselho de Recursos do Sistema Financeiro Nacional), which is comprised of
four members appointed by public authorities and four members from the private sector.

Banking Regulation
Principal Limitations and Restrictions on Financial Institutions

The activities of financial institutions are subject to limitations and restrictions. In general, such limitations
and restrictions relate to the offering of credit, risk concentration, investments, conditional operations, foreign
currency loans and negotiations, administration of third party funds and microcredit finance.

The principal restrictions on banking activities established by the Banking Reform Law and further applicable
regulations are as follows:

e no financial, banking or credit institution may operate in Brazil without the prior approval of the
Central Bank. In addition, foreign banks must be expresdy authorized to operate in Brazil by
Presidential decree;

e afinancial, banking or credit institution may not invest in the equity of any other company, except
where such investment is approved by the Central Bank based on certain standards established by the
CMN. However, investments are permitted without restrictions in such institutions through the
investment banking unit of a multiple-service bank or a subsidiary of an investment bank;

e afinancial, banking or credit institution may not own real estate other than the property it occupies,
and is subject to certain limitations imposed by the CMN. If afinancial, banking or credit institution
takes possession of real estate in satisfaction of adebt, such property must be sold within one year,
unless otherwise authorized by the Central Bank;

o financial institutions are prohibited from carrying out transactions that fail to comply with the
principles of selectivity, guarantee, liquidity and risk diversification;

o financial institutions are prohibited from granting loans or advances without an appropriate deed
evidencing such debt;

e afinancial, banking or credit institution may not lend more than 25.0% of its reference shareholders’
equity (Patrimbnio de Referéncia, or "PR") to any single person or group;

e afinancial, banking or credit institution may not grant loans to, or guarantee transactions of, any
company which holds more than 10.0% of its shares, except (subject to the prior approval of the
Central Bank) in certain limited circumstances,

e afinancial, banking or credit institution may not grant loans to, or guarantee transactions of, any
company in which it holds more than 10.0% of the share capital;

e afinancial, banking or credit institution may not grant loans to, or guarantee transactions of, its
executive officers and directors (including their immediate and extended families) or to any company
in which such executive officers and directors (including their immediate and extended families)
hold more than 10.0% of the share capital;

o financial institutions are prohibited from carrying out repurchase transactions (operactes
compromissadas) in excess of an amount corresponding to 30 times their PR;

e theadministration of third party funds should be segregated from other activities and in compliance
with the relevant rules imposed by the CVM;

e theregistered capital and total net assets of financial institutions must be compatible with the rules
governing share capital and minimum capitalization requirements imposed by the Central Bank for
each type of financial institution;
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e thetotal amount of funds applied in the fixed assets of financial institutions cannot exceed 50.0% of
the respective amount of PR; and

o financial institutions may not expose themselves to gold, assets or liabilities referenced in currency
exchange variationsin excess of 30.0% of their PR.

Capital Adeguacy and Leverage

The Central Bank supervises the Brazilian banking industry in accordance with the guidelines of the Basel
Committee on Banking Regulations and Supervisory Practices, or the Basel Committee, and other applicable
regulations, including the Basel 11 Accord, which is currently being implemented. The banks provide the
Central Bank with the necessary information for it to perform its supervisory functions, which include
supervising the movements in the solvency or capital adequacy of banks.

The main principle of the Basel Il Accord, as implemented in Brazil, is that a bank’s own resources must
cover its principal risks, including credit risk, market risk and operational risk. The requirements imposed by
the Central Bank differ from the Basel |1 Accord in afew aspects. Among these differences, the Central Bank:

e imposesaminimum capital requirement of 11.0% instead of the 8.0% imposed by the Basel |1
Accord;

e assignsdifferent risk weighting and credit conversion factors to some assets, including arisk
weighting of 300.0% on deferred tax assets other than temporary differences;

e requires calculation and report on the minimum capital and capital ratios on a consolidated basis;
e requires banksto set aside a portion of their equity to cover operational risks as from July 1, 2008;

e doesnot allow the use of external rating to calculate the minimum capital required. The Central Bank
adopts a conservative approach to defining the capital demand of corporate exposures; and

e requires banks to establish specific internal structuresto identify, measure, control and mitigate
operational and credit risks.

A bank’s capital base composition, for supervisory purposes, is defined in two tiers according to Brazilian
rules. Such requirement is called PR:

e Tier |: Correspondsto the sum of amounts corresponding to net assets, the balance of profit and
losses accounts of creditors and deposits in escrow accounts to cover capital shortages (pursuant to
the terms of CMN Resolution No. 4,019 of September 29, 2011), excluding amounts corresponding
to: (i) debtor profit and loss account balances; (ii) re-evaluation reserves, contingency reserves and
special reserves for profits relating to non-distributed mandatory dividends; (iii) preferential shares
issued with a redemption clause and preferential shares with the accumulation of dividends; (iv) tax
credit (as set forth in CMN Resolution No. 3,059 of December 20, 2002); (v) permanent deferred
assets, discounting the goodwill paid in the acquisition of investments and (vi) the balance of
unearned gains and losses resulting from the adjustment in the market value of securities classified as
"securities available for sale" and derivative financial instruments used for cash flow hedge.

e Tier 11: Corresponds to the sum of amounts corresponding to re-eval uation reserves, contingency
reserves and special profit reserves relating to non-distributed mandatory dividends added to
amounts corresponding to: (i) hybrid capital and debt contracts (as defined in CMN Resolution No.
3,444), subordinated debt contracts, preferential shares issued with a redemption clause and
preferential shares with the accumulation of dividendsissued by financial institutions and (ii) the
balance of unearned gains and losses resulting from the adjustment in the market value of securities
classified as "securities available for sale" and derivative financial instruments used for cash flow
hedge.

Thetotal amount of Tier Il capital cannot exceed the total amount of Tier | capital, and Brazilian regulation
imposes limitson Tier 1| capital, as follows:
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e subordinated debt in Tier Il capital, plus the amount of preferred redeemable stock originally
maturing in less than ten years, cannot exceed 50.0% of the Tier | capital;

e revauation reservesin Tier |1 capital cannot exceed 25.0% of the Tier | capital;

e thetotal amount of hybrid capital and debt instruments authorized by the Central Bank to be included
inTier | capital islimited to 15.0% of the total amount of Tier | capital; and

e a20.0% reduction shall be applied to the amount of the subordinated debt and preferred redeemable
stock in Tier |1 capital annually for the five years preceding the respective maturities.

Additionally, the following components are deducted from capital: (i) amounts paid into investment funds’
capital, proportionate to the interest on each fund’s portfolio; (ii) acquisition or indirect interest on financial
conglomerates, through any non-financial affiliated entity and (iii) assets related to funding instruments such
as hybrid capital instruments, debt instruments and subordinated debt issued by financial institutions and other
institutions authorized to operate by the Central Bank.

In addition to minimum capital and shareholders’ equity requirements, financial institutions must also
maintain alevel of PR that is compatible with the risks to which their assets, liabilities and compensation
accounts are exposed. Financial institutions may only distribute profits that exceed the legal capital adequacy
requirement.

According to CMN Resolution No. 2,723, as amended, financial ingtitutions, except credit unions, must keep
consolidated accounting records (including for the purposes of calculation of their capital requirements) of
their corporate holdings whenever, directly or indirectly, individually or jointly with other partners (even
when based on voting trusts), the institutions hold a controlling interest in the investees. When capital control
is not involved, the financial institution may opt for accounting using equity accounting method in lieu of
such consolidated accounting.

In June 2004, the Basel Committee approved the Basel |1 Accord, a new framework for risk-based capital
adequacy. The Basel Il Accord sets out the details for adopting more risk-sensitive minimum capital
requirements for banking organizations. Pursuant to the Central Bank Communication No. 19,028 of October
29, 2009, the recommendations of the Basel 11 Accord will be fully implemented by the second half of 2013,
beginning in 2010 with market risk.

CMN Resolution No. 3,380, issued on June 29, 2006, sets forth new procedures for the implementation of
operating risk internal control procedures whereby Brazilian banks were required to implement the principles
of the Basel Il Accord by the end of 2007.

On February 28, 2007, CMN Resolution No. 3,444 established the criteria for calculation of PR. In addition,
on August 29, 2007, CMN Resolution No. 3,490 established new criteria for calculating the required
reference shareholders’ equity capital (PRE) of financial institutions effective from July 1, 2008.

CMN Resolution No. 3,464 of June 26, 2007, as amended, sets forth the procedures for the implementation of
amarket risk internal control structure. CMN Resolution No. 3,488 of August 29, 2007 sets forth the limits
for the total exposure of financial institutionsin gold, foreign currency and transactions subject to foreign
exchange variation.

On June 28, 2010, the Central Bank also published Circular No. 3,498, which introduces additional capital
requirements for the trading book under stressed value-at-risk (VaR) based on historical datafrom a
continuous 12-month period of significant financial stress. The implementation of these regulatory reforms
may significantly impact the computation of our regulatory capital requirements.

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. In addition, they fully
endorsed previous agreements regarding the overall design of the capital and liquidity reform package, the
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Basel 111 Accord, which was endorsed at the Seoul G20 Leaders summit in November 2010. The package of
reforms proposed by the Basel Committee 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%. The new rules are expected to be
implemented gradually by the central banks of various countries between 2013 and 2019.

On January 13, 2011, the Basel Committee expanded on the Basel 111 capital rules with additional
requirements, known as the January 13 Annex, applicable to non-common Tier 1 or Tier 2 instrumentsissued
by internationally active banks. The additional requirements would apply to all instrumentsissued after
January 1, 2013, and otherwise qualifying instruments issued prior to January 1, 2012 will be phased out
proportionately over aten-year period, beginning in 2013. On February 17, 2011, the Central Bank issued
Communication No. 20,615, pursuant to which the Central Bank indicated its willingness to implement the
provisions of the January 13 Annex. For such purpose, the Central Bank will need to issue further regulations,
which is expected to begin soon, according to the non-binding schedule set forth by Communication No.
20,615.

In addition, on February 17, 2012, the Central Bank released Public Hearing No. 40/2012 for comments,
which proposes modifications to the definition of reference capital applicable to Brazilian financial
institutions currently established by CMN Resolution No. 3,444, dated February 28, 2007. According to
Public Hearing No. 40/2012, the Central Bank now intends to consider certain additional entities controlled
by afinancial institution in making reference capital determinations. Under the current proposal, entities
resembling financial institutions (such as credit card management companies) and investment funds from
which afinancial institution retains substantial risks and benefits would initially be included when
determining the reference capital of the parent financial institution. We cannot predict if, when and to what
extent such rules will become effective.

Reserve and Other Requirements

Currently, the Central Bank imposes a series of requirements on financial institutions regarding compulsory
reserves. Financial ingtitutions must deposit reserves with the Central Bank. The Central Bank uses reserve
requirements as a mechanism to control the liquidity of the Brazilian financial system.

Some of the current types of reserves required under Brazilian law include:

Demand Deposits. Pursuant to Circular No. 3,274 of February 10, 2005, as amended, banks and other
financial institutions are generally required to deposit 44.0% (to be increased to 45.0% as of July 2014) of the
daily average balance of their demand deposits, bank drafts, collection of receivables, collection of tax
receipts, debt assumption transactions and proceeds from the realization of guarantees granted to financial
ingtitutionsin excess of R$44.0 million with the Central Bank on a non-interest bearing basis. Financial
ingtitutions with Tier | component of the PR higher than R$6.0 billion are allowed to deduct, from the
amounts to be deposited with the Central Bank (up to 20% of such deposits), funds committed under certain
lines of credit benefiting from government subsidies. At the end of each day, the balance in such account shall
be equivalent to at least 80% of the reserve requirement for the respective calculation period, which begins on
Monday of one week and ends on Friday of the following week.

Savings Accounts. Currently, pursuant to Circular No. 3,128 dated June 24, 2002, the Central Bank has
established that Brazilian financial institutions are generally required to deposit in an interest-bearing account
with the Central Bank, on aweekly basis, an amount in cash equivalent to 20.0% of the average aggregate
balance of savings accounts during the prior week. In addition, a minimum of 65.0% of the total amount of
deposits in saving accounts captured by the entities of the Brazilian Savings and Loan System (Sistema
Brasileiro de Poupanca e Empréstimo, or SBPE) must be used to finance residential real estate or the housing
construction sector, as determined by CMN Resolution No. 3,932, of December 16, 2010. Amounts that can
be used to satisfy this requirement include, in addition to direct residential real estate financings, mortgage
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notes, charged off residential real estate |oans and certain other financings, all as specified in guidance issued
by the Central Bank.

Pursuant to CMN Resolution No. 3,023 of October 11, 2002, as amended, the Central Bank established an
additional reserve requirement of 10% on the savings account funds captured by the entities of the SBPE.

CMN Resolution No. 3,843 of March 10, 2010, sets forth that this additional reserve requirement shall be
deposited in cash and will bear interest at a SELIC-based interest rate.

Time Deposits. Pursuant to Central Bank Circular No. 3,569, of December 22, 2011, as amended, 20% of a
financial institutions’ time deposits and certain other amounts, after a deduction of R$30.0 million, are subject
to reserve requirements, in the amount exceeding: (i) R$3.0 billion, for financia institutions with Tier |
component of the PR below R$2.0 billion; (ii) R$2.0 billion, for financia institutions with Tier | component
of the PR equal to or higher than R$2.0 billion and below R$5.0 billion; (iii) R$1.0 hillion, for financial
institutions with Tier | component of the PR equal to or higher than R$5.0 billion and below R$15.0 billion;
or (iv) zero, for financia institutions with Tier | component of the PR equal to or higher than R$15.0 billion.
If the applicable reserve requirement of afinancial institution is equal to or below R$0.5 million, such
financial ingtitution will be exempt from setting aside reserve requirements set forth by Circular No. 3,569,
although it must provide information to the Central Bank on time deposits held by it. Amounts subject to this
reserve requirement shall be deposited in cash in a specific account and, part of such deposits will bear
interest at a SELIC-based rate. At the end of each day, deposited amounts shall be equivalent to 100% of the
applicable reserve requirement.

Additional Reserve Requirement (Demand Deposits, Saving Accounts and Time Deposits). On August 14,
2002, the Central Bank, issued Circular No. 3,144, as amended, which established an additional reserve
requirement on deposits maintained in multiple-service banks, investment banks, commercial banks,
development banks, credit, financing and investment companies, real estate companies and savings and loan
associations.

Pursuant to such regulations, the aforesaid entities are required to reserve, on aweekly basis, the cash
equivalent of the sum of the following amounts in excess of R$3.0 billion (for financial institutions with
adjusted Tier | component of the PR below R$2.0 billion), R$2.0 billion (for financial institutions with Tier |
component of the PR below R$5.0 hillion and equal to or higher than R$2.0 billion), R$1.0 billion (for
financial ingtitutions with Tier | component of the PR below R$15.0 billion and equal to or higher than R$5.0
billion), or zero (for financial institutions with Tier | component of the PR equal to or higher than R$15.0
billion): (i) 11% of the arithmetic average of the time deposits funds and certain other amounts subject to the
respective reserve requirement; (ii) 10% of the arithmetic average of the savings deposits funds subject to the
respective reserve requirement; and (iii) 0% of the arithmetic average of the demand deposits funds subject to
the respective reserve requirement. If the applicable reserve requirement of afinancial institution is equal to
or below R$0.5 million, such financial institution will be exempt from the reserve reguirements set forth by
Circular No. 3,144 and amendments thereto. The reserve requirement must be met in cash in a specific
account and, at the end of each day, the balance in such account shall be equivalent to 100% of such
additional reserve requirement.

Deposits and Guarantees. Pursuant to Circular 3,090 of March 1, 2002, financial institutions are required to
deposit with the Central Bank, on a non-interest bearing basis, an amount in cash equivalent to 45.0% of the
amounts corresponding to the sum of the average balance of (i) deposits made by individuals or legal entities
domiciled abroad, compulsory deposits and tied deposits (depdsitos vinculados) in excess of R$2.0 million
and (i) agreements with assumption of obligation related to transactions carried out in Brazil and guarantees
granted by them (garantias realizadas) in excess of R$2.0 million. At the end of each day, the balance in such
account shall be equivalent to at least 100% of the reserve requirement for the respective calculation period,
which begins on Monday of one week and ends on Friday of the following week.
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Foreign currency. Pursuant to Circular No. 3,548, of July 8, 2011, as amended, financial institutions
authorized to carry out foreign exchange transactions are required to deposit 60% of their daily exposure in
foreign currencies exceeding the lesser of: (i) the amount equivalent to US$3.0 billion; or (ii) the amount
equivalent to the Tier | component of the PR of the financial institution. Financial conglomerates may
calculate these reserve requirements on a consolidated basis, in which case a 60% rate will be applied over the
financial conglomerate’s daily exposure in foreign currencies, deducted from the daily long positions in
foreign currencies, exceeding the lesser of: (i) the amount equivalent to US$1.0 hillion; or (ii) the amount
equivalent to the Tier | component of the PR of the financial conglomerate. Deposits will be made with the
Central Bank on a non-interest bearing basis. If the applicable reserve requirement of afinancial institution or
financial conglomerateis equal to or below R$0.1 million, such financial institution will be exempt from
setting aside reserve requirements set forth by Circular No. 3,548. In addition, in the past, the Central Bank
imposed certain compulsory deposit requirements on other types of transactions that are no longer in effect.
However, the Central Bank may restore these requirements or impose similar or more stringent restrictionsin
the future.

Asset Composition Requirements

Permanent assets (defined as property and equipment other than commercial leasing operations,
unconsolidated investments and deferred charges) of Brazilian financial institutions may not exceed 50.0% of
the sum of their PR, calculated in accordance with criteria established by the Central Bank.

Brazilian financia institutions cannot have more than 25.0% of their PR allocated to credit transactions
(including guarantees) extended to the same customer (including its parent, affiliates and subsidiaries) or in
securities of any oneissuer, and may not act as underwriter (excluding best efforts underwriting) of securities
issued by any one issuer representing more than 25.0% of their PR.

Repurchase Transactions

Repurchase transactions (operacgdes compromissadas) are sale and repurchase agreements involving the sale
of securities. Repurchase transactions carried out in Brazil are subject to operating capital limitations based on
the financial institution’s PR. A financial institution may only carry out repurchase transactions for an amount
up to 30 timesits PR. Within this limitation, repurchase transactions involving private bonds may not exceed
five times the amount of PR.

Transactions with Affiliates

Law No. 7,492, enacted on June 16, 1986, which regulates crimes against the Brazilian financial system,
defines as a crime the extension of credit by afinancial institution to any of its directors or officers and certain
of their family members, as well as any entity controlled directly or indirectly by such financial institution or
which is subject to common control of such financial institution (except loans to leasing subsidiaries).
Violations of Law No. 7,492 are punishably by two to six years’ imprisonment and a fine. On June 30, 1993,
the Central Bank issued Resolution No. 1,996, which requires any such transaction to be reported to the
Public Ministry’s office.

Foreign Currency Loans

Pursuant to Central Bank regulation, financial institutions may borrow foreign currency denominated fundsin
international markets without obtaining the Central Bank’s prior written consent, including to on-lend such
fundsto Brazilian individuals or companiesin Brazil and other financial institutions. Banks make these on-
lending transactions through |oans payable in reais, though they are adjusted by foreign currency variation.
The lending terms must reflect the terms of the original transaction. The interest rate charged on the
underlying foreign loan must also be consistent with international market practices. In addition to the original
cost of the transaction, the financial institution may only charge an additional on-lending fee.
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The Central Bank may set limitations on the term, interest rate and general conditions of foreign currency
loans. The Central Bank may change such limitations depending on the economic environment and the
Brazilian government’s monetary policy.

Substantially all foreign credit operations are subject to registration with the electronic system of the Central
Bank, through the so-called RDE-ROF Module. Failure to correctly inform the Central Bank of the terms of
such foreign credit transaction may subject the financial institution to warnings and fines.

Treatment of Overdue Debts

The Central Bank requires financial ingtitutions to classify credit transactions in accordance with their level of
credit risk as either, "AA," "A," "B," "C," "D," "E," "F," "G" or "H" and make provisions according to the risk
level attributed to each transaction. Such credit classifications are determined in accordance with criteria set
forth from time to time by the Central Bank relating to: (i) the condition of the debtor and the guarantor, such
as their economic and financial situation, level of indebtedness, capacity for generating profits, cash flow,
administration and quality of controls, delay in payments, contingencies and credit limits; and (ii) the terms of
the transaction, such asits nature and purpose, type of collateral and, in particular, itslevel of liquidity and the
total amount of the credit. Where there are several credit transactions involving the same customer, economic
group or group of companies, the credit risk must be determined by analyzing the particular credit transaction
of such customer or group which represents the greatest credit risk to the financial institution.

Credit transactions of up to R$50,000 may be classified either by the financial institution’s own evaluation
method or according to the number of days such transaction is past due, whichever is more stringent. Credit
classifications are required to be reviewed:

e onamonthly basis, in the event of a delay in the payment of any installment of principal or interest,
in accordance with the following maximum risk classifications:

(1) 1to 14 daysoverdue: risk level A;

(2) 15to 30 days overdue: risk level B;

(3) 31to 60 days overdue: risk level C;

(4) 61 to 90 days overdue: risk level D;

(5) 91 to 120 days overdue: risk level E;

(6) 121 to 150 days overdue: risk level F;

(7) 151to 180 days overdue: risk level G; and
(8) more than 180 days overdue: risk level H;

e every nine months, in the case of transactions involving the same customer, economic group or
group of companies, the amount of which exceeds 5.0% of the adjusted net worth of the financial
institution in question; and

e onceevery 12 months, in al circumstances, except in the case of credit transactions with a customer
whose total liability islower than R$50,000, the classification of which may be reviewed as provided
initem (1) above. Such R$50,000 limit may be amended by the Central Bank from time to time and
applies only to transactions entered into on or before February 25, 2000.

Failure to comply with the requirements established by the Central Bank will result in the reclassification of
any transaction to risk level H.

Credit loss provisions must be made monthly by each financial institution in accordance with the following:
e 0.5% of the total amount of credit transactions classified as level A;

e 1.0% of the total amount of credit transactions classified as |level B;
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e 3.0% of the total amount of credit transactions classified aslevel C;

e 10.0% of the total amount of credit transactions classified aslevel D;

e 30.0% of the total amount of credit transactions classified as level E;

e 50.0% of the total amount of credit transactions classified aslevel F;

e 70.0% of the total amount of credit transactions classified aslevel G; and
e 100.0% of the total amount of credit transactions classified aslevel H.

Facilitation of Financial Sector Consolidation

The Brazilian government established a set of rules with the purpose of facilitating corporate reorganizations
among financial institutions in order to assure the liquidity and solvency of the national financial system and
safeguard the interests of depositors and investors. The main measures include: (i) granting the Central Bank
power to determine the decrease in current levels of mandatory capitalization and to regul ate the transfer of
control and/or corporate restructuring of financial institutions; (ii) the establishment by the Central Bank of a
special credit facility, known as the Program for the Improvement and Enhancement of the National Financial
System (Programa de Estimulo a Reestruturacdo e ao Fortalecimento do Sistema Financeiro Nacional), or
PROER, for the specific purpose of financing financial institutions which acquire control or assets and
obligations of other financial institutions or whose control is transferred to third parties; and (iii) the creation
of certain tax benefits for the financial institutions which are financed by the PROER.

The PROER was created to protect savings and investments in Brazil. The PROER allows the Central Bank to
intervene in order to protect against failures of financial institutions facing liquidity crises. The creation of the
PROER streamlined the process by which the government could acquire control of afailing financial
institution and granted the Central Bank authority to determine an appropriate course of action to prevent
failure of any such financia institution, whether through a capital increase, merger, spin-off or otherwise.

Non-compliance by afinancial institution with these rules could subject it to the Temporary Special
Administration Regime (Regime de Administracdo Temporaria), or RAET, as described below. The PROER
was established to strengthen prudent supervision of financia institutions by means of verification of liquidity
and asset quality. These measures were similar to current measures being implemented in the United States
and Europe in response to the current global financial crisis.

Internal Compliance Procedures
All financia institutions must have in place internal policies and procedures to control:

e their financial, operational and management information systems; and
e their compliance with all applicable regulations.

The board of executive officers of the financial institution is responsible for implementing an effective
internal controls structure by defining responsibilities and control procedures and establishing corresponding
objectives and procedures at all levels of the ingtitution. The board of executive officersis also responsible for
verifying compliance with al internal procedures. The internal auditing department of afinancial institution
reports directly to the board of executive officers or management of the institution, as applicable. The external
auditors are responsible for issuing areport on the internal control system.

Brazilian Payment and Settlement System

Therules for the settlement of payments in Brazil are based on the guidelines adopted by the Bank of
International Settlements, or BIS. The Brazilian Payment and Settlement System (Sistema de Pagamentos
Brasileiro), or SPB, began operating in April 2002. The Central Bank and the CVM have the power to
regulate and supervise SPB. Pursuant to these rules, all clearing houses are required to adopt procedures
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designed to minimize the possibility of systemic crises and the risks previously articulated by the Central
Bank. The most important principles of SPB are the following:

e the existence of two main payment and settlement systems: real time gross settlements, using the
reserves deposited with the Central Bank; and deferred net settlements, through the clearing houses;

e the clearing houses, with some exceptions, will be liable for the payment orders they accept; and

e bankruptcy laws do not affect the payment orders made through the credits of clearing houses nor the
collateral granted to secure those orders. However, clearing houses have ordinary credits against any
participant under bankruptcy laws.

Insolvency Laws Concerning Financial Ingtitutionsin Brazl

Financial institutions are subject to the proceedings established by Law No. 6,024, enacted on March 13,
1974, and Decree No. 2,321, enacted on September 8, 1987, which establish the applicable provisionsin the
event of intervention, temporary administration or extra-judicial liquidation by the Central Bank, as well asto
bankruptcy proceedings.

Intervention and extra-judicial liquidation occur when a financial ingtitution isin a precarious financial
condition or upon the occurrence of events that may impact the creditors’ situation. Such measures are
imposed by the Central Bank in order to avoid the bankruptcy of the entity.

Intervention

Pursuant to Law No. 6,024/74, the Central Bank has the power to appoint an intervener to intervenein the
operations of or to liquidate any financial institution other than public financial institutions controlled by the
Brazilian federal government. An intervention may be ordered at the discretion of the Central Bank if any of
the following is detected:

e dueto mismanagement, the financial institution has suffered losses leaving creditors at risk;
e thefinancial ingtitution has consistently violated Brazilian banking laws or regulations;
e thefinancial ingtitution failsto pay net debts as they fall due without arelevant legal reason;

e thefinancia ingtitution isinvolved in enforcement proceedings and fails to pay or secure payment of
the debt;

e thefinancial institution uses fraudulent means to pay debts;
e thefinancia ingtitution calls the creditors to propose renegotiation of debts or assignment of assets;

e thefinancial ingtitution delays payments or defrauds creditors (or seeks to delay payments or defraud
creditors) by selling assets or entering into simulated transactions (sham);

e thefinancia ingtitution sellsits main assetsto third parties without approval from all creditors and
without remaining with sufficient assets to secure payment of debts;

e thefinancial ingtitution creates (or seeksto create) security over assets, in respect of existing debts,
without maintai ning sufficient free and clear assets to secure payment of debts; or

e thefinancial ingtitution leaves its establishment without alegal representative to run the business and
without sufficient assetsto pay creditors.

Except for the first two bullet points above, these situations would be grounds for an intervention only to the
extent that it is afeasible aternative to the liquidation of the financial institution.

As of the date on which it is ordered, the intervention will automatically: (i) suspend the enforceability of
payable obligations; (ii) suspend maturity of any previously contracted obligations; and (iii) freeze deposits
existing on the date on which the intervention is ordered. The intervention ceases: (a) if interested parties
undertake to continue the economic activities of the financial institution, by presenting the necessary
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guarantees, as determined by the Central Bank; (b) when the situation of the financial institution is
normalized, as determined by the Central Bank; or (c) when extra-judicial liquidation or bankruptcy of the
entity is ordered.

Intervention may also be ordered upon the request of a financial institution’s management. Any such
intervention period should not exceed nine months, which may be extended only once for up to six additional
months by the Central Bank. The intervention proceedings are terminated if the Central Bank establishes that
theirregularities that have triggered an intervention have been eliminated. Otherwise, the Central Bank may
extra-judicially liquidate the financial ingtitution or authorize the intervener to file for voluntary bankruptcy
under the Brazilian Bankruptcy Law, or BBL, among other situations, if the assets of the intervened
institution are insufficient to satisfy at least 50.0% of the amount of its outstanding unsecured debts.

Extra-judicial Liquidation

Extra-judicial liquidation is an administrative proceeding ordered by the Central Bank (to financial
institutions other than those controlled by the Brazilian federal government) and conducted by a liquidator
appointed by the Central Bank. This extraordinary measure aims at terminating the activities of atroubled
financial ingtitution, liquidating its assets and paying its liabilities, asin an-extra judicially decreed
bankruptcy.

The Central Bank will order the extra-judicial liquidation of afinancial institution if:

e the institution’s economic or financial situation is at risk, particularly when the institution ceases to
meet its obligations as they become due, or upon the occurrence of an event that indicates a state of
insolvency under the rules of the BBL;

e management serioudly violates Brazilian banking laws, regulations or rulings;

e theingtitution suffers aloss which subjectsits unprivileged and unsecured creditors to severe risk;
and/or

e upon revocation of the authorization to operate, the institution does not initiate ordinary liquidation
proceedings within 90 days or, if initiated, the Central Bank determines that the pace of the
liquidation may harm the institution’s creditors.

The decree of extra-judicial liquidation will: (i) suspend the actions or foreclose on rights and interests
relating to the estate of the entity being liquidated, and no other actions or executions may be brought during
theliquidation; (ii) accelerate the obligations of the entity; (iii) interrupt the statute of limitations with regard
to the obligations assumed by the institution; (iv) avoid penalties provided in agreements that became due by
virtue of the extra-judicial liquidation; (v) ratably deduct interest until the date when the debts are paid in full;
(vi) avoid fines for infringement of criminal or administrative laws; and (vii) freeze all assets belonging to the
managers (who acted as managers in the 12 months preceding the declaration of liquidation of the financial
institution (this rule also applies to the intervention process)) until their respective liabilities are fully settled.

The extra-judicial liquidation will also cease: (i) if interested parties undertake to continue the company’s
business activities, by presenting the necessary guarantees, at the discretion of the Central Bank; (ii) with the
approval of the final accounts of the liquidator and entry in the appropriate public registry; (iii) when
converted into ordinary liquidation; or (iv) with a decree of bankruptcy.

On the other hand, a request for liquidation procedures can be filed on reasonable grounds by the officers of
the respective financial institution or by the receiver appointed by the Central Bank in the receivership
proceedings.
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Temporary Special Administration Regime (RAET)

In addition to the intervention procedures described above, the Central Bank may also establish a RAET,
which isalessintrusive form of intervention in private and non-federal public financial institutions. A RAET
also allows troubled institutions to continue to operate their activitiesin the ordinary course. The RAET may
be ordered in the case of an institution which:

e entersinto recurrent operations that are against economic or financial policies set forth in federal
law;

o facesashortage of assets;

e failsto comply with the compulsory reservesrules;

e hasreckless or fraudulent management;

e carriesout activities which call for an intervention; or

e the occurrence of any of the situations described above that may result in a declaration of
intervention.

The main objective of a RAET isto assist the troubled institution under special administration to recover and
avoid intervention and/or liquidation. A RAET does not affect the day-to-day business, operations, liabilities
or rights of the financial institution, which continues to operate in the ordinary course.

Thereis no minimum term for aRAET, but such procedure ceases upon the occurrence of any of the
following events: (i) acquisition of control of the financial institution by the Brazilian federal government, (ii)
corporate restructuring, merger, spin-off, amalgamation or transfer of the controlling interest of the financial
institution, (iii) decision by the Central Bank or (iv) declaration of extra-judicial liquidation of the financial
institution.

Repayment of Creditorsin a Liquidation or Bankruptcy

In the event of extra-judicial liquidation or bankruptcy of afinancial institution, creditors are paid pursuant to
their priorities and privileges. Pre-petition claims are paid on a pro rata basis in the following order:

e labor claims, capped at an amount equal to 150 times the minimum wages per employee, and claims
relating to occupational accidents;

e secured claims up to the encumbered asset value;
e tax claims, except tax penalties;

e claimswith special privileges,

e claimswith genera privileges;

e unsecured claims;

e contractual fines and pecuniary penalties for breach of administrative or criminal laws, including
those of atax nature; and

e subordinated claims.

Super-priority and post-petition claims (for example, costs related to the liquidation or bankruptcy procedure,
as defined under the BBL), are paid with preference over pre-petition claims.

In November 1995, the Central Bank created FGC to guarantee the payment of funds deposited with financial
institutions in case of intervention, administrative liquidation, bankruptcy or other state of insolvency. The
member entities of the FGC are financial institutions, which take demand, time and savings deposits, as well
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as savings and loan associations. The FGC is funded principally by mandatory contributions from all
Brazilian financial ingtitutions that work with customer deposits.

The FGC is adeposit insurance system that guarantees, pursuant to CMN Resolution No.4,087 of May 24,
2012, as amended, a maximum amount of R$70,000 of deposit and certain credit instruments held by a
customer against a financial institution (or against member financial institutions of the same financial group).
The liability of the participating institutionsis limited to the amount of their contributions to the FGC, with
the exception that in limited circumstances if FGC payments are insufficient to cover insured losses, the
participating institutions may be asked for extraordinary contributions and advances. The payment of
unsecured credit and customer deposits not payable under the FGC is subject to the prior payment of all
secured credits and other credits to which specific laws may grant special privileges.

In addition, two laws, introduced in 1995, affect the priority of repayment of creditors of Brazilian banksin
the event of their insolvency, bankruptcy or similar proceedings. First, Law No. 9,069 confersimmunity from
attachment on compulsory deposits maintained by financial institutions with the Central Bank. Such deposits
may not be attached in actions by a bank’s general creditors for the repayment of debts. Second, Law No.
9,450 requires that the assets of any insolvent bank funded by loans made by foreign banks under trade
finance lines be used to repay amounts owing under such linesin preference to those amounts owing to the
general creditors of such insolvent bank.

Cancellation of Banking License

The Banking Reform Law, together with specific regulations adopted by CMN’s Resolution No. 1,065 of
December 5, 1985, as amended, provides penalties that can be imposed upon financial institutions in certain
situations. Among them, a financial institution may be subject to the cancellation of its license to operate
and/or to perform exchange transactions. Such a cancellation is applicable under certain circumstances
established by the Central Bank, such asin the case of repeated violation of the Central Bank regulations by
the management of the financial institution or negligence of the financial ingtitution in pursuing adequate
banking practices concerning its exchange activities.

Pursuant to CMN’s Resolution No. 4,122 of August 2, 2012, the Central Bank may also cancel the financial
institution’s authorization to operate if one or more of the following situations occur: (i) failure to carry out
the financial transactions that usually characterize the type of financia ingtitution in which the respective
entity is classified, (ii) operational inactivity, without acceptable justification, (iii) the institution is not located
at the address that was provided to the Central Bank, (iv) failure to provide the financial statements required
by the regulations to the Central Bank for over four months without acceptable justification, and/or (v) failure
to observe the agreed business plan. The cancellation of a banking license may only occur after the
appropriate administrative proceedings are carried out by the Central Bank.

Anti-Money Laundering Regulations and Banking Secrecy in Brazl

Pursuant to Circular 3,461 enacted by the Central Bank on July 24, 2009, as amended, which consolidated and
improved Brazilian anti-money laundering legislation, financial institutions (including their branches and
subsidiaries abroad) are required to: (i) keep up-to-date records regarding their customers (including
statements of purpose and nature of transactions and the verification of characterization of customers as
politically-exposed individuals); (ii) adopt preventive policies and internal procedures; (iii) record
transactions involving Brazilian and foreign currency, securities, metals or any other asset which may be
converted into money, including specific registries for issuance or recharging of prepaid cards; (iv) maintain
records of transactions carried out by individuals or entities belonging to the same group of companiesin an
amount that exceeds R$10,000 in a calendar month or reveals a pattern of activity that may suggest a scheme
to avoid identification; (v) review transactions or proposals that may indicate criminal activity; (vi) maintain
records of every transfer of funds related to (a) deposits, wire transfers, and checks, among others and (b)
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issuances of checks and order of payments, among others, in amounts that exceed R$1,000; and (vii) notify
the relevant authority of any transaction that may be considered suspicious by the financial institution.

The financial institutions must inform the Central Bank (without notifying the customer) of any transactions
of the type referred to under (iii) and (iv) above that exceed R$100,000. Notwithstanding, the financial
institutions must review transactions that have characteristics which may indicate the existence of a crime and
inform the Central Bank within one business day of the proposed or executed transaction, in accordance with
Law No. 9,613 enacted on March 3, 1998, as amended. The records referred to above must be maintained for
at least five years or ten years, depending on the nature of the information, from the end of the relationship
with the customer. Failure to comply with any of the obligations indicated above may subject the financial
institution and its officers and directors to fines and penalties that vary in amount (between 1.0% and 100.0%
of the transaction amount or 200.0% over any profit generated or over the transaction amount) and which
could lead to officers and directors to be considered ineligible to exercise any position at a financial institution
and/or the cancellation of the financial institution’s operating license.

Government and auditors from the Brazilian Internal Revenue Service may also inspect an institution’s
documents, books and financial registry in certain circumstances. On March 3, 1998, the Brazilian
government created the Council of Control of Financial Activities (Conselho de Controle de Atividades
Financeiras), or COAF, which operates under the Ministry of Finance. The purpose of the COAF isto
investigate, examine, identify and impose administrative penaltiesin respect of any suspicious or unlawful
activities related to money laundering in Brazil. The COAF is comprised of a president appointed by the
Ministry of Finance and eleven members of the council, one of whom is appointed by each of the following
entities: (i) the Central Bank; (ii) the CVM:; (iii) the Ministry of Foreign Affairs; (iv) the SUSEP; (v) the
Federal Revenue Service (Secretaria da Receita Federal); (vi) the Office of the Attorney-General of the
Brazilian National Treasury; (vii) the Federal Police Department; (viii) the Federal Intelligence Agency; (ix)
the Ministry of Justice; (x) the Ministry of Social Security; and (xi)Federal General Controller (Controladoria
Geral da Unido). The term of office of each of the president and the other members of the council isthree
years.

On March 12, 2012, the Central Bank amended the rules applicable to procedures that must be adopted by
financial ingtitutions in the prevention and combat of money laundering and terrorism financing, as a response
to the recommendations of the Financial Action Task Force. The main measuresinclude: (i) enactment of
Circular No. 3,583, which sets forth that (a) financial institutions must not initiate any relationship with
clients or proceed with existing relationships, if it is not possible to fully identify such clients and (b) anti-
money laundering procedures are also applicable to agencies and subsidiaries of Brazilian financial
institutions located abroad; (ii) enactment of Circular No. 3,584, establishing that the institutions authori zed to
operate in the Brazilian foreign exchange market with financial institutions located abroad must verify if the
other party is physically present in the country where it was organized and licensed or is effectively
supervised; and (iii) enactment of Letter Circular No. 3,542, which increases the list of examples of
transactions and situations which may characterize evidence of occurrence of money laundering, tending to
improve the communication between financial institutions and the COAF.

Brazilian financial institutions are also subject to strict bank confidentiality regulations and must maintain the
secrecy of their banking operations and services provided to their customers. The only circumstancesin which
information about customers, services or transactions of Brazilian financia institutions or credit card
companies may be disclosed to third parties are the following: (i) express consent of the interested parties; (ii)
the exchange of information between financial institutions for record purposes; (iii) the supply to credit
reference agencies of information based on data from the records of issuers of bank checks drawn on accounts
without sufficient funds and defaulting debtors; and (iv) as to the occurrence or suspicion that criminal or
administrative illegal acts have been performed, in which case the financial ingtitutions and the credit card
companies may provide the competent authorities with information relating to such criminal acts when

215



REGULATORY OVERVIEW

necessary for the investigation of such acts. Complementary Law No. 105/01 also allows the Central Bank or
the CVM to exchange information with foreign governmental authorities, provided that a specific treaty in
that respect may have been previously executed.

Politically Exposed Individualsin Brazil

Pursuant to Circular No. 3,461, issued by the Central Bank on July 24, 2009, as amended, financia
institutions (including their branches and subsidiaries abroad) and other ingtitutions authorized to operate by
the Central Bank are required to take certain actions to establish business relationships with, and to follow-up
on, financial transactions of customers who are deemed so-called "politically exposed individuals."

For purposes of this regulation, politically exposed individuals are public agents and their immediate family
members, spouses, life partners and step-children who occupy or have occupied arelevant public office or
position over the past five yearsin Brazil or other countries, territories and foreign jurisdictions.

Circular No. 3,461 provides that the internal procedures developed and implemented by such financial
institutions must be structured in such away as to enable the identification of palitically exposed individuals,
as well asthe origin of the funds involved in the transactions of such customers.

Auditing Requirements

We are required under the rules set forth by the Central Bank to prepare financial statements in accordance
with the rules and accounting guidelines from the Central Bank (which are also part of Brazilian GAAP). Asa
financial ingtitution, we are required by the Central Bank to (i) present annual and semi-annual audited
financial statements; and (ii) file quarterly financial information with the Central Bank, with a specific review
report prepared by independent auditors.

Under CMN Resolution No. 3,786 enacted on September 24, 2009, as from December 31, 2010, we are
required to present, in addition to the statutory annual financial statements prepared under the accounting
guidelines from the Central Bank, annual consolidated financial statements prepared in accordance with IFRS,
and accompanied by an independent audit report confirming that the financial statements have been so
prepared.

Independent Auditorsin Brazl

On May 27, 2004, the CMN issued Resolution No. 3,198, which regulates the rendering of independent
auditors’ services to financial institutions and other institutions authorized to operate in Brazil by the Central
Bank, as well as clearing houses and clearing and custody service providers. According to CMN Resolution
No. 3,198, financial institutions (except for microcredit loan societies) must be audited by independent
auditors. Financial institutions may only engage independent auditors that are duly registered with the CVM
and certified as specialists in banking analysis by the Central Bank. The Central Bank has recently amended
previous rules it had established regarding the independence of auditors, and its current rules require a
rotation for a period of at |east five consecutive years for the partner in charge, manager, supervisor or any
other members of the independent audit team who have had a managerial level role in the auditing work of a
financial ingtitution. Additional requirements imposed by the Central Bank relating to the work performed by
independent auditors for afinancial institution in Brazil, include the following:

e review during the execution of audit procedures, to the extent deemed necessary, the financial
institution’s internal controls and procedures, including in relation to its el ectronic data processing
system, and identify any potential failings; and

e report on the financial institution’s non-compliance with any applicable regulation to the extent it is
materia to its financial statements or activities.
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Independent auditors and the fiscal council, when established, must notify the Central Bank of the existence
or evidence of error or fraud within three business days of the identification of such error or fraud, including:

non-compliance with rules and regulations that place the continuity of the audited entity at risk;

fraud of any amount perpetrated by the management of the institution;

material fraud perpetrated by the institution’s employees or third parties; and

material errorsin the accounting records of the audited entity.
Audit Committee

CMN Resolution No. 3,198, as amended, requires financial institutions and certain other entities holding a
reference net worth equal to or greater than R$1.0 billion to establish a corporate body designated as an "audit
committee," which must be composed of at least three individual members, with a maximum term of office of
five years each for publicly held companies. At least one of the members of the audit committee must have
specific accounting and financial knowledge. The institution’s fiscal council may perform the duties of the
audit committee, provided it operates on a permanent basis, subject to the provisions of Resolution No. 3,198.

In addition, Brazilian legislation also permits the creation of a single committee for an entire group of
companies. In this case, the audit committee or the fiscal council, as the case may be, should be responsible
for any and all financial institutions comprising the same group, provided that these financia institutions
comply with the requirements mentioned above.

Ombudsman Office

CMN Resolution No. 3,849, of March 25, 2010, or Resolution No. 3,849, establishes that financial institutions
and other entities authorized to operate by the Central Bank (in the latter case, to the extent they have micro-
enterprises as clients) are required to create an ombudsman office, or Ombudsman Office, independent from
internal audit, and compatible with the nature and complexity of their products, services, activities, processes
and systems. The Ombudsman Office needs to meet the requirements set forth in Resolution No. 3,849, taking
into account efficiency in responding to clients’ complaints and opinions, internal handling of deficiencies
identified in operating processes, staff training, semi-annual reporting to the Central Bank, and adding value
to the Bank’s business and internal control through appropriate reporting to senior management on the nature
of these demands.

Pursuant to Resolution No. 3,849, the by-laws of financial institutions shall provide for: (a) the duties of the
Ombudsman Office; (b) criteriafor the election and the removal of the ombudsman, as well asits term of
office; and (c) the express commitment of the financial institution to create conditions to permit the
Ombudsman Office to operate transparently, independently, impartially and objectively, and ensure the
Ombudsman Office’s access to information to prepare replies to the complaints received.

Resolution No. 3,849 sets forth that financial institutions are required to appoint an ombudsman and an officer
responsible for the Ombudsman Office before the Central Bank, provided that the following requirements are
met:

e the officer responsible for the Ombudsman Office is authorized to hold another position at the
financial ingtitution, except for the position as officer responsible for managing third party funds;

e incase of full-service banks, commercial banks, savings and loans banks and credit, financing and
investment companies, the ombudsman cannot hold any other position in the financial institution,
except for the position as officer responsible for the Ombudsman Office;

e if the same person is appointed to both the ombudsman and the Ombudsman Office’s officer
positions, such person is prohibited from holding any other position in such financial institution; and
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e theinformation data about the officer responsible for the Ombudsman Office and the ombudsman
must be inserted and updated into the information system designated by the Central Bank.

Foreign Investment in Brazilian Financial Institutions

The Constitution of Brazil permits foreign individuals or companies to invest in the voting shares of Brazilian
financial ingtitutions only if they have specific authorization from the President of Brazil based on national
interest or reciprocity. In addition, foreign investors may acquire publicly traded non-voting shares of
Brazilian financial ingtitutions traded on a stock exchange without specific authorization.

Regulation of Branchesand Subsidiaries

As provided by CMN Resolution No. 2,723, of May 31, 2000, as amended by CMN Resolution No. 4,062 of
May 29, 2012, the Central Bank requires authorization for operations of foreign branches or subsidiaries of
Brazilian financial ingtitutions, including compliance with the following: (i) the institution must have beenin
operation for at least six years; (ii) the institution must be in compliance with operational limits currently in
force; (iii) the institution’s paid-up capital and net worth must meet the minimum levels established in Exhibit
Il to CMN Resolution No. 2,099, of August 17, 1994, as amended, plus an amount corresponding to 300.0%
of the minimum paid-up capital and net worth required by Central Bank regulations for the installation of
commercial banks; and (iv) the Brazilian financial institution must present to the Central Bank a study on the
economic and financial viability of the subsidiary, branch or investment.

In addition, the Central Bank will only grant such authorization if it has access to information, data and
documents relating to the operations and accounting records of the financial institution in which it has a direct
or indirect holding abroad. Any delaysin providing the Central Bank with the required information and
documents will subject the relevant financial intitution to fines. Furthermore, the failure by a Brazilian bank
to comply with the requirements of CMN Resolution No. 2,723 would imply the deduction of a designated
percentage of the assets of such branch or subsidiary from the net worth of such bank for the purpose of
calculating such bank’s compliance with the capital adequacy requirements of the Central Bank, regardless of
other penalties applied pursuant to the applicable regulation, including the cancellation of the authorization of
the Central Bank.

The Central Bank’s prior authorization is also required: (i) in order to allocate new funds to branches or
subsidiaries abroad; (ii) for capital increases, directly or indirectly, of subsidiaries abroad; (iii) in order to
increase equity interests, directly or indirectly, in subsidiaries abroad; and/or (iv) in order to merge with or
spin-off from, directly or indirectly, subsidiaries abroad. These requirements are only applicable if such
subsidiary is afinancia institution or similar entity.

Equity Participations by Financial Institutions

As provided by CMN Resolution No. 2,723, of May 31, 2000, as amended by CMN Resolution No. 4,062, of
May 29, 2012, financial institutions may only directly or indirectly hold equity in legal entities (incorporated
locally or abroad) that supplement or subsidize the financial institutions’ activities, provided they obtain prior
authorization from the Central Bank and that the other entity does not hold equity of the financial institution.
However this requirement for authorization does not apply to (i) equity intereststypically held in the
investment portfolios of investment banks, development banks, development agencies (agéncias de fomento)
and multiservice banks with investment or development portfolios; and (ii) temporary equity interests not
registered as permanent assets of the financial institution.

Asset M anagement Regulation

Asset management was previously regulated by the Central Bank and the CVM. Pursuant to Law No. 10,198,
of February 14, 2001, as amended, and Law No. 10,303 of October 31, 2001, the regulation and supervision
of both financial mutual funds and variable income funds, as well as transactions involving derivatives, were
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transferred to the CVM. On July 5, 2002, the CVM and the Central Bank entered into a memorandum of
understanding under which they agreed on the general terms and conditions for the transfer of such dutiesto
the CVM. The asset management industry is also self-regulated by ANBIMA (Associacéo Brasileira das
Entidades dos Mercados Financeiro e de Capitais), which enacts additional rules and policies, especially with
respect to marketing and advertising.

According to CVM Instruction No. 306, of May 5, 1999, as amended, individuals or entities authorized by the
CVM may act as managers of third party assets. Financial institutions must segregate the management of third
party assets from their other activities. These institutions must appoint an officer as the agent responsible for
the management and supervision of such assets.

The Central Bank, except in very specific circumstances, has prohibited institutions that manage third party
assets and their affiliated companies from investing in fixed rate income funds that they also manage. The
CVM adlowsinvestmentsin equity funds. There are specific rules regarding mutual fund portfolio
diversification and composition, which aim to reduce exposure to certain types of risk.

The Central Bank issued Circular No. 3,086 of February 15, 2002, as amended, which establishes criteria for
the registration and accounting eval uation of titles, securities and financial instruments, derivatives that form
financial investment funds, application fundsin quotas at investment funds, individual programmed
retirement funds and offshore investment funds. By this Circular, the Central Bank ordered fund managers to
mark their fixed-income securities to market. Hence, the fund’s portfolio assets must be accounted for at their
fair market value, instead of their expected yield to maturity. As aresult of this mark-to-market mechanism,
the fund quotas reflect the fund’s net asset value.

On August 18, 2004, the CVM enacted Instruction No. 409, as amended, which consolidated the rules
applicable to investment funds (except for structured investment funds, which are regulated by specific rules).

Regulation in the Cayman Islands

Banks and trust companies in the Cayman Islands must be licensed under the Banks and Trust Companies
Law (2009 Revision). Licenses are granted by the Cayman Islands Monetary Authority. It is government
policy that bank licenses should only be granted to applicants with an established track record in the banking
or finance industry and that a branch or a new entity is or will be a member of a group with acceptable home-
base supervising regulation.

Under the Banks and Trust Companies Law (2009 Revision), as amended, there are two basic categories of
banking license: an "A" license, which permits unrestricted domestic and off-shore business, and a"B"
license, which permits only off-shore business. According to the Cayman Islands Monetary Authority’s
website, currently there are 15 banks holding "A" licenses and 218 banks holding "B" licenses. The holder of
a"B" license may have an office in the Cayman Islands and conduct business with other licensees and
offshore companies but, except in limited circumstances, may not do business locally with the public or
residents in the Cayman Islands.

Branches of foreign banks operating in the Cayman Islands, such as Banco BTG Pactual S.A., must maintain
the minimum capital adequacy requirements as stipulated by their home jurisdictions. All other bank license
holders are required to comply with the Cayman Islands Monetary Authority’s implementation of the Basel II
Framework for capital adegquacy requirements.

Regulation in Bermuda
Overview

BTG Pactual Participations and BTGI are subject to Bermuda laws. Bermuda is a self-governing dependent
territory of the United Kingdom. Bermuda’s legal system is based upon the English legal system. Bermuda
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has its own legislature which enacts legislation for Bermuda. In addition, certain United Kingdom legislation
is extended to Bermuda by the United Kingdom legislature and is effective in Bermuda.

Bermuda courts frequently cite and apply English case law. Decisions of the English House of Lords and
Court of Appeal are regarded as highly persuasive and are generally followed by Bermuda courts. Decisions
of English trial courts and Commonwealth courts are also cited in Bermuda. Their persuasiveness depends on
the strength of the judicial reasoning and the standing of the judge who issued the decision. The Judicial
Committee of the Privy Council sitting in London isthe highest appellate court for Bermuda and decisions of
that Committee are formally binding upon Bermuda courts.

I nsolvency

Bermuda law recognizes the rights of secured creditors to enforce security given by a Bermuda company over
its property. Secured creditors may appoint receiversif thisright is expressly given in the relevant charge
document or a Bermuda court may do so in its discretion. Bermuda’s insolvency regime is otherwise premised
upon the concept of pari passu distribution of assets amongst the creditors of the insolvent company.

Insolvency proceedings to which a Bermuda company may be subject in Bermuda are (i) liquidation and (ii)
receivership. Two additional reorganization processes under Bermuda law not necessarily related to the
insolvency of the party are (i) winding up on just and equitable grounds and (ii) schemes of arrangement.

There are two types of insolvent liquidations in Bermuda — voluntary and compulsory. A voluntary
liquidation is usually brought at the instance of the company itself, while a compulsory liquidation is
commenced by way of a petition presented to the Supreme Court in Bermuda by creditors or shareholders
upon which the Supreme Court will be requested to make awinding up order. There are a number of
circumstances provided for in Section 161 of the Bermuda Companies Act in which a Bermuda company may
be wound up by the Supreme Court, the most common of which is when the company is insolvent.

In the case of insolvency, the petition can be presented by the company, a creditor or shareholder, and for this
purpose “creditor" includes a contingent or prospective creditor. The petitioner must show that the company is
insolvent, which can be proved in one of three ways:

e commercial insolvency, whereby the company is unable to pay its debts as they fall due;
e balance sheet insolvency, whereby assets do not exceed liabilities; or

o if astatutory demand for aliquidated sum is served on the company and remains unpaid, without
reasonable excuse, for at least three weeks.

Upon granting the appointment of a liquidator, the rights and duties of the directors of an insolvent Bermuda
company cease. The liquidator is required to collect the assets of the company and distribute them pari passu
amongst unsecured creditors. There are no bankruptcy treaties in force under the laws of Bermuda.

A Bermuda court may make an order in a Bermuda liquidation proceeding that will aid insolvency
proceedings involving assets of a Bermuda company located outside Bermuda. Such an order may include: (i)
making orders or granting such relief as may be appropriate to facilitate or implement arrangements to
coordinate Bermuda insolvency proceedings with foreign insolvency proceedings; (ii) appointing a
provisional liquidator in respect of any property of the debtor; (iii) staying or terminating or making any order
in relation to Bermuda insolvency proceedings as the court consider appropriate; and (iv) making such orders
or granting such other relief as the court considers appropriate.

Under Bermuda law, certain transactions may be set aside or otherwise be varied or amended by order of a
Bermuda court when an insolvent Bermuda company goes into liquidation. This primarily occurs when there
isan impugned transaction is (i) a fraudulent preference; or (ii) atransaction which is afraud on creditors.
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Section 237 of the Bermuda Companies Act provides that transactions involving payments to creditors
within six months prior to a petition for insolvent liquidation being presented may be set aside if made with
the dominant intention of preferring those creditors over others.

Under the Bermuda Conveyancing Act, as amended, certain dispositions of a Bermuda company’s property
are voidable if (i) the disposition was made with the dominant purpose of putting the property out of the reach
of creditors and (ii) an obligation to the person seeking to set the disposition aside existed at the time of the
disposition or was reasonably foreseeable at that time. The limitation period on such dispositionsis six years
from the transfer or, if later, from the time when the obligation arose or cause of action accrued. Transactions
entered into on an arm’s length basis are unlikely to constitute transactions which are capable of being
avoided under this statute.

Under Section 166 of the Bermuda Companies Act, any disposition of the company’s property made after the
commencement of the winding-up is, unless the court orders otherwise, void. Directors and officers may be
personally liable for debts of the company if it is determined that they carried on the business of the company
knowing it was insolvent and with the intent to defraud creditors (Section 246 of the Bermuda Companies
Act). A liquidator has the power to investigate the affairs of an insolvent company and to determine and, if
felt necessary, take action against directors for breach of duty.

Any floating charge made within 12 months immediately preceding presentation of the petition shall be
invalid unless (a) the company was solvent at the time of creation or (b) the charge was in respect of monies
advanced specifically at the time the security was given.

Set-off in respect of debtsis permissible provided there exists mutuality and the sumin question is a debt as at
the date of liquidation.

A final and conclusive judgment in the superior courts of the United Kingdom against BTG Pactual
Participations under which a sum of money is payable (not being in respect of multiple damages, or afine,
penalty, tax or other charge of similar nature) would, on registration in accordance with the provisions of The
Judgments (Reciprocal Enforcement) Act 1958 of Bermuda, be enforceable in the Supreme Court of Bermuda
against a Bermuda company without the necessity of any retrial of the issues subject of such judgment or any
re-examination of the underlying claims; however, where such foreign judgment is expressed in a currency
other than Bermuda dollars, the registration will involve the conversion of the judgment debt into Bermuda
dollars on the basis of the exchange rate prevailing at the date of such judgment asis equivalent to the
judgment sum payable. The present policy of the Bermuda Monetary Authority isto give consent for the
Bermuda dollar award made by the Supreme Court of Bermudato be paid in the original judgment currency.

Exemption from Authorization

BTGI has received an exemption from the Bermuda Monetary Authority pursuant to Section 7 of the
Investment Funds Act 2006, as amended, or IFA, from the requirement of authorization under the IFA. Asan
exempt fund, BTGI is required, among other things, to pay an annual fee and appoint a recognized
administrator and auditor.

Regulation in the United Kingdom

One of our operating entities, BTG Pactual Europe LLP, or BTG Pactual Europe, is authorized by the FSA to
provide investment services in the United Kingdom. As an FSA authorized investment advisor, BTG Pactual
Europe’s operations are subject to the supervision of the FSA, and BTG Pactual Europe is required to comply
with the rules issued by the FSA regarding its operations. The FSA rules require BTG Pactual Europe to meet
the standard set for different areas of its operations. The FSA rules are concerned with, among other matters,
the following items:

e satisfying at all times the threshold conditions for authorization;
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¢ having adequate senior management arrangements, systems and controls which includes operational,
market, counterparty and other risk assessment;

e regulatory capita requirements;

e conduct of business requirements, including the fair treatment of customers and the suitability of
investment decisions made for client portfolios;

e training and qualifications of employees and management;

e complaints handling processes,

e internal systems and controls with regard to market abuse and insider dealing; and
e executive remuneration.

BTG Pactual Europe must also, in undertaking its business and operations, act in accordance with the FSA’s
Statements of Principle for Businesses, or the Principles. Pursuant to these Principles, BTG Pactual Europeis
required to:

e conduct its business with integrity and with due skill, care and diligence;

e take reasonable care to organize and control its affairs responsibly and effectively, with adequate risk
management systems;

e maintain adequate financial resources;
e observe proper standards of market conduct;
e pay dueregard to the interests of its customers and treat them fairly;

e pay dueregard to the information needs of its clients, and communicate information to them in away
whichisclear, fair and not misleading;

e manage conflicts of interest fairly, both between itself and its customers and between a customer and
another client;

e take reasonable care to ensure the suitability of its advice and discretionary decisions for any
customer who is entitled to rely upon its judgment;

e arrange adequate protection for clients’ assets when it is responsible for them; and

e deal withitsregulatorsin an open and cooperative way, and disclose to the FSA appropriately
anything relating to BTG Pactual Europe of which the FSA would reasonably expect notice.

Regulation in the United States

The securities industry is subject to extensive regulation under U.S. federal and state laws. Accordingly, we
and certain of our U.S. subsidiaries are subject to regulation, including periodic examination, primarily at the
federal level, by the SEC and FINRA, a self-regulatory organization, and other government agencies and
regulatory bodies.

Our subsidiary, BTG Pactual Asset Management US, LLC, isregistered as an investment adviser with the
SEC and is subject to various laws and regulations that are primarily intended to protect investment advisory
clients. The Investment Advisers Act of 1940, as amended, or the Advisers Act, imposes numerous
obligations on investment advisers, including record-keeping, operational and marketing requirements,
disclosure obligations, and prohibitions on fraudulent activities. Investment advisers are also subject to certain
state securities laws and regulations. FINRA itself is subject to oversight by the SEC.
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Our subsidiary, BTG Pactual US Capital, LLC, isregistered as a broker-dealer with the SEC and is a member
of FINRA. Our broker-dealer has a membership agreement with FINRA that limits the scope of its permitted
activities, and our broker-dealer is required to comply with various laws and regulations. Broker-dealers are
subject to regulations that cover all aspects of the securities business, including sales methods, trade practices
among broker-dealers, use and safekeeping of customers’ funds and securities, capital structure, record-
keeping, the financing of customers’ purchases and the conduct and qualifications of directors, officers and
employees. In particular, as aregistered broker-dealer and member of FINRA, BTG Pactual US Capital, LLC
is subject to the SEC’s uniform net capital rule, Rule 15¢3-1 under the Exchange Act. Rule 15¢3-1 specifies
the minimum level of net capital a broker-dealer must maintain and also requires that a significant part of a
broker-dealer’s assets be kept in relatively liquid form. Our broker-dealer is required to maintain minimum
net capital of US$100,000. Broker-dealers are also subject to certain state securities laws and regulations.

In addition, U.S. Congress, regulators, and others continue to consider increased regulation of the securities
industry and, in particular, the private investment fund industry, including placing limits on certain trading
activities, increasing trading costs and requiring greater reporting requirements. It is difficult to predict how
changes in regulations might affect us, the markets in which we trade and invest, and the counterparties with
which we do business. We may be materially and adversely affected by new legislation, rule-making, or other
changesin the interpretation of enforcement of existing rules and regulations by various regulators.

Non-compliance with federal and state securities laws and regulations could result in investigations,
sanctions, disgorgement, fines, damage to our reputation and termination of our investment adviser’s or our
broker-dealer’s authorization to conduct its business.
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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 servicesto aBrazilian and global
client base that includes corporations, institutional investors, governments and high net worth individuals, or
HNWI.

Our Business

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 Salesand Trading, which offersfinancial products and services to a diverse group of clientsin 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 classesto Brazilian and international clients;

e Waealth 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 corporationsin 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
investmentsin avariety of financial instrumentsin globa markets, which investments are primarily
managed by our asset management unit.

We are committed to further expand our platform outside of Brazil and in 2012 we acquired Celfin, aleading
broker dealer in Chile that also operates in Peru and Colombia and Bolsay Renta, aleading broker dealer in
Colombia. Both Celfin and Bolsay Renta have awide 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 Bolsay Renta represent milestonesin our effortsto replicate our
history of successin Brazil throughout Latin America, and uniquely position us as a true leader throughout
theregion.

Our Structure

BTG Pactual includes both Banco BTG Pactual and BTG Pactual Participations/BTGI. The two entities are
sister entities that have the same ultimate beneficial owners. Banco BTG Pactual, our principal operating
company, was founded as a small broker-dealer and has grown by creating new business units and expanding
the activities within these business units. BTGl is the investment vehicle for many of BTG Pactual’s principal
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investments (including most of its non-Brazilian investments and certain of its Brazilian investments) and was
originally formed in late 2008. BTGI acts as a vehicle for part of our principal investment business, and has
no operating activities or employees. Its assets are managed by the asset management unit of Banco BTG
Pactual, which receives arm’s length fees and commissions from BTGI for its services. Such fees and
commissions are primarily recorded as revenues in Banco BTG Pactual’s asset management unit.

Asof December 31, 2012, BTG Pactual has over 2,195 professionals and offices on four continents: South
America (Sdo Paulo, Rio de Janeiro, Brasilia, Recife, Porto Alegre and Belo Horizonte), North America (New
Y ork), Europe (London) and Asia (Hong Kong), including Celfin, which has approximately 500 professionals
and officesin Chile, Peru and Colombia as of December 31, 2012, and excluding Bolsay Renta, which has
approximately 260 professionals and offices in Colombia and Peru as of December 31, 2012.

On April 30, 2012, we completed our 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 the
capital stock of Banco BTG Pactual 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 NY SE Alternext Amsterdam, the multilateral trading facility operated by
Euronext Amsterdam N.V. The mgjority of the Units offered in theinitial public offering are represented by
primary securities, resulting in gross proceeds to us of approximately R$2,587.5 million. We have used, and
expect to continue to use, the proceeds from our initial public offering to, among other things, increase our
corporate lending and sales and trading operations and devel op new lines of business.

Our Combined Results and Financial Condition

For the year ended December 31, 2012, our revenues were R$6,817.6 million and our combined net income
was R$3,255.6 million. As of December 31, 2012, our combined shareholders’ equity was R$14,145.0
million, and we managed a total of R$170.7 billion in our asset management unit and R$50.7 billion in our
wealth management unit. Our different business units produce a combination of fee and trading revenues that
have allowed usto 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 27.1%, with no year being lower than 21.3%.

The following table shows key performance data on a combined basis for the periods indicated:

Asof and for the year ended December 31, CAGR

2010 2011 2012 2010-2012
(in R$ millions, except as otherwise indicated) %
Total revenue®@ ..., 2,524.7 3,201.0 6,817.6 64.3%
NELINCOME .o 1,127.2 1,921.7 3,255.6 70.0%
Shareholders’ equity .......cccooeerienieieieieiees 7,346.4 8,540.1 14,145.0 38.8%
ROAE (90)®® oo 27.5% 24.2% 28.7% -
AUM and AUA (in R$ billiong).................. 91.5 120.1 170.7 36.60%
WUM (in R$billions) @ ........coocovvvvvvinrrerienns 31.2 38.9 62.2 41.20%
BIS capital ratio .......cocovvereveeeeeeererss e 21.5% 17.7% 17.3% -
(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.
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Our Partnership

We operate as a partnership, currently with 184 Partners, who are also executives in our group. The Partners
currently own approximately 76.4% of our equity, and approximately 71.9% 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 65.2% of our equity. The portion of our
equity not owned by Partnersis owned by members of a consortium of investors who purchased such equity
in December 2010, former partners of Celfin and Bolsay Renta and by persons who purchased Unitsin our
initial public offering or thereafter in the public market.

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 usto maintain an intense commitment to our clients, and identify and capitalize on
opportunitiesin 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 alean and cost
efficient organizational structure. As aresult 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 firmsin 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 aresult of our initial public offering. 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 itsthen 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 al of the
Partnership Equity for the foreseeable future, and thus, we expect that such shares will never be eligible for
saleinto the market or to third parties, except for certain limited exceptions such as in connection with asale
of BTG Pactual 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
basiswill (i) ensure the continued commitment of our most important executives to our success following our
initial public offering, (ii) permit usto 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
e Client focused
Alpha-based

Global thinking and presence
e Long-term ambition

People: How we work
e Partnership

e Teamwork
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e Hard-working and hands-on
e  Grow our own talent
Performance Management: How we achieve superior results
e Maeritocracy
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 Presencein Brazil, where we are a Dominant | nvestment 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 operate in Brazil through Banco BTG Pactual, 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 bookrunnersin 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,;

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

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

e areone of thelargest equity brokerage housesin Brazil in terms of total volume of securities traded,
according to BM&FBOVESPA;

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

e had more than R$50.7 billion of WUM as of December 31, 2012; and

e received a number of awards recognizing the excellence of its 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
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Largest Fixed Income and Flexible Mixed Allocation categoriesin 2012 by Standard & Poor's and
Valor Econdmico — 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 Econémico, Best Active Multi-Market, Best
Active Fixed Income, Best Conservative Fixed Income and Best Wholesale Fund Manager in 2011
by FGV (Fundagdo Getulio Vargas) and Exame magazine, Best Multi-Market (Interest Rate and
Currency) and Conservative Fixed Income Fund Manager in 2010 by FGV (Fundagdo 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 servicesindustry 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 aresult 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.

Asaresult, 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 hillion 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 hillion in 2012 as compared to only six
equity transactions raising $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$48.1.1 billionin 2009, in 242 debt transactions raising R$75.4 billion in 2010, in 356 debt transactions
raising R$86.3 hillionin 2011, and in 358 debt transactions raising R$109.1 billion in 2012 as compared to
only 43 debt transactions in Brazil raising R$3.3 billion in 2002, according to ANBIMA.

Consistent with thisincrease in the number of equity and debt transactions, total credit volume in Brazil grew
from 25.7% of GDP in December 2004 to 53.5% 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 aready in place. In particular, there is potential for greater penetration of the Brazilian
capital markets, and Brazil iswell positioned to gain importance as a provider of financial servicesto other
regional economies. Investor interest in the equity and debt securities of Brazilian compani es 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 hillion 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 2011,
the Brazilian gross disposable income was R$4,069.6 billion, compared to R$1,653.6 billion in 2003,
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representing an increase of 146.1% and an average compound annual growth, or CAGR, of 11.9%, according
to the IBGE. We believe that increasing wealth in Brazil will stimulate growth in all of our business units.

Established I nternational Asset Management Platform

We have an international asset management platform in London, New Y ork and Hong Kong that, together
with our S&o Paulo and Rio de Janeiro offices, provides Brazilian, emerging market and global investment
products and servicesto 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 our 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 I nternational 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 LL C, 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 our initial public offeringin April 2012, EuropaLux Il Sar.l, RIT
Capital Partnersplc, Marais LLC, EXOR S.A. and Rendefeld, S.A. sold part of their equity interest in BTG
Pactual.

Our acquisitions of Celfin and Bolsay Rentain 2012 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 Bolsay 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, aleading Chinese investment bank. We are currently working with
CITICstojointly develop a number of business initiatives, including by co-advising clients seeking to execute
transactions involving Chinese and Latin American companies.

Distinctive Culture Stressing I ntellectual Capital, Meritocracy, Entrepreneurship and an Unprecedented
Alignment of I nterests

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. Our 184
Partners currently own, directly or indirectly, approximately 76.4% of our equity.

We consider our personnel to be our most valuable asset and believe that our culture and partnership structure
allow usto 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 s reinforced
through the recognition of individual merit and a variable compensation system that rewards teamwork,
entrepreneurship and initiative, and eventually resultsin our most valuable professional's 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 represent significant portions
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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 BTG
Pactual equity exceed the amount they earn in salary and bonuses. We believe that this creates an
unprecedented alignment of interests that encourages (i) arigorous 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) along-term commitment to our clients and our reputation, (iv) the maintenance of
alean 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
sharehol ders 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 el ections (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 27.1%, with no year being lower than 21.3%.

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, Banco BTG Pactual 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 adaily basis; looking at all dimensionsthat 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 firm’s risks,
are closely involved in the execution of the daily operations, and have a deep understanding of the marketsin
which we conduct our operations. We also have a separate risk management team led by a member of our
Senior Management Team. As a conseguence, 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. For example, in the past three years ended December 31, 2012, despite strong growth, our VaR as a
percentage of total equity remained relatively stable, as shown in the table below:

For theyear ended and as of December 31,

2010 2011 2012

Total average daily VaR.........cooieiiiiiieeeeeee e 431 65.6 95.1
Average daily VaR as % of average equity .........cccoccveeeeenccncniecene. 0.59% 0.77% 0.67%

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 mgjority of our
Partners’ personal wealth consists of their respective equity interestsin BTG Pactual, we believe that the
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interests of the persons taking and monitoring risk at BTG Pactual 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 combined net income, combined shareholders’ equity and return on average
equity for the periods indicated:

14,145

2005 2006 2007 2008 2009 2010 2011 2012

I Net Income (RSmm) I Shareholders Equity (RSmm) Annualized ROAE (%)

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 2010 one of the 25 most powerful peoplein 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 astop executivesin
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 officesand 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
aresult, we have been able to achieve industry leading employee efficiency (measured by revenue per
employee) which enables usto offer extremely attractive compensation that recognizes the contribution of our
professionals. For the year ending December 31, 2012, our revenue per employee was US$2.4 million, while
the average for a group of other leading international investment banks composed by Goldman Sachs, Morgan
Stanley and Credit Suisse was US$668.9 thousand. Accordingly, our total compensation (i.e., the costs of
salary, bonuses and similar compensation) as a percentage of our total revenues was 22.0% versus an industry
average of 50.0%, while our average compensation is the highest of the peer group at US$538.9 thousand per
employee compared to the average at the peer group of US$310.9 thousand.
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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 changesin 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 combined income statement:

For theyear ended December 31,

2010 2011 2012

(Unaudited — in R$ millions)

Investment banking.........cccoovvvenevieices e 358.3 376.7 448.0
Corporate |ending.........ccccoeiereerereeene e 2511 366.4 564.6
Salesand trading.........cceveiiveneieiceee e 658.6 1,012.2 1,517.3
ASSEL MANAGEMENE ...t eees 3745 507.1 1,190.2
Wealth management...........ccocevveeeieeinenieiese e 106.8 149.7 201.7
PanAMENiCaN0..........oieeeiiereee ettt - (52.0) (244.5)
Principal iNVeStMents..........ccccoeiereenene e 484.0 181.6 2,338.2
Interest and Other........coceiieirner e 1914 659.3 802.0
TOtAl REVENUES.........coorveeeeeeeeeeeeee e 2,424.71 3,201.0 6,817.6

(1) Our commercia 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 isthe 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," isin 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 financia instruments (i.e., sales and
trading, commercial lending and principal investments Units), as their results are presented in our revenues by
business unit net of the interest on our capital, aswell as al 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
underwritingsin 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
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principal investments Units cover multiple markets and different geographies, with afocus 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 Bolsay Renta, and that the combination of BTG Pactual, Celfin and
Bolsay Rentawill create business opportunities not available to any of the companies on a standalone basis.
See "Business—Celfin" and "Business—Bolsay 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 alarge 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 profilein (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%, (v) in
January 2013 through the issuance of US$1.0 billion in senior notes due 2020 at an interest rate of 4.00%, (vi)
in March 2013 through the i ssuance of the equivalent of US$161.0 million of Chinese Y uan renminbi-
denominated senior notes due in 2016 at an interest rate of 4.1%. As of December 31, 2012, we had more than
300 depositors.

Our Strategy
We seek to create value for our equity owners through the implementation of the following strategies:
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 ingtitutional 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
expendituresin 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 actively continuing to market our equity and debt capital markets servicesto 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
businessesin 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-1PO investment opportunities sourced through our
extensive Brazilian network;

e continuing to develop the business conducted in our regional Brazilian offices outside of S&o 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 firmsin 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, approximately
71.9% of our equity is Partnership Equity. Our partnership has theright, 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 isthen 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 securitiesin 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 asin connection with asale of BTG Pactua in its entirety). These mechanismsresult in a
substantial amount of the economic burden of incentivizing our most important executives to fall on our
existing Partners, rather than our other shareholders or creditors.

We believe the mechanisms described above create an unprecedented alignment of interests between our
Partners, who currently own approximately 76.4% of our equity, and our public shareholders and other
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creditors, and minimized the changes to our culture following our initial public offering, which has allowed 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 sheset
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 Bolsay 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 I nternational Operations

Our presence in important financial markets such as S&o Paulo, New Y ork, London and Hong Kong enables
usto 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 usto (i) expand our marketing of Brazilian and emerging markets
asset management products to a global customer base, (i) 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.

Celfinisaleading broker dealer in Chile, which has robust capital markets and is a net exporter of capital.
Similarly, Bolsay Rentais one of the leading broker dealers by volume of equity transactionsin Colombia,
with a portfolio of US$3.4 billion in wealth under management and US$721.2 million in assets 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 Bolsay 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 Bolsay Renta can
generate from their respective impressive bases of leading Chilean and Colombian corporate clients.

We also see Colombia (where Bolsay Rentais 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 ingtitutions 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 successin
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 servicesto these companies. In
addition, we have also entered into a strategic cooperation agreement with VTB Capital, aleading investment
bank in Russia, to explore opportunities between Russiaand Latin America.
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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 operationsin
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 aresult 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-1PO 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 assetson a
primary basis that are complementary to the credit that we originate through Banco BTG Pactual’s platform.

Continue to Develop Our Merchant Banking and Private Equity Businesses

We believe that our ability to provide permanent capital to our clientsis an important competitive advantage.
Accordingly, we intend to continue to develop our merchant banking and private equity businesses, primarily
with respect to investments in Brazil. We believe that our network of contacts and significant deal flow grants
us access to humerous attractive investment opportunities that may not be available to our competitors, and
that as aresult 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 funds in connection with our merchant banking activities and accordingly generate revenue for our
principal investments unit. For example, in June 2011, we closed a private equity fund of approximately
USS$1.5 hillion, US$490 million of which came from BTGI. Weintend 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 our 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, Banco BTG Pactual 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 Banco
BTG Pactua 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 Banco BTG Pactual acquired, retained the rights to
advise, manage and/or administer certain real estate and equity investment funds. In addition, Banco BTG
Pactual 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.
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See "Management’s Discussion and Analysis of Financial Condition and Results of Operations—Significant
Acquisitions, Divestitures and Corporate Restructurings Affecting the Results of Operations of BTG
Pactual—A cquisition 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 hillion with an issue price of R$6.05 per share. Banco BTG Pactual and CaixaPar
Participacbes S.A. ("CaixaPar") committed to exercise preemptive rights for an aggregate amount of R$1.335
billion, with Banco BTG Pactual’s share amounting to R$677.0 million. However, Banco BTG Pactual agreed
that, upon the request of TPG-Axon Capital Management LP, or TPG-Axon, it would transfer part of its
preemptive rights with respect to atotal of R$182.0 million of our R$677.0 million commitment. TPG-Axon
exercised itsright 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 Banco BTG Pactual’s capital contribution to R$495.4 million.

See "Management’s Discussion and Analysis of Financial Condition and Results of Operations—Significant
Acquisitions, Divestitures and Corporate Restructurings Affecting the Results of Operations of BTG
Pactual—A cquisition of Banco PanAmericano Co-Controlling Interest and BFRE."

Celfin. On November 13, 2012, Banco BTG Pactual concluded the purchase of al of the outstanding shares of
Célfin. In connection with the transaction, Banco BTG Pactual paid the owners of Celfin atotal 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 anominal 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, 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.

On November 29, 2012, we filed with the Central Bank and the Chilean Banking Regulator (La
Superintendencia de Bancos e I nstituciones Financieras de Chile), or SBIF, arequest 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
abanking license in Chile in the second half of 2013.

See "Management’s Discussion and Analysis of Financial Condition and Results of Operations—Significant
Acquisitions, Divestitures and Corporate Restructurings Affecting the Results of Operations of BTG
Pactua—Celfin."

Initial Public Offering. On April 30, 2012, we completed our initial public offering.

See "Management’s Discussion and Analysis of Financial Condition and Results of Operations—Significant
Acquisitions, Divestitures and Corporate Restructurings Affecting the Results of Operations of BTG
Pactual—Initial Public Offering."

Bolsa y Renta. On June 14, 2012, Banco BTG Pactual 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 Bolsay
Rentain 2011. On December 20, 2012, Banco BTG Pactual concluded the purchase of al of the outstanding
shares of Bolsay Renta for atotal consideration of US$58.4 million in cash, and the former owners of Bolsay
Renta acquired equity interestsin Banco BTG Pactual and BTG Pactua Participations equal to R$52.5
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million and US$6.4 million, respectively, representing approximately 0.25% of the capital stock of Banco
BTG Pactual and BTGI (indirectly through BTG Pactual Participations) (calculated based on the outstanding
capital stock of Banco BTG Pactual and the outstanding capital stock of BTG Pactual Participations as of the
date of the purchase). 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 amountsin the
form of retention bonuses and deferred compensation to certain of the Bolsay Renta’s executives from the
second through the fourth anniversaries of the date on which Banco BTG Pactual entered into a definitive
agreement with respect to the transaction.

See "Management’s Discussion and Analysis of Financial Condition and Results of Operations—Significant
Acquisitions, Divestitures and Corporate Restructurings Affecting the Results of Operations of BTG
Pactual—A cquisition of Bolsay Renta."

Insurance Activities. On December 20, 2012, our subsidiary BTG Pactual Seguradora S.A. received
authorization from SUSEP to offer insurance productsin Brazil. We have committed initial capital of R$50.0
million to such activity and intend to commence operations by offering surety bonds. Furthermore, on
February 26, 2013, we received authorization from SUSEP to offer reinsurance and retrocession services.

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
itstotal 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
extrgjudicial liquidation of Bamerindus and its subsidiaries, and the settlement of certain of their financial
obligationsin 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.

Our History

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

In 1986, Pactual D.T.V.M. obtained alicense 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 S&o Paulo, our first office outside Rio
de Janeiro, and obtained a license to become a multiple-service bank (banco multiplo) authorized to engagein
commercial banking, investment banking, portfolio management, foreign exchange, real estate financing and
savings and loans operations. As aresult, 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 Vaores Mobiliarios S.A.), Sistema Banking Corp. Ltd. (a
Cayman Idlands subsidiary of Banco Sistema S.A. — which was renamed BTG Pactual Banking Limited) and
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Sistema Leasing S.A. (currently BTG Pactual Servigos Financeiros S.A. DTVM). During thistime, 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. Distribuidorade Titulos e Vaores Mobiliarios, a subsidiary
created to segregate the asset management business unit;

e BTG Pactua Corretorade Mercadorias Ltda., a dedicated commodities and futures broker-dealer;
e BTG Pactua Corretorade Titulos e Valores Mobilidrios 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., anon-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 |ead, the strong development of the Brazilian capital markets that began in 2004, in
offering different products to investorsinterested 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 Banco BTG Pactual. Many of our principal Partners, including our
CEO, CFO and COO, were selling shareholdersin 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 aready aleading 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 previoudly implemented at Banco Pactual S.A.

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, aglobal investment business with officesin S&o Paulo, Rio de Janeiro, London, New Y ork and
Hong Kong.

BTGI had approximately US$1.3 hillionin 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 our
subsidiaries on April 19, 2009. The transaction represented the return of many members of our Senior
Management Team to the bank, and together thisteam 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 issued U.S. $1.8 billion in capital to a consortium of prestigious international investors
and certain senior Partners. Thisissuance consisted of US$1.44 billion in new shares issued by Banco BTG
Pactual and US$360.0 million in new BTGI limited partnership interests issued by BTGI, representing an
interest of approximately 18.65% in Banco BTG Pactual and BTGI, respectively. This transaction represents a
significant step in our strategic development. The consortium brought an impressive group of investorsto us,
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consolidating and expanding our global network and coverage, providing our clients with unique access to
opportunities and resourcesin 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 aforeign 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 aresult 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, we completed our initial public offering of Units on the BM& FBOVESPA and NY SE
Alternext Amsterdam.

Our Structure
The diagram below depicts the simplified ownership structure of the BTG Pactual Group. For information

regarding our principal subsidiaries, see "Business—Subsidiaries."
CEm

BTG Pactual Holding SA.

100%

Non-Controlling Shareholders Unit Holders

71.9%42 Partnership Equity
3
2049499 1.5%% Units acquired at market

6.2
——>] Banco BTG Pactual SA.

93.294906) | 6.8V Units acquired|at market

BTG Pactual Participations Ltd.

l 100.0%

BTG Bermuda LP Holdco Ltd. J

4 219% 7L9%9
6.2949 J Partnership

= BTG Investments LP <+ Equity

Brazil Abroad

(1) Percentagesin BTG Pactual Participations shown in the chart above reflect economic interests only through
ownership of BPP Class A shares and BPP Class B shares. André Santos Esteves exercises control over BTG Pactual
Participations through hisindirect control of the BPP Class C share.

(2) Excludesthe 2.3% purchased by the Participating Partners at the same time, and on the same terms, as the members
of the Consortium in December 2010.

(3) The6.2% ownershipin BTGI is comprised of the following: 2.3% by the Participating Partners; 1.6% by (part of) the
members of the Consortium; and 2.2% by former partners of Celfin and is convertible at any time, upon election of
the Non-Controlling Shareholders, into shares of BTG Pactual Participations, at which time such interest would form
part of the Units.
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(4) Includes Units acquired by BTG Pactua Holding in theinitial public offering (and thereafter in open market
purchases), and as a result these Units are indirectly held by the Partnersin proportion to their respective Partnership

Equity interests.

(5) With respect to the 26.6% ownership in Banco BTG Pactua (i.e. 6.2% + 20.4%), such ownership is comprised of the
following: 8.0% by members of the Consortium; 2.3% by the Participating Partners; 2.2% by former partners of
Cdfin; 0.3% by former partners of Bolsay Renta; 0.6% (purchased as Units representing these shares) by the
Merchant Banking Partnership, which is owned by the Partners in the same proportion as the Partnership Equity and

controlled by André Santos Esteves; 0.2% by other investment vehicles which are wholly-owned or controlled by

André Santos Esteves; and the remaining 13.1% is held by other Unit holders as part of the free float. With respect

to the 93.2% ownership in BTG Pactual Participations, such ownership is comprised of the following: 29.0% by

members of the Consortium; 2.5% by the Merchant Banking Partnership; 0.7% by other investment vehicles which
are wholly-owned or controlled by André Santos Esteves; 1.2% by former partners of Bolsay Renta; and the

remaining 59.8% is held by other unit holders as part of the free float.

Subsidiaries, Associates and Joint Ventures

As of the date of this Prospectus, the principal subsidiaries, associates and joint ventures of BTG Pactual are

the following:
Share (%) in total
Company capital Activity Jurisdiction

Direct subsidiaries, associates and joint ventures

of Banco BTG Pactual
BTG Pactual Asset Management S.A. 99.99 Asset Management Brazil

Distribuidora de Titulos e Vaores Services

Mobiliérios
BTG Pactual Corretorade Titulose Vaores 99.99 Equities Broker Brazil

Mobilidrios S.A. Dedler
BTG Pactua Servicos Financeiros S.A. 99.99 Fund Administration Brazil

Distribuidora de Titulos e Vaores Services

Mobiliérios
BTG Pactual Corretorade Mercadorias Ltda. 99.99 Currencies/ Brazil

Commodities Broker
dealer
BTG Pactual Securitizadora S.A. 99.99 Real Estate Brazil
Securitization
BTG Pactual Comercializadora de Energia Ltda. 99.99 Electrical Energy Brazil
Trading

BTG Pactual Holding International S.A. 99.99 Holding Company Brazil
BTG Pactua Overseas Corporation 100.00 Holding Company Cayman
Global Ltd. 100.00 Holding Company Cayman
BW Properties S.A. 67.49 Redl Estate Business Brazil
BTG Pactua Commodities S.A. 99.99 Dormant Company Brazil
BTG Pactua Holding de Seguros Ltda. 99.99 Holding Company Brazil
BTG Pactua Chile SPA 100.00 Holding Company Chile
Bolsay RentaS.A. 99.99 Broker Dealer Colombia
Celfin International Ltd. 100.00 Holding Company Cayman
Banco Panamericano S.A.® 34.06 Commercial Banking Brazil
Warehouse 1 Empreendimentos Imobs S.A. 35.00 Real Estate Brazil
Max Casa X1 X Empreendimentos Imobs S.A. 50.00 Real Estate Brazil
ACS Omicron Empreendimentos Imobs S.A. 44.74 Real Estate Brazil
BR Properties SA. 2453 Real Estate Brazil
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Share (%) in total

Company capital Activity Jurisdiction
Indirect subsidiaries, associates and joint
ventures of Banco BTG Pactual
BTG Pactual Gestora de Investimentos 99.98 Private Equity Asset Brazil
Alternativos Ltda Management Services
BTG Pactua WM Gestéo de Recursos Ltda. 99.99 Wealth Management Brazil
Asset Management
Services
BTG Pactua Gestora de Recursos Ltda. 99.99 Private Equity Asset Brazil
Management Services
BTG Pactua Corporate Services Ltda. 99.99 Financial Services Brazil
Advisory
BTG Pactua Servicos Energéticos Ltda. 100.00 Electrica Energy Brazil
Trading
BTG Pactual NY Corporation 100.00 Holding Company USA
BTG Pactual Globa Asset Management Limited 100.00 Asset Management Bermuda
BTG Pactual Europe LLP 100.00 Asset Management UK
BTG Pactual Asset Management US, LLC 100.00 Asset Management USA
BTG Pactua US Capital, LLC 100.00 Broker Dealer USA
BTG Pactual AsiaLimited 100.00 Asset Management Hong Kong
BTG GAM (UK) Limited 100.00 Holding Company UK
BTG Pactual SEG Holding S.A. 100.00 Holding Company Brazil
BTG Pactua RE Holding SA.@ 100.00 Holding Company Brazil
Celfin Capital S.A. 100.00 Holding Company Chile
Celfin Capital S.A. Corredores de Bolsa 100.00 Broker Dealer Chile
Celfin Capital Administradora de Fondos de 100.00 Asset Management Chile
Capital Extranjero S.A
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 Peru
Celfin Capital S.A. Sociedad Administradora de 100.00 Asset Management Peru
Fondos Inversion
Celfin Capital S.A. Sociedad Comissionistade 100.00 Broker Dealer Colombia
Bolsa
Laurel Sociedad Gestora Profissional SA. 100.00 Asset Management Colombia
BTG Pactua Commod AR Ltd. 100.00 Private equity Cayman
BTG Pactual E& P Empreendimentos e 100.00 Private equity Brazil
Participagdes S.A.
BTG Pactua E&P S.ar.l. 100.00 Private equity Luxembourg
BTG Pactua Oil & GasS.ar.l. 100.00 Private equity Luxembourg
BTG Pactua Commodities Holding (UK) Limited 100.00 Private eqity England
BTG Pactua Commodities (UK) LLP 100.00 Private eqity England
BTG Pactual Commodities (South Africa) PLC 100.00 Private equity South Africa
BTG Pactua Commodities (Argentina) SA 100.00 Private equity Argentina
BTG Pactua Commodities (Singapore) PLC 100.00 Private equity Singapore
BTG Pactua Commodities (Shanghai) LLC 100.00 Private equity China
BTG Pactua Commodities (Switzerland) SA 100.00 Private equity Switzerland
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Share (%) in total

Company capital Activity Jurisdiction
BTG Pactua Commodities Holding (US) LLC . . .
100.00 Private equity United States
BTG Pactua Commodities (US) LLC 100.00 Private equity United States
BTG Pactua Commodities Energy (US) LLC 100.00 Private equity United States
Direct subsidiaries of BTG Pactual
Participations
BTG Bermuda LP Holdco Ltd. 100.00 Holding Company Bermuda
Indirect subsidiaries of BTG Pactual
Participations
BTG Investments LP 21.94 Holding Company Bermuda
Direct and indirect subsidiaries, associates and
joint ventures of BTG I nvestments
BTG Pactual Proprietary Feeder Limited® 100.00 Holding Company Cayman
BTG Pactual Capital Participacfes S.A. 100.00 Holding Company Brazil
BTG Loanco LLC 100.00 Treasury USA
BTG Pactua StigmalLLC 100.00 Holding Company USA
BTGP Reinsurance Holdings LP 100.00 Holding Company Bermuda
BTG Equity Investments LLC 100.00 Holding Company USA
Preserve Insurance Co. Ltd 100.00 Insurance Company Gibraltar
BTG Pactua Mining SA. 100.00 Holding Company Brazil
Haérpia Omega Participacbes S.A. 100.00 Holding Company Brazil
Aigues de Catalunya Ltd® 100.00 Holding Company UK
BTG Pactua Spanish Trading Holdings Ltd® 100.00 Holding Company UK
B&A Mineragdo SA.Y 86.00 Private equity Brazil
Tunel de Barcelonai Cadi, Concessionario dela 65.00 Private equity Spain
Generalitat de Catalunya S.A.
ATLL Concessionariade La Generdlitat de 39.00 Private equity Spain
CatalunyaS.A.®
B2 - Fundo de investimento multimercado 100.00 Brazil
BTG Pactua ServiciosS.A.deC.V. 100.00 México
BTG Pactual Swiss Services S.A 100.00 Switzerland

(1) Jointly-controlled entity

(2) On February 26, 2013, the subsidiary BTG Pactual RE Holding SA received authorization from SUSEP to offer

reinsurance products in Brazil.

The voting power percentages correspond to and equal the proportionate ownership of each of the
subsidiaries, associates and joint ventures listed above for Banco BTG Pactual and BTG Pactual

Participations, except for Banco BTG Pactual’s investment in Banco Panamericano, in which case the voting
power is 51.0% while its proportionate ownership is 34.06%.

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 in this Prospectus.
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I nvestment 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 agentsin 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 servicesto clientsin Chile, Peru and Colombia, and expect such activity to increase following
completion of our pending acquisition of Celfin.

Our investment banking activities are divided into two categories:

e Capital Markets, which includes acting as underwriters, placement agents or advisorsin 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 banksin
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 activities, asreflected in
our combined adjusted income statement, were R$448.0 million, representing 6.6% 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 execution and industry
groups, seeksto combine our client-focused investment bankers with execution and industry expertise.

We believe having a group of professionals who focus on devel oping 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, Financial Institutions,
Healthcare, Real Estate, Retail and Transportation and Telecom and Media. The broad base of experience and
knowledge of our professionals, coupled with their long-term commitment to us, enables us to analyze our
clients’ objectives and to allocate the resources that we believe appropriate to satisfy our long-term objectives.
Through our commitment to teamwork, we believe that we provide integrated services that benefit our clients.

Our capital markets group, which is divided into equity capital markets and debt capital markets, and our
M& A and advisory group are responsible for the execution of specific client transactions as well asthe
building of client relationships. These industry and product groups provide afull range of investment banking
products and servicesto our clients relying on specialized knowledge of industry-specific trends.

In line with the expansion of our global alternative asset management operations, we are seeking to build our
global investment banking capability focused on emerging markets. Based in Europe, this capability seeksto
leverage corporate and sovereign capital market and advisory opportunities across our global emerging
market franchise. In addition, Celfin has an experienced investment banking team that we expect to integrate
into our investment banking group.
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Capital Markets

From January 1, 2010 through December 31, 2012, we have served as lead manager or bookrunner in
transactions that have raised more than R$202 billion of capital for our clients. We underwrite a wide range of
equity and debt securities, including convertible securities.

We believe that a key factor in our equity and debt underwriting operations is the close working relationship
between our investment banking and capital markets professionals and our sales team. We believe that we
have relationships with alarge and diverse group of Brazilian issuers as well as Brazilian and overseas
investors.

Equity Capital Markets

Equity underwriting has been one of our long-term core strengths. The following graphs show our strong
position in equity underwriting for the periods indicated:

Number of transactions:
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Volume (R$ millions) @@®:
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(1) Representsthe total aggregate transaction value allocated to the underwriter syndicate participating in equity
offerings and not only BTG Pactual’s share in the syndicate.

(2) Represents companies listed on BM&FBOV ESPA which are registered with the CVM.

(3) Datafor 2010 includes transactions in which Banco BTG Pactual participated but that were credited to UBS AG and
the Petrobras equity offering, which significantly increased our total transaction valuein 2010 but did not generate a
corresponding significant underwriting fee.

We believe our leadership in equity underwriting reflects our expertise in capital markets transactions, the

strength of our research team, our track record and our distribution capabilities.

Debt Capital Markets

We engage in the underwriting and origination of debt securities and varying debt instruments for Brazilian
corporations and governmental entities, including convertible debt securities. In servicing our clients, we
employ afocused approach to debt underwriting, emphasizing high value-added areas.

The graphs below set forth our strong position in the Brazilian debt capital market for the periods indicated:
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Number of transactions'®:
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Source: ANBIMA
(1) Accountsfor local fixed income origination operations only.
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(1) Accountsfor loca fixed income origination operations only.

(2) With respect to syndicated transactions, represents the total aggregate transaction value allocated to the underwriter
syndicate participating in debt offerings and not only BTG Pactual’s portion of the total allocation.
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M&A and Advisory

We provide our clients with a broad range of advisory services with respect to mergers and acquisitions,
divestitures, restructurings, reorganizations and spin-offs, generally involving Brazilian companies. We
advised on more than 255 M& A transactions from January 1, 2008 through December 31, 2012.

The following table shows the number of M& A transactions in which we have acted as advisor and our
market share for the periods indicated:

For theyear ended December 31,

2010 2011 2012
Number of BTG Pactual tranSaCtions...........ccceeceevereeiinieseieeseseeeeese e e e 58 56 72
Total number of transactionsin the Brazilian market ..........ccccccovvvvevecvenenne 717 815 901
BTG Pactual transaction volume, in RE million..........c.cccooeveviiiiiiecicecrecee, 61,688 40,975 33,089
Total transaction volume in the market, in R$ million™ 215,671 134,887 136,093
%6 BTG PACUAI ......oooeoeeeeee e 28.6% 30.4% 24.3%

Source: Thomson Financial

(1) Assumesthe full transaction value allocated to all financial advisors and not only our portion of the total allocation.
(2) Refersto the percentage of completed deals advised by us (both on sales and purchases) versus total deals completed
in the period.

Investment banking is an example of how one of our activities can generate cross-selling opportunities for
other areas. For example, aclient advised by our M& A group may seek our assistance in obtaining financing
associated with the transaction. Additional cross-selling opportunities may also arise from the continued
development of our private equity and merchant banking businesses given that the companiesin which we
have invested may seek to access the capital markets and hire our investment banking unit as an advisor. For
example, in 2011, we acted as lead underwriter in theinitial public offering of Brazil Pharma, one of the
portfolio companiesin our private equity fund. This cross-selling is particularly advantageousin Latin
America, where many affluent families still control a significant share of businesses and thus require awide
variety of financia services for both their personal wealth and the substantial businesses they control.

Corporate Lending

Through our corporate lending business unit, we offer financing, structured credit, loans and guaranteesto
corporations, primarily in Brazil. The main focus of our corporate lending activities is to meet the demands of
large corporations, developing solutions suited to the business profile and objectives of each client, such as
cash flow management and mismatches between assets and liabilities.

We engage in anumber of financing transactions in which we act as lender for various clients ranging from
mid-size companies to larger investment grade companies. One of our strategies isleveraging our investment
banking business unit in order to enhance and increase our financing transactions, capitalizing on our strong
market relationships and capital position. We have provided loans to companies that we believe have potential
to be leadersin their particular industry segments and also to certain private companies that we believe have
potential to become publicly traded in the future, such asM& A financing and pre-1PO loans.

Our corporate lending business unit includes two booking areas: (i) the high grade credit desk and (ii) the high
yield credit desk.

The main focus of our high grade credit desk is to meet the demands of large corporations through the
development of solutions tailored to the business profile and objectives of each client. Thisdesk is
characterized by what we believe to be a very low probability of default and high concentration of
counterparties, usually larger than R$50.0 million. Additionally, this desk is responsible for our warehousing
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and securitization business, which focuses on real estate related products. As of December 31, 2012, our high
grade credit desk had a portfolio of R$26.8 hillion, representing 79.5% of our total credit portfolio.

The main focus of our high yield credit desk isto identify credit arbitrages on loans and to acquire and
capitalize on non-performing loan portfolios and legal claims. These arbitrages can arise in a variety of
contexts, including from corporate turnarounds, collateral packages, guarantees or debtor-in-possession
financing. This desk is characterized by high yields and higher probability of default when compared to our
high grade credit desk. However, these risks are balanced by a comprehensive package of guarantees, low loss
given default and moderate concentration on counterparties, usually between R$10.0 million and R$70.0
million. As of December 31, 2012, our high yield credit desk had a portfolio of R$3.4 billion, representing
10.1% of our total credit portfolio.

As of December 31, 2012, our corporate lending credit portfolio amounted to atotal of R$33.7 billion. For the
year ended December 31, 2012, our revenues from our corporate lending business unit, as reflected in our
unaudited adjusted income statement, were R$564.6 million, representing 8.3% of our total revenues.

Organization

Our corporate lending activities are segmented into two main business lines: (i) origination and (ii) treasury
products.

Our origination business activities are focused on identifying demand for loans to large Brazilian and
multinational companies with a presence in Latin America. Through our origination platform, we offer a
broad range of credit products, including pass through of BNDES credit lines, export financing lines, working
capital loans and financing for acquisitions.

Through our treasury products business line, we offer avariety of treasury products to our customers,
providing sophisticated and innovative derivative productsto help our customers manage market risk
exposure to foreign exchange rates and interest rates. Through our structured operations, we also offer
additional products for risk management in commodities markets. We believe that our broad range of treasury
products offers clients comprehensive coverage for managing their onshore and offshore cash positionsin
accordance with their liquidity needs and the risk profiles of their businesses. In addition, we have expertisein
structuring exclusive funds for our clients, through which we are able to offer additional products from our
asset management business unit.

Salesand Trading

Through our sales and trading business unit, we offer financial products and services to a diverse group of
clientsin local and international markets, including market-making, brokerage and clearing services, and
derivatives, interest rate, foreign exchange, equities, energy and commaodities transactions for hedging and
trading purposes. These activities are divided into two segments: (i) FICC (fixed income, currency and
commodities) and (ii) equity sales and trading.

For the year ended December 31, 2012, our revenues from our sales and trading unit, as reflected in our
combined adjusted income statement, were R$1,517.3 million, representing 22.3% of our total revenues.

FICC (Fixed Income, Currency and Commodities) Sales and Trading

Our FICC areawithin our sales and trading unit is alarge and diversified operation through which we engage
in avariety of customer-driven market-making and trading activities.

We offer financial products and services to a diverse group of corporations, financial institutions, investment
and pension funds, as well as governmentsin local and international markets. These products and services
include market-making for fixed income instruments, brokerage and clearing services, as well as derivatives,
interest rates, foreign exchange and commodities transactions for hedging and trading purposes. We also

249



BUSINESS

engage in avariety of customer-driven market-making activities, investing in a broad range of financial
instruments, including debt securities, foreign exchange spots, swaps, options, futures, loans and non-
deliverable forwards, among others. We believe our willingness and ability to take calculated risks
distinguishes us from most of our competitors and substantially enhances our client relationships.

Our financing activitiesin FICC consist of (i) undertaking a high volume of transactions with modest spreads
in large and highly liquid markets, (ii) capitalizing on our strong market relationships and capital position to
engage in transactions in less liquid markets in which spreads are generally larger, and (iii) structuring and
executing awide range of transactions linked to fixed income products, currencies and commoditiesin
accordance with our clients’ needs.

We provide multi-product brokerage, clearing and custody servicesin the Brazilian market to a diversified
customer base, including hedge funds, pension funds and HNWI. These activities generate commissions
through the execution of agency transactions on futures and commaodities exchanges. Such agency
transactions are executed for our clients located throughout the world.

One of our core FICC activitiesis market-making in a broad array of securities and financial products. For
example, we act asa dealer in currencies for the Central Bank and as primary and specialist dealer in
government bonds for the Central Bank and the Brazilian National Treasury. We believe that making markets
in abroad range of fixed income, currency and commaodity products and related derivatives for our clientsis
crucia both to maintain our client relationships and to support our underwriting business by providing
secondary market liquidity. We believe our clients value counterparties that are active in the marketplace and
are willing to provide liquidity and research-based approaches. In addition, we believe that our significant
investment in research capabilities and proprietary analytical models are critical to our ability to provide
quality advice to our clients. Our research capabilities include quantitative and qualitative analyses of global
economic, currency and financial market trends, as well as credit analyses of corporate and sovereign fixed
income securities.

We are active in the listed options and futures markets, and we structure, distribute and execute over-the-
counter derivatives on market indices, industry groups and individual company stocks to facilitate customer
transactions and our proprietary trading activities. We devel op quantitative strategies and render advice with
respect to portfolio hedging and restructuring and asset allocation transactions. We also create especially
tailored instruments to enable sophisticated investors to undertake hedging strategies and establish or liquidate
investment positions. We are one of the leading participants in the trading and development of derivative
instrumentsin Brazil. We are an active participant in the trading of futures and optionsin BM&FBOVESPA,
and we also trade on most of the major exchanges in the United States, Europe and Asia.

Equity Sales and Trading

We make markets and take large positions in certain equity securities to facilitate customers’ transactions and
to provide liquidity in the marketplace. We operate in most of the major stock exchanges, including
BM&FBOVESPA, NY SE, LSE and HKEX.

Acting as an agent, we execute brokerage transactions in equity securities for institutional and individual
customers located throughout the world. In recent years, aggregate commissions derived from our brokerage
services have increased as aresult of growth in transaction volumes on the exchanges, despite the significant
impact the global financial crisis had on the world economy. We were one of the six largest equity brokerage
housesin Brazil in terms of total volume traded in 2012, according to Data Trader, and have subsidiaries
qualified as broker-dealers located in New Y ork and London.

We also provide securities lending services through the borrowing and lending of equity securities to cover
our clients’ as well as our own short sales and to finance our long positions. Lenders of securities include
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pension funds, mutual funds, insurance companies, investment advisors, endowments, banks and individuals.
We have relationships with certain strategic lenders that provide us with access to large pools of securities.

Our equity trading activities consist of undertaking on behalf of our clients a high volume of transactions with
modest spreadsin liquid markets such as the over-the-counter market for equity securities. We were the sixth
largest broker, by aggregate volume, on BM& FBOV ESPA for 2012, according to Data Trader. We aso
undertake large transactions, such as block trades and positions in securities, in which we benefit from spreads
that are generally larger. Finally, we structure and execute complex equity-linked transactions in accordance
with our clients’ needs.

Research

Our research team provides fundamental research on equity, commaodities, interest rates and currencies
markets, macroeconomic trends, industries and companies, primarily in Latin America. We have developed
an industry-leading position for our investment research products. We believe that our investment research
capabilities are a significant factor in our strong competitive position in equity trading.

We believe that major investors worldwide recognize us for our value-added research products, which are
highly rated in client polls across the Americas, Europe and Asia. Our equity research team was named
among the best research teams in Brazil from 2006 through 2012 and the best research team in Latin America
in 2012, according to Institutional Investor. In addition, our fixed income (credit) research team was named
among the best research teams in Brazil from 2010 to 2012 and Latin Americain 2010, according to
Institutional Investor.

Our research team provides equity research coverage on approximately 190 companiesin Latin America, 15
different business sectors and eight economies. Thisis accomplished through three groups:

e the Macroeconomic Research group, which formulates macroeconomic forecasts for global
economic activity and currencies, interest rates and commodities markets;

o the Equities Research group, which (i) forecasts equity market returns and provides
recommendations on both asset allocation and industry representation, and (ii) provides fundamental
analysis, forecasts and investment recommendations for companies and industriesin Latin America;
and

e theFixed Income Research group, which provides credit analysis and investment recommendations
for companies and marketsin Latin America.

We do not record any revenues from our research activities. Our research team provides useful information to
our business units as well as our clientsin connection with a broad range of financial products and services.

Asset Management

We offer asset management services across major asset classes to Brazilian and international clients. Our
products include fixed income, money market, equity, multi-asset and private equity funds (including funds
wholly-owned by both Banco BTG Pactual and BTGI) both in Brazil and abroad. Our funds are tailored to
meet our clients’” needs. We have funds targeted at a broader public such as those distributed by third party
distribution channels and also exclusive funds or funds restricted to a limited number of clients. In addition,
we provide fund administration servicesto third parties.

As of December 31, 2012, we had R$121.5 billion in AUM, according to ANBIMA, and R$170.7 billion in
AUA, making usthe largest asset manager in Brazil excluding retail banks. In addition, according to
ANBIMA, as of December 31, 2012, we are the fifth largest financial institution in Brazil in terms of AUM,
competing against large retail banks such as Banco do Brasil, Itall Unibanco, Bradesco, Caixa and Santander,
which are each supported by alarge network of branches throughout Brazil.

251



BUSINESS

The following graph sets forth our combined AUM and AUA by asset class and the changesin our portfolio
of AUM and AUA as of each of the specified dates:

AUM and AUA by asset class (in R$ billions)

170.7

2010 2011 2012
W Brazil Fixed Income & Equities ® Fund Administration ® Brazil Specialist = Global Hedge Funds

For the year ended December 31, 2012, our revenues from our asset management business unit, as reflected in
our unaudited adjusted income statement, were R$1,190.2 million, representing 17.5% of our total revenues.

Organization

We have continuously adapted the organizational structure of our asset management unit to meet market
trends and our clients’ needs.

Our asset management business unit is divided into management and fund administration services. Our
management services consist of managing the portfolio of the funds on a discretionary basis. Our fund
administration services consist of calculating the net asset value of the funds and rendering other services such
as monitoring the compliance of the fund with the applicable regulation and providing operational control of
the assets underlying the portfolios. We believe that the broad range of services provided by our asset
management unit grants us an important competitive advantage.

Our primary clients include HNWI and institutional clients. Our institutional clients include pension funds,
corporations, insurance companies and financial intermediaries (third party distribution). We have an
extensive and diversified client base and do not significantly depend on any particular client. The
diversification of our client base is an essential aspect of our business strategy. As of December 31, 2012, our
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client base was divided as follows: institutional (13.2%); HNWI (16.1%); financial intermediaries (11.0%);
corporations (17.8%); fund services (15.7%); and other (26.2%).

The table below shows the breakdown of our AUM by client type:

For theyear ended December 31,

% of % of % of
2010 total 2011 total 2012 total

(in R$ millions, except per centages)

HNWI Lot 15.0 16.3% 21.8 18.1% 275 16.1%
INSHEULIONA ... e 16.6 18.2% 205 17.0% 226 13.2%
Financia intermediaries (third party distribution).......... 139 15.2% 159 13.2% 187 11.0%
(0007 o0 - 1 [0 =TSR 25.0 27.3% 27.7 23.0% 30.3 17.8%
Fund Services 14.6 16.0% 185 154%  26.8 15.7%
OLNEN ..o s 6.4 7.0% 15.9 132% 447 26.2%
TOLA ¢veeeeeeseeeeseees st 915 _1000% _ 1201 _ 100.0% 170.7 100.0%

We distribute our funds through the distribution channels of our asset management and wealth management
business units as well as through banks, brokerage firms and other financial intermediaries. We have strategic
distribution agreements with major banks in Brazil, including Banco Citibank S.A., Banco do Brasil S.A., Ital
Unibanco S.A. and Banco Bradesco S.A., pursuant to which we pay fees for clients originated by these
distribution channels.

We consider a strong and well-known asset management unit to be important not only for attracting new
clients, but for providing our existing clients with a premium service.

Management of Funds

BTG Pactual Asset Management, a subsidiary of Banco BTG Pactual, is dedicated exclusively to providing
asset management services through our investment funds and managed portfolios. The portfolio of products
includes Brazilian funds, emerging market funds and global funds, and we have specific products for awide
range of clients. BTG Pactual Asset Management was the largest asset manager in Brazil excluding retail
banks, according to ANBIMA, with R$121.5 billion in AUM as of December 31, 2012.

Our investment products include fixed income funds, equity funds, multi-asset funds, structured funds and
private equity funds both in Brazil and abroad.

Fixed Income and Equity Funds. On December 31, 2012, we had R$96.1 hillion under management
invested in fixed income and equity funds.

Global Hedge Funds. On December 31, 2012, we had R$13.0 hillion under management invested in multi-
asset funds. These funds have hybrid portfolios composed of a mix of fixed income, equities, currencies,
foreign exchange, derivatives, bonds, commaodities, mortgages and interest rates.

Private Equity Funds. On December 31, 2012, we had R$20.6 billion under management invested in private
equity funds, through funds or other investment vehicles. Our private equity business pursues long-term
investments in equity and debt securities, mostly in privately held companies purchased in privately
negotiated transactions. Our strategy with respect to each private equity businessisto invest opportunistically
and to build a portfolio of investments that is diversified by industry, product type and transaction structure
and type. Our private equity business seeks to leverage our |ong-standing relationships with companies,
investors, entrepreneurs and financial intermediaries around the world to source potential investment
opportunities. In addition, our private equity business, including their portfolio companies have generated
business for our other business units, including equity underwriting, leveraged and other financing, fees and
merger advisory fees. While potentially risky and frequently illiquid, our private equity activities, when
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successful, can yield substantial returns on capital for the investors and generate attractive management and
performance fees for us.

The following table sets forth the portfolio companies of the private equity business managed by Banco BTG
Pactual, some of which we invest directly or indirectly via Banco BTG Pactual or BTGI (see "—FPrincipal
Investments"):

Name: Company Name: Description:

Bravante Brasbunker Participagfes SA. A leading company in Brazil specialized in providing marine
support services, offshore logistics, construction and repair
services and environmental protection solutions serving the oil
and gas exploration industry. It was previously known as
Brasbunker.

CCRR CCRR Participagdes S.A. Industry leader in adhesives, labels and speciaty paper marketsin
Latin America. CCRR isaresult of the merger between Colacril,
the largest adhesives plant in Latin America, and RR Etiquetas,
responsible for the implementation of the barcode system in
Brazil.

Estre Ambiental Estre Ambiental S.A. One of the leadersin Brazilian waste collection, treatment and
disposal sectors. Estre occupies a prominent position in managing
landfills and devel oping diagnostic activities and integrated
environmental solutions for waste management.

BR Pharma Brazil Pharma S.A. Brazil Pharmais one of the largest pharmaceutical retail
companiesin Brazil (in terms of number of stores), with more
than 800 points of sale throughout Brazil. Brazil Pharma’s
business model relies on the operation of drugstoresit owns as
well as anetwork of franchisees.

Leader Uni&o de Lojas Leader S.A. Leader isaBrazilian retailer headquartered in the state of Rio de
Janeiro with afocus in the clothing and apparel segment
(comprising 73% of Leader’s sales) for consumers primarily from
the high growth B and C economic classesin Brazil. Leader had
gross retail sales of R$1.3 billion in 2011.

BodyTech A! BodyTech Participagdes SA. BodyTech isaleading Brazilian fitness chain operating in both
the high-end and low-end markets in Brazil, with 31 unitsin
operation and 15 greenfield projects.

UoOL Universo Online S.A. UOL is Brazil’s most popular web portal with 4 million unique
visitors per day. It is also Brazil’s leader in data center area and
online aternative payments (through PagSeguro, the Brazilian
equivaent of Paypal).

Contrail Contrail — Operadorade Contrail isalogistics railway company established by Estacdo da
Transporte Multimodal de Luz Participagdes ("EDLP") to capture the container flow to and
Conteineres Ltda. from the Santos Port.
LAP Latin America Power Holding ~ LAP isacompany focused on the development of renewable
B.V. energy projects (small and medium hydro plants and wind farms)
in Chile, Peru and Panama.
Mitsubishi MM C Automotores do Brasil Manufacturer and importer of Mitsubishi vehiclesin Brazil,
SA. selling approximately 60,572 vehiclesin 2012.
Susuki Brazil SVB Automotores do Brasil Importer of Suzuki vehiclesin Brazil, selling approximately
SA. 7,115 vehiclesin 2012.
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Name:

Company Name;

Description:

Estapar

DvBr

Intesa

Gera Amazonas

Tevisa

Gera Norte

PCH Brago

Linhares
Geracdo

Ersa

Santé

Allpark Empreendimentos,
Participagdes e Servicos S.A.

Derivados do Brasil SA.

Integracdo Transmissora de

EnergiaS.A

Geradora de Energia do
Amazonas S.A

TermelétricaVianaS.A

Geradora de Energia do Norte

SA

Pequena Central Hidrelétrica
Rio do Brago SA.

Linhares Geragdo S.A

CPFL Renovéaveis

Santé Alimentag&o e Servicos

SA.

Brazil’s largest parking company, with a presence in 15 Brazilian
states. Including franchisee parking lots, Estapar’s brand is
present in over 800 parking lots, including lots in off-street
segments, on-street (blue zone electronic) segments, rea estate
and public and private concessions.

One of the largest operators of gas stations in southeastern Brazil
created following the merger of the networks of ViaBrasil and
Aster.

695 kilometers of strategically important transmission linesin
Brazil’s electric power grid located in the States of Goiéas and
Tocantins. The project was granted a concession of 30 years
following a public auction held in 2005 and became operational
in April 2008.

A thermal power plant with an installed capacity of 85.4AMW
located in the north of Brazil (in operation since 2006) strategic in
ensuring electrical supply in the northern region of Brazil and
operating with a 20-year power purchase agreement with
Amazonas Energia (local distribution company) granted through
public auction.

164MW of installed capacity in the State of Espirito Santo (in
operation since January 2010) with aload factor of 96.8%. Fueled
by heavy fuel oil supplied by Petrobras and BR Distribuidora, the
project is operating with a 15-year power purchase agreement
with 36 distribution companies awarded through the A-3 energy
auction in 2007.

Thermal power plants located in the State of Maranh&o, with
installed capacity of 331.74MW (in operation since January
2010). Operating with a 15-year power purchase agreement with
36 distribution companies awarded through the A-3 energy
auction in 2007.

Small hydroelectric power plant with installed capacity of
11.52MW located in the State of Rio de Janeiro (in operation
since January 2011) with an occupancy rate of 69.6%.

Gas power plant with 204MW of installed capacity located in the
State of Espirito Santo (in operation since December 2010).
Operating with a 15-year power purchase agreement with 30
distribution companies awarded through the A-3 energy auction
in 2008.

CPFL Renovaveis explores opportunities in renewable energy,
with a portfolio totaling 4,438MW comprised of small (up to
30MW) and medium (up to 200MW) sized plants, including 34
small hydropower plants, 8 wind farms and 4 biomass power
plantsin operation, 1 small hydropower plant, 25 wind farms and
4 hiomass power plantsin construction and 5 small hydropower
plantsand 11 wind farmsin development.

Company in food industry specializing in the outsourcing of
industrial kitchens.
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Name: Company Name: Description:
Graticia Graticia Produtos Alimenticios  Fleet outsourcing company focused on the private sector in the
SA. northeast region of Brazil and also operates car rental and fleet

management businesses.

Frotamais MAIS ParticipagBes SA. Speciaty food company manufacturing snack foods with strong
market presence in the State of Pernambuco and other
northeastern states of Brazil.

Beat ACS Omicron Residential real estate project in S8o Paulo selling 50m?
Empreendimentos Imobiliarios  apartments at an average price of R$450.0 thousand each. The
SA total potential value of the project if all units are sold (valor gera

devenda), or VGV, is approximately R$62.0 million. Beat is
currently in itsinitial phase of construction with 85% of the units

already sold.
MaxHaus Maxcasa X1 X Empreendimentos  Residential real estate project in Sdo Paulo selling 70m2
Imobilidrios S. A apartments at an average price of R$600.0 thousand each. The

VGV for the project is approximately R$106.0 million. MaxHaus
iscurrently initsinitial phase of construction with 51% of the

units already sold.
UpTown Warehouse 1 Empreendimentos A commercial real estate project in Rio de Janeiro selling spaces
Imobilidrios SA. for stores, storage and other commercia purposes ranging in size

from 25m? to larger warehouse spaces. The VGV for the project
is approximately R$380.0 million. Uptown is currently in its
initial phase of construction with 90% of units already sold.

Our asset management unit also manages the investments made directly or through other investment vehicles

by our principal investment unit, which are not reflected in the table above. See "—Principal Investments.”

We have established a successful track record of private equity activities specifically in the energy and power
and real estate sectors.

Our private equity activities include 35 professionals focusing on several key industries including consumer
products, energy, healthcare, power, real estate, retail, technology and transportation. Our investment
professional s identify, manage and sell investments on behalf of our private equity funds. In addition, our
private equity professionals work closely with other of our business units, where they can benefit from the
expertise of speciaistsin debt and equity research, investment banking, leveraged finance and equity capital
markets.

Our real estate investment team identifies and executes investment opportunities in diverse projects and

assets, including residential and commercial construction projects, shopping centers and commercial buildings
for lease. The team is made up of experienced real estate and finance professionals, allowing a detailed
analysis of the economic viability of each project or asset in order to be able to select the best investment
opportunities.

Fund Administration or Fund Services

Through BTG Pactual Servicos Financeiros, we provide a broad range of financial servicesto our clientsin
respect of both onshore and offshore funds, including:

e calculation of net asset value, which is the cumulative market value of the fund’s assets net of its
liabilities;
e asset pricing;

e registrar and transfer agent services,
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e control of the fund’s fees (management and performance fees) and other expenses;
e reporting on the fund’s portfolio composition;

e preparation of monthly reports for the fund’s clients; and

e calculation of any tax that may be imposed on the funds.

Asadministrator of the funds, we are also responsible for providing any information regarding the funds to
regulators such as the Central Bank and the CVM and to ANBIMA as the self-regulatory authority.

According to data published by ANBIMA, on December 31, 2012, BTG Pactual Servicgos Financeiros was the
seventh largest fund administrator in Brazil with R$118.2 hillionin AUA.

Wealth Management

We provide investment advisory and financial planning services and offer investment products to HNWI
primarily located in Brazil. These services are provided through separately managed accounts as well as
multi-investor vehicles across diverse financial asset classes, through both funds managed by our asset
management team and funds managed by other financial institutions or asset managers. We also offer other
services to our wealth management clients such as wealth planning, loans and bank guarantees and family
office services.

As of December 31, 2012, our wealth management unit managed approximately R$62.2 billion in assets.
According to data published in a private banking survey by Euromoney in 2013, BTG Pactual Wealth
Management was ranked first in the category of best private banking services (overall) provider in Brazil.

For the year ended December 31, 2012, our revenues from wealth management business unit, as reflected in
our unaudited adjusted income statement, were R$201.7 million, representing 3.0% of our total revenues. The
following graph sets forth an overview of our wealth management portfolio and net inflows/outflows as of
each of the dates indicated bel ow:

2009 2010 2011 2012

I Assets Under Management (AUM) (R$ billion) === Net Resources Inflow (R$ billion)

On December 31, 2012, we had 6,076 wealth management clients, representing 2,528 economic groups for
whom we managed an average of R$20.0 million each. We have an extensive and diversified client base and
do not significantly depend on any particular client. The diversification of our client base is an essential aspect
of our business strategy.

The table below shows the number of clientsin our wealth management portfolio at the dates indicated:
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6,076

5,023

4154

2010

Organization

Our wealth management model is based on customized and pro-active client service through our specialized
client advisors. Each client advisor attends to a limited number of clients, offering arange of financial
products and personalized services according to each client’s needs. Our client advisors are expected to
understand their clients’ needs, financial expectations and risk tolerance. Periodic reviews allow our client
advisors to help clients monitor their portfolios and adapt to changing conditions. Client advisors are
principally organized by client market, which allows them a higher level of client focus. We believe that this
approach fosters long-term client relationships.

Our client advisors retain primary responsibility for increasing the penetration of wealth management service
products within our existing customer base by introducing products and services and for generating new
clients throughout Brazil.

We provide a number of asset-based, transaction-based and other services to clients. Asset-based services
include custodial services, deposit accounts, loans and fiduciary services, and transaction-based services
include trading and brokerage and investment fund services. Wealth management al so provides financial
planning and consulting services. These services include establishing proprietary trusts and foundations, the
execution of wills, corporate and personal tax structuring and tax efficient investments.

Financial Planning and Wealth Management. Develops integrated comprehensive wealth management
services in the form of tax and estate planning, liquidity and retirement lifestyle planning, insurance products,
real estate advisory services and a variety of sophisticated capital enhancement and asset protection strategies.

Financial Advisory. Provides advisory services and solutions to clients who are entrepreneurs or company
owners, including funding options and advice on structuring mergers and acquisitions.

Family Office. Provides a consolidated position of investments with a view to provide complete tax and estate
planning advice.

The following graph shows information concerning WUM, presented in R$ hillions, by asset classin wealth
management as of December 31, 2012:

258



BUSINESS

B Funds B Equities = Fixed Income Money Market Total

PanAmericano

In January 2011, Banco BTG Pactual 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% 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. The acquisition triggered a
requirement that Banco BTG Pactual commence atender 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 insignificant amount of additional non-voting shares of Banco PanAmericano.
As a result, Banco BTG Pactual maintained its 37.64% stake in Banco PanAmericano’s total outstanding
equity. In connection with this acquisition, Banco BTG Pactual and CaixaPar, who owns a 36.56% 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 its strategic alliance with Banco PanAmericano by entering into a cooperation agreement under
which CaixaPar has 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 aso intend to
expand the range of the financial products and services they offer through leveraging their distribution
channels. We believe the agreement 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 Banco BTG Pactual. 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. Thisresultsin 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, prior to our acquisition, Banco PanAmericano disclosed that a series of accounting
inconsistencies had been uncovered at Banco PanAmericano which resulted in losses totaling R$4.3 hillion.
Upon such announcement, Grupo Silvio Santos and CaixaPar sought to prevent new inconsi stencies 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 R$2.5 billion of capital. Subseguently, additional
financial irregularities totaling R$1.3 billion and other adjustments totaling R$500.0 million were identified.
As aconsequence, 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 aresult of the aforementioned problems, which demonstrated significant weaknesses and irregularities of
the existing accounting systems and internal controls of the institution, Banco PanAmericano is currently
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executing important investments in technology and processes in order to improve operational and competitive
conditions of the bank.

In April 2011, we acquired senior quotas of a credit receivable investment fund (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, or FGC, who established the FIDC and retained
ownership of subordinated quotas representing 20% of FIDC's capital. In December, 2011, we acquired the
subordinated quotas of the FIDC, as aresult increasing its ownership in the FIDC to 100%.

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. Banco BTG Pactua and CaixaPar committed to
exercise preemptive rights for an aggregate amount of R$1.335 billion, with Banco BTG Pactual's share
amounting to R$677.0 million. However, Banco BTG Pactual agreed that, upon the request of TPG Axon,
Banco BTG Pactual would transfer part of its preemptive rights with respect to atotal of R$182.0 million of
its 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 itstotal capital stock, thus reducing Banco BTG Pactual's contribution to
R$495.4 million. Following such exercise, Banco BTG Pactual maintained its 51.0% equity interest in Banco
PanAmericano's common shares, and Banco BTG Pactual and CaixaPar continue to co-control Banco
PanAmericano pursuant to the terms of a sharehol ders agreement which establishes the conditions for shared
control.

On January 31, 2012, Banco BTG Pactual 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 Banco BTG Pactual
described below), of which R$940 million was paid by PanAmericano and R$270 million was paid by Banco
BTG Pactual 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 Banco BTG Pactual acquired, retained the rights to
advise, manage and/or administer certain real estate and equity investment funds. In addition, Banco BTG
Pactual 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.

Banco PanAmericano generated a consolidated net income of R$67.0 million in 2011 and consolidated net
loss of R$495.9 million in 2012. However, there can be no assurance that it will not generate net losses during
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 loss adjustments relating to previous periods, is recognized in our income statement as equity
pick-up from associates. Banco PanAmericano recorded substantial adjustments to accumulated lossesin
2012. Accordingly, Banco BTG Pactual recorded gain of R$61.7 million and loss of R$119.7 million in
connection with the Banco PanAmericano equity pick-up for 2011 and 2012, respectively, in its financial
statements prepared in accordance with IFRS.  For the year ended December 31, 2012, our revenues from
Panamericano business unit, as reflected in our unaudited adjusted income statement, were losses of R$244.5
million, representing (3.6%) of our total revenues. The management of Banco PanAmericano is taking several
initiatives intended to improve Banco PanAmericano’s profitability and avoid any further accumulated loss
adjustments.

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

Below is a description of the main activities of our PanAmericano unit:
Consumer finance and personal loans

Banco PanAmericano provides direct consumer credit (crédito direto ao consumidor) and personal credit to
individualsin Brazil in the lower to middle income brackets for the acquisition of certain high-cost products,
including light and heavy-duty vehicles and motorcycles, real property, furniture, building materials,
household appliances, electric and electronic products, and to finance expenses related to tourism. Personal
loans are similar to direct consumer credit except that they are not granted for a specific purpose and can be
used for general purposes. Personal loans are generally supported by third party guarantees, while direct
consumer credit is usually guaranteed by conditional sale of real property or vehicles and post-dated checks.

Payroll deduction loans

Banco PanAmericano provides payroll deduction loans, atype of retail loan where repayments are deducted
directly from the salary payments of employees working at public sector entities which have agreements with
Banco PanAmericano. Banco PanAmericano has agreements with several public entities, including the states
of Rio de Janeiro, Ceard, Goias, Acre, Mato Grosso, Minas Gerais, Amazonas and Parang; civil servants and
pensioners of the administration of certain local and state capitals, including Goiania, Rio de Janeiro,
Floriandpolis, Belo Horizonte, Cuiaba and the INSS.

Credit Cards

In 2011, Banco PanAmericano implemented a number of initiatives intended to improve its credit card base,
including the redesign of its activation procedures and improvements to its Maxi Bonus rewards program and
the loan recovery processes. Banco PanAmericano also implemented a series of other measures to reduce
expenses and increase operating margins, such as renegotiations with co-branded card partners, the
implementation of more comprehensive and structured lending models and rationalization of the investments
to expand its base. All these efforts led to a decrease in the ratio of administrative expenses to net revenuein
2011.

In 2011, Banco PanAmericano issued 608.8 thousand new credit cards, including additional cards under the
Visaand MasterCard brands. Banco PanAmericano’s credit card account base, which includes institutional
and hybrid cards, ended 2011 with 2.0 million accounts, equivalent to 3.0 million issued cards. In 2011, the
volume of transactions on Banco PanAmericano credit cards was R$3.0 billion.

In August 2011, Banco PanAmericano competed against other Brazilian credit card issuers for operational
quality awards from the Visa brand, open to issuers with more than twelve million transactions per year, and
won in two of the award’s three categories, namely the highest efficiency rate in chargebacks and the lowest
request rate for copies of proof-of-sales receipts.

In September 2011, Banco PanAmericano completed the integration of the Rév Worldwide platform with its
branch network and Caixa lottery outlet network, which enabled the creation of the largest recharging network
for prepaid multiuse cards in Brazil.

Insurance

Banco PanAmericano’s main insurance products are (i) personal insurance and (ii) mandatory insurance for
personal injury caused by motor vehicles (Danos Pessoais Causados Por Veiculos Automotores de Vias
Terrestre), or DPVAT. Banco PanAmericano’s personal insurance division focuses on group life insurance as
well as personal accident and credit life insurance. In the personal injury insurance segment, Banco
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PanAmericano operates principally in the DPVAT consortium, which isapool of insurers who underwrite
DPVAT on ajoint liability basis.

Asapolicy, Banco PanAmericano passes risks in excess of R$100 thousand on to other insurers or reinsurers.
Corporate (Empresas Department)

Banco PanAmericano’s Empresas Department was launched in 2009 with a focus on guaranteed account and
working capital financing operations. As of December 31, 2011, Banco PanAmericano’s portfolio of loans
and financings totaled approximately R$843.9 million to approximately 124 corporations. Banco
PanAmericano’s Empresas Department is separate from our corporate lending business unit.

Principal | nvestments

Our principal investments includes proprietary investment activities involving a wide range of financial
instruments, including merchant banking and real estate investmentsin Brazil, as well as a variety of financial
investments in global markets. Our principal investments are primarily managed by our asset management

group.

We have proprietary investments in a diversified range of financial instruments across multiple asset classes
and geographic regions. Our principal investments teams responsible for the management of such investments
are located in S&o Paulo, Rio de Janeiro, New Y ork, 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, including fixed income, equities, currencies, foreign exchange,
derivatives, bonds, commodities and mortgages.

Our principal investments take on a variety of risks and devote substantial resources to benefiting from this
exposure. We leverage our analysis of information in order to take advantage of perceived disparitiesin the
value of assets in trading markets and of macroeconomic, company and industry-specific trends.

Our principal investments also involve arbitrage activities, by investing in a broad range of financial and
equity instruments. The strategy of activitiesis based on making global investments through a diversified
portfolio across different markets and event categories. Our investment decisions are the product of rigorous,
fundamental, situational and regulatory and legal analysis.

As part of our proprietary trading activities, we invest in equity funds, fixed income funds, multi-asset funds
and structured funds. For a description of these funds, see "—Business Units—Asset M anagement—
Management of Funds."

For the year ended December 31, 2012, our revenues from our principal investments business unit, as
reflected in our unaudited adjusted income statement, were R$2,338.2 million, representing 34.3% of our total
revenues.

As of June 30, 2013, our merchant banking consisted of investmentsin the following companies:

Our Direct or
Indirect
Company Name Description Investment Vehicle Ownership Stake
Brasbunker Provider of marine support services, offshore FIP Principa 16.20%

Participagbes S.A. logistics, construction and repair services and Investments
environmental protection solutions serving
the oil and gas exploration industry.
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CCRR Participagdes
SA.

Estre Ambiental S.A.

Brazil Pharma S.A.

Uni&o de Lojas Leader
SA.

A! BodyTech
Participacdes S.A.Y

Universo Online S.A

Contrail SA.

Latin America Power
Holding B.V.

Industry leader in adhesives, labels and
specialty paper marketsin Latin America
CCRR isaresult of the merger between
Colacril, the largest adhesives plant in Latin
America, and RR Etiquetas, responsible for
the implementation of the barcode systemin
Brazil.

One of the leadersin Brazilian waste
collection, treatment and disposal sectors.
Estre occupies a prominent position in
managing landfills and devel oping diagnostic
activities and integrated environmental
solutions for waste management.

Brazil Pharmais one of the largest
pharmaceutical retail companiesin Brazil (in
terms of number of stores), with more than
800 points of sale throughout Brazil. Brazil
Pharma’s business model relies on the
operation of drugstoresit ownsaswell asa
network of franchisees.

Leader isaBrazilian retailer headquartered
in the state of Rio de Janeiro with afocusin
the clothing and apparel segment
(comprising 73% of Leader’s sales) for
consumers primarily from the high growth B
and C economic classes in Brazil.

BodyTech is aleading Brazilian fitness chain
operating in both the high-end and low-end
markets in Brazil, with more than 31 unitsin
operation.

UOL is Brazil’s most popular web portal
with about 4 million unique visitors per day.
It is also Brazil’s leader in data center area
and online alternative payments (through
PagSeguro, the Brazilian equivalent of

Paypal).

Contrail isalogistics railway company
established by Estacdo da Luz Participactes
("EDLP") to capture the container flow to
and from the Santos Port.

LAP isacompany focused on the
development of renewable energy projects
(small and medium hydro plants and wind
farms) in Chile, Peru and Panama.

FIP Principal
Investments

FIP Principa
Investments

FIP Principal
Investments

FIP Principal
Investments and direct
investment

FIP Principa

Investments

FIP Principal
Investments

FIP Infrastructure fund

FIP Infrastructure fund

29.19%

9.38%

4.01%

51.87%

10.27%

2.21%

6.42%

10.61%
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SETE Participagdes
SA.

B&A Mineragdo(2)

QKR Corporation
Limited(2)

Tlnel de Barcelonai
Cadi(2)

ATLL Concessionaria
de La Generalitat de
CataunyaS.A(2)

Integraco
Transmissorade
EnergiaS.A

Geradora de Energia do
Amazonas S.A

SETE is acompany created to procure, own
and charter drilling rigs that will be used by
Petrobras in the exploration of the deepwater
Pre-Salt layer oil discoveries. Based on the
receivables from the existing contracts, it is
considered one of the largest drilling
companiesin the world.

B&A isajoint venture together with Mr.
Roger Agnelli focused on the exploration
and development of mining assetsin
fertilizer, iron ore and copper in Latin
Americaand Africa

QKR Corporation Limited is a newly-created
private mining company established to
acquire adiversified portfolio of growth
assets with a primary focusin Africaand
Latin America. The company’s aim is to
grow alarge and diversified mining assets
portfolio.

Tunel de Barcelonai Cadi is responsible for
the operation and maintenance of Vallvidrera
(11.5km) and Cadi (28.7km) tunnelsin the
region of Cataloniain Spain for a period of
35 years, based on a concession that
commenced in December 2012.

ATLL isresponsible for managing the 50-
year concession granted to Aigues Ter
Llobregat, the company that manages the
upstream water supply for the city of
Barcelonain Spain. The concession started
in November 2012 and has a duration of 50
years.

695 kilometers of strategically important
transmission lines in Brazil’s electric power
grid located in the States of Goias and
Tocantins. The project was granted a
concession of 30 years following a public
auction held in 2005 and became operationa
in April 2008.

A thermal power plant with an installed
capacity of 85.4MW located in the north of
Brazil (in operation since 2006), which the
BTG Pactual Group believesis strategically
important in ensuring electrical supply in the
northern region of Brazil and operating with
a 20-year power purchase agreement with
Amazonas Energia (local distribution
company) granted through public auction.

FIP Infrastructure fund
and other vehicles

Other vehicles

Other vehicles

Other vehicles

Other vehicles

FIP Brasil Energia

FIP Brasil Energia

16.49%

87.32%

18.73%

65.0%

39.00%

2.35%

2.31%
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TermelétricaVianaS.A

Geradora de Energia do
Norte S.A

Pequena Central
Hidrelétrica Rio do
Brago SA.

Linhares Geragdo S. A

CPFL Renovéveis
(current)

Santé Alimentacdo e
Servigos S.A.

Graticia Produtos
Alimenticios S.A.

MAI S Participagdes
SA.

BR Brokers S.A.

164MW of installed capacity in the State of
Espirito Santo (in operation since January
2010) with aload factor of 96.8%. Fueled by
heavy fud oil supplied by Petrobras and BR
Distribuidora, Tevisa operates with a power
purchase agreement of 15 years with 36
distribution companies awarded through the
A-3 energy auction in 2007.

Thermal power plants located in the State of
Maranh&o, with installed capacity of
331.74MW (in operation since January
2010). Operating with power purchase
agreement of 15 years with 36 distribution
companies awarded through the A-3 energy
auction in 2007.

Small hydroelectric power plan with
installed capacity of 11.52MW located in the
State of Rio de Janeiro (in operation since
February 2011) with an occupancy rate of
69.6%.

Gas power plant with 204MW of installed
capacity located in the State of Espirito
Santo (in operation since December 2010).
PPA’s of 15 years with 30 distribution
companies awarded through the A-3 energy
auction in 2008.

CPFL Renovaveis explores opportunitiesin
renewabl e energy, with a portfolio totaling
4,438MW comprised of small (up to 30MW)
and medium (up to 200MW) sized plants,
including 34 small hydropower plants, four
wind farms and three biomass power plants
in operation, one small hydropower plant, 25
wind farms and four biomass power plantsin
construction and five small hydropower
plants and 11 wind farms in devel opment.

Company in food industry specializing in the
outsourcing of industrial kitchens.

Fleet outsourcing company focused on the
private sector in the northeast region of
Brazil and also operates car rental and fleet
management businesses.

Specialty food company manufacturing
snack foods with strong market presencein
the State of Pernambuco and other
northeastern states of Brazil.

Leading real estate brokerage and consulting
firmin Brazil with more than 16,960 brokers
and 1,072 branches.

FIP Brasil Energia

FIP Brasil Energia

FIP Brasil Energia

FIP Brasil Energia

FIP Brasil Energia

Nordeste
Empreendedor FMIEE

Nordeste
Empreendedor FMIEE

Nordeste
Empreendedor FMIEE

FIP Principa
Investments

4.61%

1.15%

4.61%

3.61%

7.63%

2.74%

1.05%

3.69%

4.35%
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Deep SeaSA. Joint Venture between Deep Sea Supply and FIP Principal 17.11%
BTG Pactual focused on the operation of Investments
offshore supply vessels ("OSV") in Brazil.

Petro Africa S.A. Joint Venture (50/50) between Petrobras and FIP Principa 30.00%
BTG Pactual for oil and gas E& P activities Investments
in Africa

Timber SA. One of the largest independent commercial Banco BTG Pactua 26.67%

timberland management company
worldwide. With awidely diversified
portfolio across the USA, Latin America,
Europe and South Africa.

(1) Representsthe equity interest in case convertible feature of debentures held by usis exercised.
(2) Unfunded commitment. See "Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Commitments.”

While the merchant banking activities for the BTG Pactual Group are typically conducted through BTG,
Banco BTG Pactual is also engaged in certain merchant banking activities, consisting primarily of minority
investments in certain of the portfolio companies of the private equity funds managed by Banco BTG
Pactual’s asset management team. (see "—Asset Management—M anagement of Funds."

Real Estate

The BTG Pactual Group has also made, through Banco BTG Pactual, numerous investments in the Brazilian
real estate sector, which contributes to its principal investments business unit. It is possible that in the future
we will participate in certain of such investments or that we will be the vehicle for certain of the Brazilian rea
estate investments made by the BTG Pactual Group.

As of June 30, 2013, Banco BTG Pactual’s real estate investments consist of investments held in the
following portfolio companies:

Ownership
Company Name Description Investment Vehicle Stake
BR PropertiesS.A.  One of the most important market participantsin the Banco BTG Pactua 24.53%

Brazilian real estate properties segment, with afocus SA.
on the development, acquisition, leasing and sale of
commercia and industria/logisticsred estate
propertiesin Brazil. BR Propertiesis the surviving
company following the merger of BR Properties and
One Properties on March 29, 2012. See
"Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Significant
Acquisitions, Divestitures and Corporate
Restructurings Affecting the Results of Operations of
BTG Pactua—Establishment of One Properties and
Merger into BR Properties.”
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Company Name

Description

Ownership

Investment Vehicle Stake

BW Properties S.A.

ACS Omicron
Empreendimentos
Imobilidrios S. A

Maxcasa X1X
Empreendimentos

Imobilidrios S. A
Warehouse 1

Empreendimentos
Imobilidrios SA.

FIl BTG Pactua
Corporate Office
Fund

FlI Edificio Castelo

FII Property Invest

A redl estate development company focused on
commercia development and long-term real estate
investments. It was formed following our joint
investment with WTorre PropertiesS.A., and is
currently developing two real estate projectsin
rapidly growing regions of S&o Paulo. See
"Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Significant
Acquisitions, Divestitures and Corporate
Restructurings Affecting the Results of Operations of
BTG Pactua—Establishment of BW Properties S.A."

Residential real estate project in Sdo Paulo selling
50m? apartments at an average price of R$450
thousand each. The total potential value of the project
if all unitsare sold (valor geral devenda), or VGV, is
approximately R$62 million.

Residential real estate project in Sdo Paulo selling
70m? apartments at an average price of R$600
thousand each. The VGV for the project is
approximately R$106 million.

A commercial real estate project in Rio de Janeiro
selling spaces for stores, storage and other
commercia purposes ranging in size from 25mz2 to
larger warehouse spaces. The VGV for the project is
approximately R$380 million.

BC Fund is one of the largest Brazilian REIT and its
shares have been trading on the BM & FBovespa since
December 2010. The BC Fund was set up in June
2007 andits the primary objective being to invest in
commercial corporate office rental spacein Brazil,
strategically located in large commercia centers,
through the acquisition of commercial rea estate or
real estaterights, already built or in afinal stage of
construction.

FIl Edificio Castelo isa single-asset Real Estate Fund
that holds 100% of Edificio Castelo, aclass A
corporate building located in downtown Rio de
Janeiro.

FIl Property Invest is asingle-asset Real Estate Fund
that holds 100% of BCP Alphaville, aclass A
corporate building located in Alphaville (S&o Paulo
metropolitan region) and isin process of leasing up.
The fund was created in 2007 and the building was
completed in 2012..

Banco BTG Pactual
SA.

67.86%

Banco BTG Pactua
SA.

44.74%

Banco BTG Pactua
SA.

50.00%

Banco BTG Pactual
SA.

35.00%

Banco BTG Pactual
SA.

9.21%

Banco BTG Pactual
SA.

2.00%

Banco BTG Pactua
SA.

100.0%
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Company Name

Description

Investment Vehicle

Ownership
Stake

BTGP Read Estate
Development Fund

BCRE
Development Fund
I

FIl Hotel
Maxinvest

FII BTG Pactual
Shopping

FII BTG Pactual
Malls

FII BTG Pactual
Fundo de CRI

FII Ametista

BTG Pactual Real Estate Development Fund isa
vehicle focused on Brazil. The Fund will primarily
focus on residential/mixed use opportunities, with an
opportunistic view on small office buildings. The
Fund held itsfirst close in July, 2013 with US$ 480
million in commitments.

BCRE Development Fund 11 is a development fund
and was structured with the objective of providing a
return determined by foreign investors through the
participation in residential real estate development
projectsin Brazil. The Fund was created in June, 2010
and during its investment period made investments
located in Sdo Paulo, Goiés, Ceard and Bahia

FIl Hotel Maxinvest holds a portfolio of hotel (flats)
in S8 Paulo-SP with more than 400 units. The Fund
was created in 2007 to take advantage of the hotel
market in S0 Paulo, which was expected to recover
in the coming years. Recovery of the hotel market
effectively happened, the increase in the distribution
of hotel income and the increase in value of hotel
units ensured that investors in Maxinvest has received
one of the best returnsin the market since 2007.

FIl BTG Pactual Shopping holds a stakein FlI
Shopping West Plaza, asingle-asset REIT. FIl West
Plaza invests in shopping mall West Plazalocated in
the west region of Sao Paulo city

FIl BTG Pactual Malls holdsa stakein FlI Shopping
Jardim Sul, aREIT created in 2012 that investsin
Shopping Center Jardim Sul, a shopping mall located
in Morumbi - S&o Paulo city and managed by BR
Malls.

FIl BTG Pactual Fundo de CRI was the first Brazilian
Mortgage Backed Securities (MBS) REIT. Its shares
have been trading on the BM& FBovespa since its
IPO, held in April 2010. The purpose of FII BTG
Pactual Fundo de CRI isto invest in real estate assets
through the acquisition of the MBS, Mortgage Notes
(LH and LCl), and other eligible assets specified in
the fund’s bylaws.

FIl Amestistais currently a single-asset Real Estate
Fund that holds 100% of aland in Cgjamar — SP,
where will be developed a huge logistic property to a
traditional Brazilian retail company (built-to-suit).

Banco BTG Pactual
SA.

CPLS/BTGI

Banco BTG Pactua
SA.

Banco BTG Pactual
SA.

Banco BTG Pactua
SA.

Banco BTG Pactua
SA.

Banco BTG Pactual
SA.

50.00%

46.67%

16.49%

100.00%

100.00%

1.35%

100.00%

We make merchant banking investments generally through privately negotiated transactions with a view to
divestment within four to ten years.
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Transfer of BTG Alpha

Prior to March 31, 2010, BTGl, through our indirect wholly-owned subsidiary BTG Alpha, had merchant
banking investments in the following entities: a 12.4% equity stake in MM C Automotores do Brazil SA., a
50.0% stake in Farmais Franchising Ltda., a 19.7% equity interest in Brazil Pharma, a 12.4% equity stake in
Suzuki Veiculos do Brasil S.A., a95.0% equity stake in All Park Empreendimentos, Participacdes e Servicos
S.A. and a51.0% equity stake in Derivados do Brasil S.A.

On March 31, 2010, BTGI transferred BTG Alphafor R$92.4 million to the Merchant Banking Partnership.
The Merchant Banking Partnership is owned by the Partners. On April 1, 2010, the Merchant Banking
Partnership started to pay a management fee equal to 2.0% of the total AUM of the Merchant Banking
Partnership and a performance fee equal to 20.0% of the return on the investments to the asset management
unit of Banco BTG Pactual, which is serving as the investment advisor to such partnership. In addition, we
made a series of loans totaling R$92.4 million to the Merchant Banking Partnership to finance its acquisition
of BTG Alpha. Such loans were repaid in full in November 2010. However, the terms of the loans continue
to provide us with a portion of the profits made on certain of BTG Alpha’s investments in the Partners’
Merchant Banking Companies. In particular, with respect to certain designated investments that existed at the
time of such loans (or that were purchased by means of the capital commitments made with the proceeds of
such loans), the Merchant Banking Partnership is required to pay to us the Merchant Banking Equity Kicker.
The Merchant Banking Equity Kicker applies only to certain investments made in the past by us that were
transferred to the Merchant Banking Partnership. See "Related Party Transactions—Transfer of BTG Alpha
and BTGI Loan to the Merchant Banking Partnership” and "Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Significant Acquisitions, Divestitures and Corporate
Restructurings Affecting the Results of Operations of BTG Pactual—Divesture of BTG Alpha.

Asaresult of the Merchant Banking Equity Kicker, we also have economic interest in the following
companies:

Company Name Description

DVBR - Derivados do Brasil S.A. One of the largest operators of gas stations in southeastern Brazil created
following the merger of the networks of ViaBrasil and Aster.

Mitsubishi - MMC Automotores do Manufacturer and importer of Mitsubishi vehiclesin Brazil, selling
Brasil SA. approximately 60,572 vehiclesin 2012,

Susuki - SVB Automotores do Brasil Importer of Suzuki vehiclesin Brazil, selling approximately 7,115 vehiclesin
SA. 2012.

Estapar - Allpark Empreendimentos, Brazil’s largest parking company, with a presencein 15 Brazilian states.
ParticipacOes e Servicos S.A. Including franchisee parking lots, Estapar’s brand is present in over 800
parking lots, including lots in off-street segments, on-street (blue zone
electronic) segments, real estate and public and private concessions.

Brazil Pharma S.A. Brazil Pharmais one of the largest pharmaceutical retail companiesin Brazil
(in terms of number of stores), with more than 800 points of sale throughout
Brazil. Brazil Pharma’s business model relies on the operation of drugstoresit
owns as well as anetwork of franchisees.

Cdlfin

On November 13, 2012, Banco BTG Pactual consummated a transaction in which it purchased al of the
outstanding shares of Celfin, aleading financial services and brokerage firm in Chile that also operatesin
Peru and Colombia. We believe our transaction with Celfin represents a milestone in our effort to replicate
our history of successin Brazil throughout Latin America, in particular in the Andean region, and uniquely
positions us as atrue leader throughout the region.
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Celfin's History and Organization

Celfin was founded in 1988 by three partners, Jorge Errazuriz, Juan Andrés Camus and Mario Lobo, asa
research and asset management company. Shortly thereafter, Celfin was appointed as sub-advisor and local
administrator for the Chile Fund Inc., the largest vehicle for foreign currency investmentsin Chile, whichis
listed on the NY SE.

Celfin soon expanded its operations to include investment banking, partially as aresult of its relationship with
Salomon Brothers Inc., and in 1990, Celfin participated in the ADR offering of Compariia de
Telecomunicaciones de Chile, which was the first ADR issuance by a Chilean company. This transaction led
to Celfin's participation in numerous other equity offerings and listings by Chilean issuers.

In 1997, Celfin acquired a brokerage house and, shortly thereafter, became the leading brokerage house in
Chile, according to the Santiago Stock Exchange (Bolsa de Comercio de Santiago), with a market share of
16.1% as of December 2012.

Over the following ten years, Celfin continued to grow, eventually expanding its business to include
additional investment banking, asset management and wealth management operations. In 2007, Celfin
initiated its expansion throughout the Andean region and opened an officein Lima, Peru. Celfin is one of the
leading brokerage houses in Peru, with a market share of approximately 8.2% as of December 2012,
according to the principal securities regulator in Peru (Superintendencia de Mercado de Valores). In 2010,
Celfin continued its regional expansion by opening an office in Medellin, Colombia, and obtained a brokerage
licensein Colombiain October 2011.

Prior to the consummation of our purchase of Celfin, Celfin had six partners and two controlling shareholders,
Juan Andrés Camus and Jorge Errazuriz.

Celfin's Business Areas

Celfin has a comprehensive portfolio of products, and we intend to further expand its operations to include
many of the additional products and services we currently offer in Brazil.

Celfin's main business units are:
Asset Management

Celfinis one of the leading asset managersin Chile, with over US$4.3 billion in assets under management as
of December 31, 2012. Celfin's main clients include Chilean pension funds, insurance companies, family
offices and HNWI. Celfin's principal asset management products include publicly traded funds, private
investment funds and discretionary portfolios. As part of its offering of publicly traded funds, Celfin manages
closed-end funds, which mainly target HNWI and institutional investors, and open-ended funds, which are
primarily mutual funds targeted to corporations and individuals. Celfin's private investment funds and
discretionary portfolios primarily target individuals. The investment strategy of such funds and portfoliosisto
invest largely in Latin American and emerging debt and equity capital.

In addition, Celfin manages real estate investmentsin Chile on behalf of its clients through closed-end and
private investment funds. Real estate funds managed by Celfin own several residential and commercial
properties, including office buildings, in Santiago, Chile and from time to time enter into joint ventures for
residential development projects. In 2011, Celfin launched areal estate, mining and forestry fund focused on
making investmentsin real assets and financial assetsin those sectorsin Chile.

Wealth Management

Cefinisaleading wealth management firm in Chile, with US$5.6 billion in wealth under management as of
December 31, 2012. The wealth management group is divided in two subdivisions, one specializing in HNWI
and the other specializing in retail clients. Within its wealth management unit, Celfin offers brokerage and
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execution services, advisory services and discretionary portfolio management. Celfin has an independent and
dedicated investment team, which includes specialistsin different asset classes who provide tailored services
and advice to its wealth management clients. Celfin is actively expanding its wealth management servicesin
Peru.

Investment Banking

Celfin's investment banking group specializesin M& A, equity and debt capital markets and project finance.

In the capital markets area, Celfin is one of the largest firmsin Chile, with over US$10.0 billion in executed
equity transactions, US$5.0 billionin M&A transactions and US$4.0 billion in debt and capital markets
transactions from 2006 through 2012. Celfin's most significant recent capital markets transactions include the
sale of 28.0% of Lan Airlines for US$1.5 billion in 2010 and the capital increase of Compafiia Sud Americana
de Vapores (CSAV) of more than US$2.0 billion in three different tranches, the most recent of which closed
in February 2012. Celfinis also an active participant in local and cross-border M& A, having served as advisor
in connection with the US$555.0 million acquisition of Cementos Melon by the Brescia Group of Peru and
the acquisition of Cintra Chile by ISA of Colombiain 2010. In debt capital markets, Celfin has served as
underwriter or lead manager in transactions that have raised more than US$4.0 billion of capital for its clients
from 2008 through 2012. In 2011, Celfin also created a project finance group specializing in advising and
raising capital for infrastructure projects throughout Latin America.

Celfin has received numerous awards from various publications in recent years, including from Diario
Financeiro, aleading business newspaper in Chile, for being the best investment bank in Chile in 2010 and
2011. In addition, Celfin was awarded best financial institution in Chile by Latin Finance and World Finance
in 2010 and 2011, respectively and best financial institution in Chile by World Finance in 2012 as well as best
wealth management institution by Euromoney in 2012.

Salesand Trading

Celfin is one of the leading brokerage houses in the Andean region, with a physical presencein Chile, Peru,
and Colombia. Since 2001, Celfin has been among the top three brokersin Chile in terms of volume traded,
reaching 16.1% market share as of December 2012. Celfin's main clients include local and foreign
institutional investors and individuals. In Peru, Celfinis also aleading broker in terms of volume traded, with
amarket share of approximately 8.2% as of December 31, 2012. Although Celfin only recently commenced
brokerage operations in Colombia, it has gained a significant position with respect to institutional investorsin
Colombia. While Celfin has a strong regional presence in equity brokerage, it has been historically less active
in the fixed income brokerage market, where it competes with commercial banks.

As part of its Fixed Income, Currency and Commaodities (FICC) group, Celfin trades local government and
corporate bonds for third parties, and to alesser extent, for its own account. Celfin isalso activein foreign
exchange trading, spot and forward trading for individuals and corporations and simple derivatives
intermediation. In addition, Celfin's FICC team structures notes for its clients.

Institutional Fund Distribution

Celfin provides research and other servicesto institutional investorsin the Andean region, mainly pension
funds, to assist them in making investments outside of Chile, Peru and Colombia. Celfin is one of the largest
participants in this market, with a market share of 18.9% as of December 2012. As of December 31, 2012, the
market value of products distributed by Celfin on behalf of foreign asset managers and held by institutional
investorsin Chile, Peru and Colombiawasin excess of US$11.0 billion.

Bolsay Renta

On December 30, 2012, Banco BTG Pactual consummated a transaction in which it purchased all of the
outstanding shares of Bolsa y Renta, one of Colombia’s largest equity brokerage firms in terms of transaction
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volume, for total consideration of approximately US$58.4 million, thus concluding negotiationsinitiated with
Bolsay Rentain 2011.We view our transaction with Bolsay Renta as key to our efforts to achieve substantial
additional geographic diversification.

Bolsay Renta's History and Organization

Bolsay Renta, Comisionista de Bolsa, was founded by Luis Carlos Vargas Molinain Medellin, Colombiain
1953 to trade Colombian stocks and bonds. Subsequently, it operated under different names until 1992, when
it adopted its current name - Bolsay Renta S.A. Since its establishment, the firm has provided high quality
products and services to the Colombian market and has sought to develop highly qualified talent through the
implementation of aresults oriented philosophy that stresses high ethical principles.

Bolsay Rentais known for its involvement in the devel opment of the Colombian stock market. Notably,
Bolsay Rentawas a founding member of the "Bolsa de Valores de Medellin" in 1961 and also participated in
the establishment of the "Bolsa de Valores de Colombia" in 2001.

In 2006, a new group of senior executives acquired a percentage of Bolsay Renta, with the goal of
implementing an innovative business plan based upon cutting-edge market strategies that both supported the
firm's traditional activities in the Colombian stocks and bonds market and also aimed at providing new
products such as funds, alternative investments and private portfolio management.

In 2008, Bolsay Renta expanded its operation to Bogota. Shortly thereafter, the firm began operationsin the
Colombian foreign exchange market and also began to trade in the derivatives market.

In 2010, Bolsay Rentaled ConConcreto S.A.'sinitia public offering in Colombia as well as Banco
Davivienda S.A.'s offering. In 2011, the firm led Grupo Nutresa's offering and expanded its business to
include investment banking operations.

Prior to the consummation of our purchase of Bolsay Renta, it had 26 partners, and as of December 31, 2012,
Bolsay Renta had 265 employees and 3 offices in Colombia (located in Medellin, Bogota and | bagué).

Business Model and Financial Highlights

Bolsay Rentais an investment bank, asset manager and wealth manager with a business model focused on
satisfying the needs of individual, institutional and corporate clients through the application of disciplined and
well-rounded investment processes and client oriented strategies. Bolsay Renta's products include equity,
capital market funds, alternative funds, private portfolios, investment banking and international products.
Bolsay Renta also provides additional services such as equity research and online trading.

Bolsay Renta has consistently been a major player on the Colombian stock market, ranked as one of the
largest broker dealer by volume of equity transactions in Colombia, with a portfolio of US$3.4 billionin
wealth under management and US$721.2 million in asset under management as of December 31, 2012.

Bolsay Renta also has an internationally recognized team of research analysts and is recognized for having
the largest economic research coverage in the Colombian stock market.

Competition

The financial servicesindustry, and all of the businesses with which we compete, are intensely competitive,
and we expect them to remain so. Our competitors are other investment banking and financial advisory firms,
broker-dealers, commercial and universal banks, insurance companies, investment management firms, hedge
fund management firms, merchant banking and private equity firms and other financia institutions. We
compete with some of our competitors globally and with others on aregional, product or niche basis. We
compete on the basis of a number of factors, including quality of personnel, transaction execution skills,
investment track record, quality of client service, individual and institutional client relationships, absence of
conflicts, range of products and services, innovation, brand recognition and business reputation.
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In recent years there has been substantial consolidation and convergence among companies in the financial
services industry. In particular, a number of large commercial banks, insurance companies and other broad-
based financial services firms have established or acquired broker-dealers or have merged with other financial
institutions. Many of these firms have the ability to offer a wider range of products than we offer and have
more extensive investment banking, principal investments, asset management and wealth management
services, which may enhance their competitive position. This trend toward consolidation and convergence has
significantly increased the capital base and geographic reach of our competitors.

We also face intense competition in attracting and retaining qualified employees and other personnel in each
of our business units. We compete on the level and nature of compensation and equity-based incentives for
key employees and other personnel. Our ability to continue to compete effectively in each of our business
units will depend upon our ability to attract new highly qualified employees and retain and motivate our
existing talent.

We believe that our main competitors (including their affiliates) across the seven business units in which we
operate include the following:

Investment Banking. Banco do Brasil S.A., Banco Bradesco BBI S.A., Banco Merrill Lynch de Investimentos
S.A., Banco Citibank S.A., Banco Credit Suisse (Brasil) S.A., Deutsche Bank S.A. Banco Alem&o, Goldman
Sachs do Brasil Banco MUltiplo S.A., HSBC Bank Brasil S.A. Banco Miltiplo, Banco Itall BBA S.A., Banco
J.P. Morgan S.A., Banco Morgan Stanley S.A., N M Rothschild & Sons Limited and Banco Santander
(Brasil) SA;

Corporate Lending. Banco do Brasil S.A., Banco Bradesco BBI S.A., Banco Santander (Brasil) SA., Itad
Unibanco S.A., Banco Citibank S.A., Banco Credit Suisse (Brasil) S.A. and HSBC Bank Brasil S.A. Banco
Mdltiplo;

Sales and Trading. Banco do Brasil S.A., Banco Bradesco S.A., Banco Merrill Lynch de Investimentos S.A.,
Banco Citibank S.A., Banco Credit Suisse (Brasil) S.A., Deutsche Bank S.A. Banco Alem&o, Goldman Sachs
do Brasil Banco M{ltiplo S.A., HSBC Bank Brasil S.A. Banco MUiltiplo, Banco Itai BBA S.A., Banco J.P.
Morgan S.A., Banco Morgan Stanley S.A. and Banco Santander (Brasil) S.A.;

Principal Investments. Banco do Brasil S.A., Banco Bradesco BBI S.A., Banco Merrill Lynch de
Investimentos S.A., Banco Citibank S.A., Banco Credit Suisse (Brasil) S.A., Deutsche Bank S.A. Banco
Alemao, Goldman Sachs do Brasil Banco Mdultiplo S.A., HSBC Bank Brasil S.A. Banco Mdltiplo, Banco Ital
BBA S.A., Banco J.P. Morgan S.A., Banco Morgan Stanley S.A. and Banco Santander (Brasil) SA.;

Asset Management. Banco do Brasil S.A., Ital Unibanco S.A., BRAM Bradesco Asset Management S.A.
DTVM, HSBC Bank Brasil S.A. Banco Miltiplo, Banco Credit Suisse (Brasil) S.A. and BNY Mellon
Servigos FinanceirosDTVM SA.;

Wealth Management. Itall Unibanco S.A., Banco Credit Suisse (Brasil) S.A., Banco do Brasil S.A., Banco
Opportunity S.A., Banco Bradesco S.A. and Banco SafraS.A.; and

PanAmericano. Banco Votorantim S.A., Banco Bradesco S.A., Banco Safra S.A., Banco do Brasil SA., [tall
Unibanco S.A. and Banco Santander (Brasil) S.A.

The competitors mentioned above do not necessarily include Celfin’s or Bolsa y Renta’s competitors.
Risk M anagement

In the ordinary course of our business, we are exposed to various risks inherent to banking activities. The way
we manage these risks directly affect our activities and operations and, consequently, our results of operations
and financial condition. Some of the most significant risks to which we are exposed to include market risk,
liquidity risk, credit and counterparty risk, tax risk, operational risk and legal and regulatory risk.
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Our management of these risks involves different levels of our management team and encompasses a series of
policies and strategies. See "Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Risk Management.”

We seek to monitor and control our risk exposure through a variety of separate but complementary financial,
credit, operational, compliance and legal reporting systems. In addition, a humber of our committees are
responsible for monitoring risk exposures and for general oversight of our risk management process. These
committees (including their subcommittees), meet regularly and consist of senior members of both our
business units and areas that are independent of our business units.

Infor mation Technology

Information technology is an essential component of our business growth, and thus our information
technology architecture has continuously been developed to increase the efficiency and reduce the operational
risk of our business processes. Over the years we have devel oped a comprehensive and fully integrated
system platform that supports all business lines, which we believe to be perfectly fitted to the Brazilian and
international markets.

We have two main data centers, one in Rio de Janeiro and one in Sdo Paulo, which are configured to act as
back-up sites to each other. In addition to the Brazilian data centers, we have two othersin New Y ork and
London to support our international business operations locally as well as function as back-up sites globally.

We believe that our security policy is well-disseminated among and adhered by our personnel. This policy
regulates the access and use of al our information technology resources by our personnel, and encompasses
human, physical and logical security requirements, as well as encrypted resources.

We are currently designing and developing what we consider to be a next generation platform to support the
growth of our business for the next decade. The strategic projects that have been executed include the
implementation of the leader Enterprise Resource Planning (ERP) system, the use of virtualization to optimize
the use of the servers and the redesign of our international system platform to better support our international
expansion.

Marketing

We believe that the strong recognition of our brand is primarily the result of the strong and transparent image
we have built with our clients and the awards that we have received, such as the best bank in M&A in Latin
America by Global Finance in 2012; the best fund manager in the Largest Fixed Income and Flexible Mixed
Allocation categories by Standard & Poor's/Valor Econdémico in 2012; the best investment bank in Brazil by
Latin Finance in 2010 and Global Finance in 2011; #1 M&A — Brazil 2011 from the annual rankings of each
of Thomson Reuters, Bloomberg and Dealogic; the Best Fund Manager — Brazil 2011, as well as Best
Manager in Active Fixed Income 2011, Best Manager in Conservative Fixed Income 2011, Best Manager in
Multi-Market Assets 2011 and Best Manager in Wholesale Funds 2011, all from Exame and FGV; Best Fixed
Income Fund Manager 2011 and Best Multi-Market Fund Manager 2010 from Valor Econdmico; #1 M&A
Best Investment Bank — Brazil 2010 from Latin Finance Best Equity House — LatAm 2010 from Latin
Finance; Equity House of the Y ear — Brazil 2010 from Euromoney; Best Brazil and LatAm Fixed
Income/Credit Research 2010 from Ingtitutional Investor, among others. We believe that our strong
recognition also helps us to attract new clients without significant marketing initiatives and signals our
expertise in the market. Our marketing efforts are usually limited to specific and focused marketing events.

Human Resour ces

Prior to the BTG Pactual Group’s corporate restructuring in September 2011, BTGI (and consequently, BTG
Pactual Participations) had employeesin its subsidiaries that were responsible for conducting its international
activitiesin London, New Y ork and Hong Kong. Pursuant to the corporate restructuring of the BTG Pactual
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Group in September 2011, however, these employees were transferred to Banco BTG Pactual, and, as aresult,
as of the date of this Prospectus, BTG Pactual Participations does not have any employees. Banco BTG
Pactual’s asset management team is responsible for managing the investments of the BTG Pactual Group.
Neither Banco BTG Pactua nor BTG Pactual Participations sets aside funds for pension or retirement plans
or other similar benefits for any BTG Pactual employee or senior management. See "M anagement—
Compensation.”

As of December 31, 2012, our personnel consisted of over 2,195 employees (including full time employees,
interns, outsourced employees and the employees of Celfin) who perform a number of different supporting
activities. The table below shows the number of such individuals by geographic location as of the dates
indicated:

Asof December 31,

Location 2010 2011 2012
Brazil
Rio de Janeiro 481 541 623
Séo Paulo 421 466 667
Belo Horizonte 5 5 5
Porto Alegre 5 5 6
Recife. 7 7 7
Brasilia - - 4
New York® - 89 110
London® - 76 91
Hong K ong®” - 9 12
Chile? - - 507
Peru®® - - 36
Colombia® - - 23
Other locations - 2 6
Outsour ced 60 56 98
Total 979 1,256 2,195

(1) Pursuant to the corporate restructuring of the BTG Pactual Group in September 2011, employees of BTGI’s
subsidiaries responsible for conducting our international activitiesin London, New Y ork and Hong Kong were
transferred to us.

(2) Reflects the former employees of Celfin following the acquisition consummated on November 13, 2012.

In order to meet Central Bank requirements, as well asimprove the quality of our credit products, we

regularly provide classes, seminars and conferences for our personnel in their respective areas of expertise,

including classes related to the prevention of money laundering. See "Management’s Discussion and Analysis
of Financial Condition and Results of Operations—Risk Management—L egal and Regulatory Risk." We also
regularly provide financial support to other classes and seminars requested by our personnel that we deem
useful for our business operations.

In 2012, we had payroll expenses of R$605.6 million, including expenses in connection with salaries, payroll
charges and benefits. These benefitsinclude: (i) meal vouchers, (ii) food vouchers and (iii) medical and dental
insurance. We also maintain a profit-sharing plan regulated by a collective bargaining agreement with the
National Banks Federation (Federacéo Nacional de Bancos) and the Banking Trade Union (Sindicato dos
Bancarios).

Our personnel based in Brazil are also members of the Banking Trade Union, and we are members of several
bank associations. We believe that we have a good relationship with our employees and relevant unions and
we have never experienced a strike or other labor conflict.
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Properties

We have officesin Rio de Janeiro, S8o Paulo, Porto Alegre, Belo Horizonte, Recife, Brasilia, Salvador and
Ribeir&o Preto, Brazil, aswell as officesin New Y ork, London, Hong Kong, Santiago, Lima, Medellin and
Bogota. In 2013, we expect to open an office in Curitiba, Brazil and are in the process of establishing an
officein Mexico City. We own a portion of our offices in Santiago, Chile and otherwise lease al of our
offices. In December 2012, moved our S&o Paulo operations to a substantially larger office and may seek
additional leases in the future as aresult of our growth prospects.

All of our lease agreements are valid, with a specified term. There are no liens or encumbrances affecting the
properties which we lease, and our use and operation of such properties do not violate any applicable laws.

Insurance

We maintain insurance policies to cover us against certain risks we believe may affect our operations. We
only maintain insurance policies for our independent directors that provide coverage against risks associated
with fraud, directors’ and officers’ liability, and other related risks which are customary in the industry in
which we operate. Our insurance policies are renewed on an annual basis and contain standard terms and
conditions applicable to insurance policies with similar coverage.

Our insurance policy for named perils provides coverage against damages to our furniture and devices within
such premises caused by fire, lightning, explosions and electric damages, in our offices, as well any other
damage caused by any of the events mentioned. The maximum recovery award under our two insurance
policies that we maintain varies according to the covered location. Such award may be up to R$71.0 million.

Intellectual Property

We have registered the trademark "BTG Pactua" in both word and combined forms before the Brazilian
Ingtitute of Industrial Property (Instituto Nacional de Propriedade Industrial), and before intellectual property
agencies in several other countries, including the United States, Hong Kong, Singapore, Chile, Argentina,
Mexico, Indiaand Turkey.

In addition, we have registered several other brands we usein Brazil and elsewhere such as"Latin
Stockwatch," "Brazil Equities Handbook," "Latin American Daily Economic Comment" and "Brazil Follow
the Money."

We own the domain names "pactual.com.br" and "btgpactual.com.br,” among others, which are duly
registered with NIC.br (Nucleo de Informacéo e Coordenacdo do Ponto Br), the entity responsible for
registering domain names in Brazil.

Material Agreements

We are party to several agreements arising out of the normal course of our business, such as a broad range of
financial agreements and other agreements, including for telecommunications services, supply of goods and
information technology. We do not believe that any of those agreements, taken individually, is material to
either Banco BTG Pactual's or BTG Pactual Participations financial condition, results or operations. For a
summary of material agreements entered into with related parties, see "Related Party Transactions.”

In addition, we have entered into certain other material acquisition and sale agreements. Banco BTG Pactual
is a party to material agreements relating to (i) the acquisition of Banco PanAmericano (see "Management's
Discussion and Analysis of Financia Condition and Results of Operations—Significant Acquisitions,
Divestitures and Corporate Restructurings Affecting the Results of Operations of BTG Pactual—Acquisition
of Banco PanAmericano Co-Controlling Interest and BFRE") and (ii) the creation of One Properties (see
"Management's Discussion and Analysis of Financial Condition and Results of Operations—Significant
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Acquisitions, Divestitures and Corporate Restructurings Affecting the Results of Operations of BTG
Pactual—Establishment of One Properties and Merger into BR Properties').

Both Banco BTG Pactual and BTGI (and consequently BTG Pactual Participations) are parties to material
agreements relating to (i) the acquisition of Celfin (see "Management's Discussion and Analysis of Financial
Condition and Results of Operations—Significant Acquisitions, Divestitures and Corporate Restructurings
Affecting the Results of Operations of BTG Pactual—Acquisition of Celfin") and (ii) the acquisition of Bolsa
y Renta (see "Management's Discussion and Analysis of Financial Condition and Results of Operations—
Significant Acquisitions, Divestitures and Corporate Restructurings Affecting the Results of Operations BTG
Pactual—Acquisition of Bolsay Renta").

Legal Proceedings
BTG Pactual Participations

Other than as described below in this "Legal Proceedings," BTG Pactual Participations is not aware of any
governmental, legal or arbitration proceedings (including any such pending or threatened proceedings) in the
12 months preceding the date of this Prospectus that may have or have had a significant effect on BTG
Pactual Participations financial position or profitability.

On November 27, 2012, BTGlI, Acciona S.A. and a consortium of investors were awarded the management
concession for Aigues Ter Llobregat, the company that manages the upstream water supply for the city of
Barcelona, Spain, for a period of 50 years. BTGI holds a 39% equity interest in ATLL, Concessionariade La
Generalitat de Catalunya S.A., or ATLL, the entity that was awarded the concession. The total concession
fees are EUR1,047 million, of which EUR310 million was paid on the signing of the contract and the
remainder will be paid in 50 annual installments. As of December 31, 2012, BTGI had an investment
equivalent to R$157.7 million and loans equivalent to R$168.3 million.

The result of the bidding processis being challenged in the Tribunal da Catalunain Barcelona, Spain by a
third party that also participated in the bidding process. ATLL and its legal advisers believethat ATLL has
contractual rightsto obtain compensation for any losses incurred in connection with such challenge as well as
to obtain reimbursement of the amount paid to the concession in the event of aloss of the lawsuit and
consequently, the concession. As aresult, neither BTGI nor BTGP have recorded any provision for this
matter.

Banco BTG Pactual

Banco BTG Pactual is party to variousjudicial and administrative proceedings, including tax, labor and civil
proceedings, arising in the ordinary course of its business. While it is not feasible to predict or determine the
ultimate outcome of all pending or threatened legal and regul atory proceedings, we believe that Banco BTG
Pactual’s provisions for judicial and administrative proceedings are sufficient to meet its potential losses. As
of December 31, 2012, Banco BTG Pactual’s provisions for legal proceedings were R$673.8 million and
respective judicial deposits were R$654.9 million, as detailed below. Other than as described below in this
"Legal Proceedings," Banco BTG Pacual is not aware of any governmental, legal or arbitration proceedings
(including any such pending or threatened proceedings) in the 12 months preceding the date of this Prospectus
that may have or have had a significant effect on the financial position or profitability of Banco BTG Pactual.

Tax Proceedings

As of December 31, 2012, Banco BTG Pactual was a party to approximately 239 legal proceedings involving
the payment of certain taxes and contributions, representing contingencies in the total amount of
approximately R$3,833.9 million, for which provisions in the amount of approximately R$644.7 million and
judicial depositsin the amount of approximately R$633.0 million have been made. One of the most material
of these proceedings is comprised of disputes related to the payment of Social Security Contribution tax
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(Contribuicéo para o Financiamento da Seguridade Social), or COFINS dating back to the period from
February 1999 onwards. Such proceedings involve an aggregate amount of approximately R$584.2 million,
which was fully deposited. In 1998, new tax legislation was enacted which required Brazilian companies to
pay COFINS on revenues resulted from financial investments (Law No. 9,718/98). Prior to 1998, the
Brazilian Federal consgtitution dictated that Brazilian companies were only required to pay COFINS taxes on
revenues from operational activities. Banco BTG Pactual challenged the assessment of COFINS from
financial investments and claimed the right to calculate the tax pursuant to the Complementary Law No. 7/70,
arguing that in order to expand the COFINS tax calculation basis, the Brazilian legislature was required to
observe a congtitutionally mandated waiting period prior to enacting the legidation. In December 2008, Banco
BTG Pactual obtained partially favorable decisions in the Federal Regional Court of Brazil, and in July 2010,
Banco BTG Pactual appeal ed such decisions before both the Brazilian Superior Court of Justice and to the
Brazilian Supreme Court. Banco BTG Pactual is currently awaiting resolution of these appeals, and in the
meantime, its rights under the initial partially favorable decision are till in effect. Banco BTG Pactual has
been advised by its external legal counsel that it has a possible likelihood of losing these appeals.

In addition, Banco BTG Pactual is also party, as of December 31, 2012, to several additional tax proceedings,
representing contingenciesin the total amount of approximately R$1,052.3 million, for which no provisions
were made. These proceedings include: (i) proceedings in the amount of R$872.9 million concerning
payments related to Banco BTG Pactual’s profit sharing program (PRL) challenging the social security
contribution related to these payments and its non-deductibility from its income and social contribution tax
base (IRPJ and CSLL, respectively); (ii) an administrative proceeding in the amount of R$91.9 million
involving the Municipality of Sdo Paulo’s assessment that certain services rendered in Rio de Janeiro were
effectively rendered in S8o Paulo; and (iii) proceedings in the amount of R$87.5 million concerning the
demutualization and PO of the Bovespa and BM&F, challenging the taxation of PIS, COFINS, IRPJ and
CSLL on revenues arising from Banco BTG Pactual’s sale of these companies’ shares. Banco BTG Pactual
has been advised by its external legal counsel that it has a possible likelihood of 1osing these proceedings.

In addition to the legal proceedings described above, in October 2012, the BTG Pactual Group received atax
assessment totaling R$1,994.0 million in which the main alegation (referring to approximately R$1,970.0
million) was its use of the amortization of certain goodwill to reduce the amount of the IRPJ and CSLL taxes
payable by it was inappropriate. Such goodwill was originated in connection with the acquisition of Banco
BTG Pactua by UBS in 2006. The amortization of such goodwill occurred from February 2007 to January
2012, athough the tax assessment solely relates to the IRPJ and CSLL tax returns for the calendar years 2007,
2008 and 20009.

Banco BTG Pactual filed an appeal of this tax assessment. Based on its analysis of applicable case law,
including in recent similar cases, we believe that the tax assessment is without merit and that Banco BTG
Pactual will ultimately prevail in its appeal. Asaresult, Banco BTG Pactual does not expect to incur any
losses (other than the costs of the appeal) in connection with this matter, and has not established (and does not
expect to establish) any related reserves on its financial statements. In addition to its assessment asto the
validity of thistax assessment, in the event that Banco BTG Pactual incurs losses in connection with this
matter, we believeit is entitled to be indemnified by third parties for such losses. Accordingly, in no event do
we expect Banco BTG Pactual to incur any material losses in connection with this matter.

Labor Proceedings

Asof December 31, 2012, Banco BTG Pactual was a party to approximately 154 labor proceedings,
representing contingencies in the total amount of R$103.1 million, for which provisionsin the amount of
R$9.9 million and judicia deposits in the amount of R$3.7 million have been made. Most of the labor
proceedings relate to claims of non-payment of overtime alleged by employees and the recognition of
employment relationship by employees from outsourced service providers.
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Civil and Other Proceedings

As of December 31, 2012 Banco BTG Pactual was defendant to approximately 206 civil and other
proceedings (including certain non-regulatory proceedings with governmental and other supervisory entities),
representing estimated contingencies in the total amount of R$913.5 million, for which provisionsin the
amount of R$19.1 million and judicial depositsin the amount of approximately R$16.8 million have been
made.

On April 13, 2012, in connection with an ongoing civil, non-criminal investigation in Italy related to certain
trades in the securities of an Italian market issuer made by the BTG Pactual Group’s controlling shareholder
and chief executive officer, André Santos Esteves, in his personal capacity in 2007, Mr. Esteves was informed
that an administrative finding was reached. The finding determined that Mr. Esteves misused privileged
information (on a secondary basis, as provided under applicable Italian law) in connection with the trades in
the securities of Cremonini S.p.A., which was then in negotiations with JBS S.A. regarding a partnership
transaction. As aresult, Mr. Esteves was fined €350,000 and suspended for a period of nine months from
serving as adirector or executive officer of acompany regulated by the Italian Companies and Stock
Exchange Commission (Commissione Nazionale per le Societa e LaBorsa). In addition, his apparent profit
from such trades was blocked. Mr. Esteves has filed an administrative appeal against such decision, whichis
currently under review. Based on the nature of the proceeding, this matter is not expected to result in any
crimina liability to Mr. Esteves. We believe that this matter will not have any adverse effect onthe BTG
Pactual Group, including on Mr. Esteves’ capacity to serve in his present role in any of the companies within
the BTG Pactual Group. Mr. Esteves believes the all egations are without merit.

Banco PanAmericano is currently involved in a dispute with certain persons with respect to the amounts due
on bank certificates of deposit, or CDBs, it issued to such persons between 2005 and 2008. The CDBs bore
interest at rates significantly higher, and had longer maturity dates, than similar securitiesissued by other
financial ingtitutions during that period. Banco PanAmericano has commenced legal proceedings to challenge
the enforceability of its obligation to pay the contractual interest rate due on such CDBs. Despite such
challenge, as of December 31, 2012, Banco PanAmericano had provisions of R$701.5 million with respect to
the principal and interest due on such CDBs. Banco PanAmericano also posted a bond of R$20.8 millionin
the form of Brazilian government securities with respect to certain of such CDBs which have already
matured. In addition, Banco BTG Pactual is also involved with other proceedings involving Banco
PanAmericano which, if determined unfavorably, would result in it being indirectly liable for certain
obligations of previous affiliates of Banco PanAmericano in atotal amount of R$800.0 million. Banco BTG
Pactual has been advised by its external legal counsel that its chances of success are likely and, accordingly,
has not recorded any provisionsin relation to such proceedings. We believe that if Banco PanAmericano is
successful in the legal proceedings described above, it will be positively affected. Conversely, we believe that
if such legal proceedings are decided adversely to Banco PanAmericano, Banco BTG Pactual’s financial
condition and results of operations would not be materially and adversely affected.

Under the Brazilian constitution, any Brazilian has standing to institute an action for the purpose of
"protecting the public interest” by seeking to annul an act pertaining to an entity in which the State
participates. In April 2011, a Brazilian citizen filed alawsuit (ag8o popular) against Banco BTG Pactual and
certain members of the Brazilian government, Caixa Economica Federal (or Caixa) and PanAmericano
seeking an injunction to prevent Banco BTG Pactual’s 2011 acquisition of a co-controlling stake in Banco
PanAmericano and PanAmericano’s liquidation. The request for injunctive relief was denied, and the plaintiff
filed apreliminary appeal. Banco BTG Pactual is currently awaiting a decision on such preliminary appeal, as
well as ajudgment on the merits at the lower court. Banco BTG Pactual has been advised by its external legal
counsel that its chances of loss are remote and, accordingly, has not recorded any provisions.

Banco BTG Pactual is also a party, as of December 31, 2012, to aclass action lawsuit filed in S&o Paulo by
the local Public Prosecution Service claiming that Banco BTG Pactual and other banks are required to provide
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certain information about its clients to the Public Prosecution Services and the Federal Police, absent judicial
authorization. We believe that the Public Prosecution Service’s requests violate banking confidentiality laws.
This lawsuit was dismissed, but the plaintiff has filed an appeal, which is currently pending. Banco BTG
Pactual has been advised by its external legal counsel that its chances of success are possible and,
accordingly, has not recorded any provisions.

As of December 31, 2012, Banco BTG Pactual was also a party as a potential creditor to approximately 22
civil proceedings totaling approximately R$127.0 million.

Regulatory Proceedings

Banco BTG Pactual is exposed to significant regulatory action and supervision, mainly from the Central Bank
and the CVM. As a consequence, Banco BTG Pactual could face claims against it and investigations related
to its business, including with regard to its investment recommendations and trading activities.

In 2008, the Central Bank notified Banco BTG Pactual that it had commenced an administrative proceeding
against it and our principal shareholder. The administrative proceeding arises from certain day trade
transactions carried out during October 2002 to February 2004 to benefit a foreign investor to Banco BTG
Pactual’s detriment. The potential fine is up to 5.0% of the value of the transactions, which would total
approximately US$189.0 million. In July 2008, Banco BTG Pactual filed an administrative defense, and, on
May 14, 2012, Banco BTG Pactual filed a petition to be acquitted of all allegations. Banco BTG Pactual
continues to await a Central Bank ruling. We do not expect this proceeding to adversely affect Banco BTG
Pactual.
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BTG Pactual is structured as two separate sub-groups of commonly owned entities: (i) Banco BTG Pactual
and (ii) BTG Pactual Participations, which isthe general partner of, and controls, BTGI. However, the two
sub-groups are managed in a strategically unified manner for the benefit of the overall enterprise.

The address for Banco BTG Pactual serves as the business address for all members of the Senior Management
Team, Banco BTG Pactual’s Board of Directors, Banco BTG Pactual’s Board of Executive Officers, BTG
Pactual Participations’ Board of Directors, and BTG Pactual Participations’ Executive Officers. See
"Description of Capital Stock.”

There are no family relationships among the members of the Senior Management Team, Banco BTG
Pactual’s Board of Directors, Banco BTG Pactual’s Executive Officers, BTG Pactual Participations’ Board of
Directors, and BTG Pactual Participations’ Executive Officers.

Neither Banco BTG Pactual nor BTG Pactual Participations are aware of conflicts of interest between: (A)
any duties owed to the I ssuers by the members of the Senior Management Team, Banco BTG Pactual’s Board
of Directors, Banco BTG Pactual’s Board of Executive Officers, BTG Pactual Participations’ Board of
Directors, and BTG Pactual Participations’ Executive Officers; and (B) their respective private interests.

Senior M anagement Team

Below are summaries of the business experience and other biographical information of Mr. Esteves and our
Top Seven Partners, who, jointly with the other members of our Senior Management Team, define our general
business policies and guidelines, including our long-term strategies, and control and monitor our overall
performance.

André Santos Estevesis our controlling shareholder. Mr. Estevesiis the chief executive officer and chairman
of the board of directors of Banco BTG Pactual and BTG Pactual Participations. Mr. Esteves joined Banco
BTG Pactual in 1989, became a partner in 1993 and was appointed a managing partner in 2002. Mr. Esteves
served as the chairman and chief executive officer of Banco BTG Pactua from 2006 to 2008. Mr. Esteves was
appointed global head of the fixed income group at UBS in August 2007 and global head of the FICC group
at UBSin October 2007. Mr. Esteves was a director of FEBRABAN from 2003 to 2007 and a member of the
board of the Brazilian Mercantile & Futures Exchange, or BM&F, from 2002 to 2006. Mr. Esteves received
his bachelor’s degree in mathematics from the Federal University of Rio de Janeiro. In his capacity asa
Participating Partner, Mr. Esteves owns, directly and indirectly, a 0.97% economic interest in each of Banco
BTG Pactual and BTGI and a 1.35% voting-only interest in BTG Pactual Participations. For further
information, please see, "Business—Civil and Other Proceedings.”

Marcelo Kalim is the chief financial officer of Banco BTG Pactual and BTG Pactual Participations. In
addition, Mr. Kalim is a member of the board of directors of Banco BTG Pactual and BTG Pactual
Participations. Mr. Kalim joined Banco BTG Pactual in 1996 (and became a partner in 1998). Mr. Kalim
served as chief investment officer of Banco BTG Pactual from 2006 to 2008, where he was responsible for
investment decisions in the funds managed by Banco BTG Pactual. Mr. Kalim began his career at Banco BTG
Pactual as a fixed-income trader and served as head fund manager and co-head of BTG Pactual Asset
Management. Mr. Kalim received his bachelor’s degree in economics from the University of Sdo Paulo and
hisMBA from the Massachusetts Institute of Technology Sloan School of Management. In his capacity asa
Participating Partner, Mr. Kalim owns, directly and indirectly, a 0.20% economic interest in each of Banco
BTG Pactual and BTGI and a0.27% voting-only interest in BTG Pactual Participations.

Roberto Balls Sallouti is the chief operating officer of Banco BTG Pactual and BTG Pactual Participations.
In addition, Mr. Sallouti is a member of the board of directors of Banco BTG Pactual and BTG Pactual
Participations. Mr. Sallouti joined Banco BTG Pactual in 1994 and became a partner in 1998. He also served
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as a managing director of Banco BTG Pactual from 2006 to 2008 and was the joint head of the emerging
markets fixed income group and joint head of the Latin America FICC group at UBS AG. During his career at
Banco BTG Pactual, Mr. Sallouti served as head of the international and emerging markets fixed income
division from 2003 to 2006, and as joint head of Brazil local fixed income markets from 1999 to 2003. Mr.
Sallouti received his bachelor’s degree in economics, with concentrations in finance and marketing, from The
Wharton School at the University of Pennsylvania. In his capacity as a Participating Partner, Mr. Sallouti
owns, directly and indirectly, a 0.20% economic interest in each of Banco BTG Pactual and BTGI and a
0.27% voting-only interest in BTG Pactual Participations.

James M ar cos de Oliveira isthe co-head of the asset management unit of BTG Pactual. Mr. Oliveirajoined
Banco BTG Pactual in 1992 and became a partner in 1998. Mr. Oliveira was managing director from 2006 to
2008, where he was the joint head of the emerging markets division of the fixed income group and joint head
of FICC Latin America. Mr. Oliveirawas the head of the Brazil local markets division of the fixed income
group from 2003 to 2006 and joint head of the Brazil local markets division of the fixed income group from
1998 to 2003. Mr. Oliveira holds a bachelor’s degree in business administration from Fundacdo Getulio
Vargas (FGV-SP) S&o Paulo Business School. In his capacity as a Participating Partner, Mr. Oliveira owns,
directly and indirectly, a 0.20% economic interest in each of Banco BTG Pactual and BTGI and a0.27%
voting-only interest in BTG Pactual Participations.

Pérsio Aridais co-head of the asset management business unit of Banco BTG Pactual. In addition, Mr. Arida
isamember of the board of directors of Banco BTG Pactual and BTG Pactual Participations. Prior to joining
BTG Pactual in 2008, Mr. Arida served in the Brazilian government and worked in the private sector and in
academia. While working for the Brazilian government, Mr. Arida served as president of the Central Bank in
1995 and president of the BNDES, the Brazilian development bank, from 1993 to 1994. Mr. Arida was also
secretary of the ministry of planning in 1985 and deputy president of the Central Bank in 1986. In the private
sector, Mr. Aridaworked as a consultant to financial institutions from 1979 to 1984. From 1987 to 1993, Mr.
Arida served as director of Brasil Warrant and as a board member of the Unibanco Group. Mr. Aridawas a
director of Opportunity Asset Management from 1996 to early 1999, and a board member of Ital Bank from
2001 to early 2009. In academia, Mr. Arida was a professor of economics at the Catholic University of Rio de
Janeiro and at the University of S8o Paulo. In addition, Mr. Arida was a researcher at the Ingtitute for
Advanced Study at Princeton University, afellow at the Woodrow Wilson Center in Washington, D.C. and a
senior research fellow at the Oxford Centre for Brazilian Studies at Oxford University. Mr. Arida has received
numerous awards and has published several papers and edited books. Mr. Aridareceived his PhD in

economics from the Massachusetts I nstitute of Technology and his bachelor’s degree in economics from the
University of Sdo Paulo. Mr. Aridais not a Participating Partner.

Emmanuel Rose Her mann serves as the co-head of the equities division within our investment banking unit
and executive officer of Banco BTG Pactual. Mr. Hermann joined Banco BTG Pactual in 1992 and became a
partner in 1998. Mr. Hermann was a managing director from 2006 to 2008 at Banco BTG Pactual, where he
served as head of the global emerging markets equity desk, as well as head of the Latin America equities
derivatives and structured products desk. During his career at Banco BTG Pactual, Mr. Hermann served as
head of the proprietary equity desk from 1998 to 2006 and as a portfolio manager from 1995 to 1998. Mr.
Hermann received his bachelor’s degree in economics from the Federal University of Rio de Janeiro. In his
capacity as a Participating Partner, Mr. Hermann owns, directly and indirectly, a 0.16% economic interest in
each of Banco BTG Pactual and BTGI and a 0.22% voting-only interest in BTG Pactual Participations.

Antonio Carlos Canto Porto Filho is an executive officer of Banco BTG Pactual. Prior to joining BTGI in
October 2008, Mr. Filho served as vice chairman of Banco BTG Pactual from 2006 to 2008. Mr. Filho joined
Banco BTG Pactual in 1997 as a partner and served as executive director of private banking and a member of
its executive committee. Prior to 1997, Mr. Filho worked for 28 years at Banco de Crédito Nacional, where he
held various positions including vice president for financial management, leasing, insurance, real estate, legal
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and marketing from 1988 to 1997, and financial director from 1979 to 1988. In his capacity as a Participating
Partner, Mr. Filho owns, directly and indirectly, a 0.13% economic interest in each of of Banco BTG Pactual
and BTGI and a0.18% voting-only interest in BTG Pactual Participations.

Renato M onteir o dos Santos serves as the head of FICC and executive officer of Banco BTG Pactual. Mr.
Santos joined Banco BTG Pactual in 1997 and became a partner in 2001. Mr. Santos served as head of the
Brazil rates desk and head of FICC Latin Americafrom 2006 to 2008. Mr. Santos began his career at Banco
BTG Pactual in 1997 as atrader, serving as head of Latin America fixed income markets from 2004 to 2006.
Mr. Santos received a bachelor’s degree in business administration from FGV-SP and a bachelor’s degree in
economics from the University of Sao Paulo. In his capacity as a Participating Partner, Mr. Santos owns,
directly and indirectly, a 0.07% economic interest in each of Banco BTG Pactual and BTGI and a 0.09%
voting-only interest in BTG Pactual Participations.

Below are summaries of the business experience and other biographical information of the other members of
our Senior Management Team. Each member of our Senior Management Team is a Partner.

John Huw Gwili Jenkinsisamember of the board of directors of Banco BTG Pactual and BTG Pactual
Participations. Prior to joining BTG Pactual in 2009, Mr. Jenkins worked at UBS AG from 1996 to 2008,
where he held several positions, including chief executive officer, global head of equities, head of equities for
the Americas and head of Asia-Pacific equities. Prior to joining UBS AG, Mr. Jenkins worked at BZW
Investment Management from 1986 to 1996 and Hill Samuel in 1986. Mr. Jenkins has spent most of his
career based in Asia and the United States. Mr. Jenkins received his bachelor’s degree with honors in
sociology and psychology from the University of Liverpool, his MBA from the London Business School and
has recently participated in the Executives in Residence program at the London Business School. Mr. Jenkins
is not a Participating Partner.

Rogério Pessoa Cavalcanti de Albuquer que serves as the co-head of the wealth management unit and
executive officer of Banco BTG Pactual. Mr. Pessoa joined Banco BTG Pactual in 1998 and became a partner
in 2004. Mr. Pessoa served as head of our wealth management unit from 2004 to 2009. Previoudly, Mr.
Pessoa worked for Delta Bank as vice president of private banking and for Prudential Securities as abroker in
the international client accounts division. Mr. Pessoa received his bachelor’s degree in economics from the
Catholic University of Rio de Janeiro and his MBA from the University of Illinois. In his capacity asa
Participating Partner, Mr. Pessoa owns, directly and indirectly, a 0.03% economic interest in each of Banco
BTG Pactual and BTGI and a0.04% voting-only interest in BTG Pactual Participations.

Jonathan David Bisgaier serves as the general counsel and an executive officer of Banco BTG Pactual. Prior
to joining BTG Pactual in December 2008, Mr. Bisgaier was a partner at Skadden, Arps, Slate, Meagher &
Flom LLP, where he specialized in M& A, corporate finance and private equity transactionsinvolving Latin
American and multinational clients transacting businessin Latin America. From 1997 to 2003, Mr. Bisgaier
was an investment banker at Violy, Byorum & Partners, an investment bank focused on Latin America. Mr.
Bisgaier also worked at Skadden from 1988 to 1996. Mr. Bisgaier was selected for inclusion in Chambers
Global: The World’s Leading Lawyers for Business 2008 and Chambers America: The World’s Leading
Lawyers for Business 2008. Mr. Bisgaier received his JD from the New Y ork University School of Law and
his bachelor’s degree from New Y ork University College of Business and Public Administration. Mr.
Bisgaier is not a Participating Partner.

Eduardo Henrique de M ello M otta L oyo serves as the chief economist and executive officer of Banco BTG
Pactual. Mr. Loyo joined Banco BTG Pactual in 2007, where he served as managing director and chief
economist for Latin America. From 2005 to 2007, Mr. Loyo was executive director of the IMF, elected by
Brazil and eight other countries. Mr. Loyo was deputy president of the Central Bank from 2003 to 2005, and a
voting member of the Central Bank’s Committee on Monetary Policy (Comité de Politica Monetéria), or
COPOM. Since 2001, Mr. Loyo has been a professor of economics at the Catholic University of Rio de
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Janeiro and was assi stant professor of public policy at Harvard University from 1998 to 2003. Mr. Loyo aso
held visiting faculty positions at Columbia University in 2003 and INSEAD in 2002. Mr. Loyo servesas a
director of the Institute for Economic Policy Studies - Casa das Gragas, athink tank in Rio de Janeiro. Mr.
Loyo received his PhD in economics from Princeton University. Mr. Loyo is not a Participating Partner.

Guilherme da Costa Paes serves as the co-head of the investment banking unit and executive officer of
Banco BTG Pactual. Mr. Paesjoined Banco BTG Pactual in 1992 and became a Partner in 1998. Mr. Paes
headed the oil and infrastructure sectors within the corporate finance division, participating in M&A and
capital markets transactions. Mr. Pages received his degree in business administration from Santa Ursula
University in Rio de Janeiro and his MBA from the Brazilian Institute of Capital Markets, or IBMEC, with a
concentration in finance. In his capacity as a Participating Partner, Mr. Paes owns, directly and indirectly, a
0.07% economic interest in each of Banco BTG Pactual and BTGI and a 0.09% voting-only interest in BTG
Pactual Participations.

André Fernandes L opes Dias is the chief risk officer and an executive officer of Banco BTG Pactual. Mr.
Fernandes joined Banco BTG Pactual in 1997 and, in 2004, assumed responsibility for the control of credit
risk. In 2006, he became an executive director in charge of credit risk control at UBS AG, a position he held
until 2009. Prior to joining Banco BTG Pactual, Mr. Fernandes worked as an auditor at KPMG. Mr.
Fernandes received his business administration degree from the Catholic University of Rio de Janeiro. Mr.
Fernandes is not a Participating Partner.

Jodo Marcello Dantas L eite is head of finance and tax of BTG Pactual, an executive officer of Banco BTG
Pactual and the investor relations officer of Banco BTG Pactual and BTG Pactual Participations. Mr. Dantas
joined Banco BTG Pactual in 1993 as head of the fiscal department, and in 1997 he assumed the position of
controller. Prior to joining Banco BTG Pactual, Mr. Dantas worked in tax consultancy at Arthur Andersen.
Mr. Dantas is a member of the board of directors of ANBIMA. Mr. Dantas received his bachelor's degree in
economics from the University Candido Mendes. In his capacity as a Participating Partner, Mr. Dantas owns,
directly and indirectly, a 0.03% economic interest in each of Banco BTG Pactual and BTGI and a 0.04%
voting-only interest in BTG Pactual Participations.

José Octavio M endes Vita serves as the co-head of the investment banking unit of Banco BTG Pactual. Mr.
Vitajoined Banco BTG Pactual in 1989 and became a partner in 1993. Mr. Vita headed the sugar and ethanol,
food and beverages, agribusiness, mining, steel and pulp and paper sectors within the corporate finance
division of Banco BTG Pactual, participating in M&A and capital markets transactions. Previously, Mr. Vita
worked for Bankers Trust Co. of Brazil as a corporate finance analyst and also worked for Morgan Guaranty
Trust Company of New York as a treasury assistant. Mr. Vita received his bachelor’s degree at FGV-SPin
1981 and his MBA from The Wharton School of the University of Pennsylvania. In his capacity asa
Participating Partner, Mr. Vita owns, directly and indirectly, a 0.04% economic interest in each of Banco
BTG Pactual and BTGI and a0.05% voting-only interest in BTG Pactual Participations.

Carlos Daniel Rizzo da Fonseca is head of our merchant banking activities. Prior to joining BTG Pactual,
Mr. Rizzo da Fonseca was a partner at Banco Fator from 1997 to 2005 within the M& A division. From 2006
to 2008, he served as head of M& A for the investment banking division at UBS Pactual. Earlier in his career,
Mr. Rizzo da Fonseca worked at PricewaterhouseCoopers. Mr. Rizzo da Fonseca received his bachelor’s
degree in business from Pontificia Universidade Catdlica of Sdo Paulo (PUC-SP). Mr. Rizzo de Fonsecais
not a Participating Partner.

José Zitelmann serves as head of equities proprietary trading. Mr. Zitelmann joined BTG Pactual in 1998 in
the corporate finance division, and a year later, moved to our asset management business unit. Mr. Zitelmann
served as head of equities proprietary trading for Latin America and on the executive committee at UBS
Pactual. Mr. Zitelmann received his degree in business management from the Business FGV-SP S&o Paulo
Business School (Escola de Administragéo de Empresas de SGo Paulo da Fundacgéo Getulio
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Vargas—EASP/FGV). In his capacity as a Participating Partner, Mr. Zitelmann owns, directly and indirectly,
a0.04% economic interest in each of Banco BTG Pactual and BTGI and a 0.06% voting-only interest in BTG
Pactual Participations.

Banco BTG Pactual
Board of Directors

The board of directors of Banco BTG Pactual is responsible for, among other things, electing and removing
the executive officers and supervising the other members of Banco BTG Pactual’s management team.

The members of Banco BTG Pactual’s board of directors are elected and removed at shareholders’ meetings
of Banco BTG Pactual, in accordance with the terms and conditions of the by-laws of Banco BTG Pactual,
Brazilian Corporations Law, the Consortium Shareholders Agreement (see "Consortium Shareholders
Agreement—Board Representation/Related Matters') and the Partner Brazil Shareholders Agreement (see
"Our Partnership—Shareholder Agreements-Partner Brazil Shareholders Agreement™). Each such director is
elected for a one-year term and may be re-elected. Under the by-laws of Banco BTG Pactual, the board of
directorsis composed of five to eleven members, one of whom is designated as chairman. In addition, a
member of the board of executive officers is designated as investor relations officer.

Under Brazilian Corporations Law, the adoption of a cumulative voting process to elect board members may
be required by the shareholders holding at least 10.0% of the voting capital of Banco BTG Pactual. Under
such procedure, each voting share shall be granted a number of votes equal to the number of directorsto be
elected, and shareholders shall have the right to cumulate votes in a single candidate or distribute them among
several candidates. In addition, minority shareholders whose interest in the voting shares represent a
minimum of 15.0% of the Banco BTG Pactual’s voting capital stock have the right to elect one director in a
separate voting process. Moreover, minority shareholders whose interest in the Banco preferred shares
representing at least 10.0% of the company’s capital stock have the right to elect one member of the board of
directors by a separate voting process. In addition, in case minority shareholders do not reach the 15.0% and
10.0% thresholds, they may combine their holdingsin common and preferred shares so that they jointly hold
at least 10.0% of the capital stock and, therefore, are able to elect one director in a separate voting process. As
aresult, minority shareholders may be entitled to elect up to two members of the board of directors by the
separate voting process in addition to any additional members elected through the cumulative voting process.
However, whenever the directors are elected by the cumulative voting process and the minority shareholders
exercise their right to elect directorsin a separate voting process, Brazilian Corporations Law allows holders
(or group of holders bound by voting agreements) of more than 50% of the voting shares the right to elect the
same number of directors elected by minority shareholders via the cumulative and separate voting processes,
plus one.

The capital stock of Banco BTG Pactual consists of Banco common shares representing approximately 51.0%
of the total capital stock of Banco BTG Pactual and Banco preferred shares representing approximately 49.0%
of the total capital stock of Banco BTG Pactual. As of the date of this Prospectus, Banco BTG Pactual’s board
of directorsis composed of ten members, four of whom are independent directors.

The table below shows the name and position of each member elected to the board of directors of Banco BTG
Pactual as of the date of this Prospectus:

Name Position Election Date® Date of First Election
André Santos Esteves Chairman of the Board April 2, 2012 December 12, 2010
Pérsio Arida Director April 2, 2012 December 9, 2010
Marcelo Kalim Director April 2, 2012 December 9, 2010
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Roberto Balls Sallouti Director April 2, 2012 April 29, 2011
Claudio Eugénio Stiller

Galeazzi Director April 2, 2012 December 9, 2010
John Huw Gwili Jenkins Director April 2, 2012 April 29, 2011
John Joseph Oros Director April 2, 2012 April 29, 2011
William T. Royan Director August 31, 2012 August 31, 2012
Juan Carlos Garcia Director January 3, 2013 January 3, 2013
Canizares

Kenneth Stuart Courtis® Director April 30, 2013 April 30, 2013

(1) Refersto date of most recent election.
(2) Mr. Courtis has not yet officialy assumed his position as director as such position is subject to confirmation of the
Central Bank, which has not yet been obtained.

Although Roberto Balls Sallouti, John Huw Gwili Jenkins and John Joseph Oros were elected to the board of
directors of Banco BTG Pactual on April 29, 2011, pursuant to Brazilian law, each director of afinancial
institution may only officially take office following approval of such person’s service as a director by the
Central Bank and the formal assumption of office by such person. Asaresult of such requirements, Roberto
Balls Sallouti only officially assumed his position as a member of the board of directors of Banco BTG
Pactual as of April 2, 2012, and John Huw Gwili Jenkins and John Joseph Oros only officially assumed their
positions as of May 2, 2012. Prior to April 2, 2012, the members of the board of directors of Banco BTG
Pactual were André Santos Esteves, Marcelo Kalim, Persio Arida, Claudio Eugenio Stiller Galeazzi, James
Marcus Oliveiraand Carlos Fonseca. On February 22, 2013, William T. Royan and Juan Carlos Garcia
Canizares officially assumed office.

Below isa summary of the business experience and other biographical information of Banco BTG Pactual’s
board of directors.

André Santos Esteves is the chairman of the board of directors of Banco BTG Pactual. For a summary of Mr.
Esteves’ business experience and other biographical information, see "—Senior Management Team" above.

Pérsio Arida is a member of the board of directors of Banco BTG Pactual. For a summary of Mr. Arida’s
business experience and other biographical information, see "—Senior Management Team" above.

Marcelo Kalim is a member of the board of directors of Banco BTG Pactual. For a summary of Mr. Kalim’s
business experience and other biographical information, see "—Senior Management Team" above.

Roberto Balls Sallouti is a member of the board of directors of Banco BTG Pactual. For a summary of Mr.
Sallouti’s business experience and other biographical information, see "—Senior Management Team™ above.

Claudio Eugénio Stiller Galeazzi is co-head of the merchant banking area of the principal investments
business unit and member of the board of directors of Banco BTG Pactual. Prior to joining BTG Pactual in
2010, Mr. Galeazzi held positions in the management of several companies, including managing director of
the Brazilian and Argentine subsidiaries of Drew Chemical Corp., president of Cesbra and John Sommers (a
joint venture between British Petroleum and Brascan) and vice-president of British Petroleum Mineracéo in
Brazil. He also worked in several corporate restructurings, including Artex, Mocoa, Vila Romana, Cecrisa,
Lojas Americanas and CDB — Grupo Pdo de Acucar. Mr. Galeazzi received his degree in accounting. Mr.
Galeazzi is not a Participating Partner.
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John Huw Gwili Jenkinsisamember of the board of directors of Banco BTG Pactual. For a summary of
Mr. Jenkins’s business experience and other biographical information, see "—Senior Management Team"
above.

John Joseph Orosisamember of the board of directors of Banco BTG Pactual. Mr. Oros is a managing
director of J.C. Flowers & Co. LLC, aprivate equity firm based in New Y ork, which he joined in 2000. From
1980 to 2000, Mr. Oros was an investment banker in the financial institutions group of Goldman, Sachs &
Co., where he became a general partner in 1986. Between 1978 and 1980, Mr. Oros worked for Merrill Lynch
as manager of the finance and mortgage division. Mr. Oros also serves as a director and executive officer of
various entities, including OneWest Bank, Saddle River Valley Bank and Flowers National Bank. Mr. Oros
was appointed and served as Committee Chairman of the Federal Savings and Loan Advisory Council. Mr.
Oros received his bachelor’s degree in business management from the University of Wisconsin Business
School. Mr. Orosis neither a Partner nor a Participating Partner.

William T. Royan was €elected as a member of the board of directors of Banco BTG Pactual on August 31,
2012 but has not yet officially assumed such position. Mr. Royan is currently the head of investor relations of
the Ontario Teachers’ Pension Fund (OTTP). Prior to joining OTTP, Mr. Royan held several senior positions
at Lehman Brothers in both its investment segment’s merger group and equity strategy unit. Previously, he
worked in the merger and acquisition groups of JP Morgan and RBC Dominion Securities. Mr. Royan has
served as a member of the board of directors of several publicly and privately held companies. He currently
serves as a member of the board of directors and chairman of the governance committee of TMX Group,
which operates several stock and derivatives markets, including the Toronto Stock Exchange, and provides
services relating to settlement, clearance and deposits. Mr. Royan received his bachelor’s degree in commerce
from the University of Calgary and his MBA from the University of Chicago. Mr. Royan is neither a Partner
nor a Participating Partner.

Juan Carlos Garcia Canizaresis amember of the board of directors of Banco BTG Pactual. Heis currently
an officer at Quadrant Capital Advisors, where heisthe head of the strategic investment group, responsible
for capital allocation in the energy, infrastructure, financial markets and consumer goods areas worldwide.
Previoudy, he was the vice-strategy and planning officer at the brewery Bavaria S.A., where he participated
ininternational capital market transactions. He began his career in 1992 as a founding partner of Estrategias
Corporativas S.A., an M&A and strategic consulting firm focused on Latin America, where he executed
mergers, acquisitions and corporate restructuring in the region. Mr. Canizares has been a member of the
Boards of Directors of other companies and non-governmental institutionsin the U.S. and Latin America, and
is currently aboard member in Colombia (Bavaria, Vaorem and Banco CorpBanca), Peru (Backus &
Johnston) and in the U.S. (Genesis Foundation). Mr. Canizares completed an MBA program in business
administration devised in a partnership between New Y ork University, the London School of Economics and
the Hautes Etudes Commerciales de Paris. He earned a bachelor’s degree in industrial engineering from the
Javeriana University, in Colombia. Mr. Canizaresis neither a Partner nor a Participating Partner.

Kenneth Stuart Courtisisafounding partner of Themes Investment Management and Themes Investment
Partners, an Asian-focused private equity investment fund, CEO of Starfort Holdings and managing partner of
Next Capital Advisors. He was managing director of Goldman Sachs, vice chairman of Goldman Sachs Asia
from 1999 to 2009 and managing director of Deutsche Bank and chief economist and investment strategist at
Deutsche Bank Asia between 1987 and 1999. Mr. Courtis received an undergraduate degree from the Glendon
College of Toronto and an M.A. in international relations from Sussex University and an MBA from
INSEAD, as well as earning a Doctorate with honors and high distinction from the Paris Institute of Political
Studies (I’Institut d’etudes politiques). He sits and/or has sat on the boards and advisory councils of a number
of leading international firms, including Emerson Electric Co., Daimler AG, CapitalLand Limited, Noble
Group Limited and China National Offshore Oil Corporation, as well on the board of private equity funds of
General Enterprise Management Services. Mr. Courtisis neither a Partner nor a Participating Partner.
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Board of Executive Officers

Under the by-laws of Banco BTG Pactual, the board of executive officers of Banco BTG Pactual must be
composed of two to sixteen members, one of whom is designated as the chief executive officer and others as
executive officers. The executive officers of Banco BTG Pactua areitslegal representatives, responsible for
its day-to-day management of operations and for implementing the policies and general guidelines set by its
board of directors.

In April 2012, Banco BTG Pactual approved a new version of its by-laws at its general shareholders’ meeting.
Under the April 2012 by-laws of Banco BTG Pactual, the board of executive officers will continue to be
composed of two to sixteen members, who are not required to be shareholders of Banco BTG Pactual. In
addition, one member of the board of executive officers will be designated as director of investor relations and
up to seven members will be designated as senior vice presidents, with the remaining members as executive
officers. The designation of the members of the board of executive officers of Banco BTG Pactual will occur
at the time of election.

Under Brazilian Corporations Law, Banco BTG Pactual’s executive officers must reside in Brazil, but do not
need to be shareholders.

The executive officers of Banco BTG Pactual are elected by the board of directors for one-year terms and re-
election is permitted. Under Brazilian Corporations Law, a maximum of one-third of the directors of Banco
BTG Pactual may also serve as its executive officers. In addition, executive officers may be removed at any
time pursuant to a decision taken by Banco BTG Pactual’s board of directors.

The board of executive officers of Banco BTG Pactual is composed of thirteen members. The table below
shows the names, position and date of election of the executive officers of Banco BTG Pactual as of the date
of this Prospectus:

Date of First
Name Position Election Date® Election
André Santos Esteves Chief Executive April 2, 2012 August 8, 1996
Officer
Antonio Carlos Canto Porto Filho Senior Vice- April 2, 2012 April 28, 2000
President Officer
Eduardo Henrique de Mello Motta Loyo Executive Officer April 2, 2012 March 2, 2009
Emmanuel Rose Hermann Senior Vice- April 2, 2012 September 18, 2009
President Officer
Guilherme da Costa Paes Executive Officer April 2, 2012 September 18, 2009
Jonathan David Bisgaier Executive Officer April 2, 2012 September 18, 2009
Jodo Marcello Dantas L eite Investor Relations April 2, 2012 September 18, 2009
Officer and
Executive Officer
Marcelo Kalim Senior Vice- April 2, 2012 October 17, 2003
President Officer
Oswaldo de Assis Filho Executive Officer April 2, 2012 November 17, 2008
Renato Monteiro dos Santos Senior Vice- April 2, 2012 November 17, 2008

President Officer
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Roberto Balls Sallouti Executive Officer April 2, 2012 March 1, 2005
Rogério Pessoa Cavalcanti de Albuquerque  Executive Officer April 2, 2012 September 19, 2009
André Fernandes Lopes Dias Executive Officer April 2, 2012 October 28, 2011

(1) Refersto date of most recent election.

Below isa summary of the business experience and other biographical information of Banco BTG Pactual’s
board of executive officers.

André Santos Esteves is the chief executive officer of Banco BTG Pactual. For a summary of Mr. Esteves’
business experience and other biographical information, see "—Senior Management Team" above.

Antonio Carlos Canto Porto Filho is a senior vice-president officer of Banco BTG Pactual. For a summary
of Mr. Filho’s business experience and other biographical information, see "—Senior Management Team"
above.

Eduardo Henrique de M ello M otta L oyo is an executive officer of Banco BTG Pactual. For a summary of
Mr. Loyo’s business experience and other biographical information, see "—Senior Management Team"
above.

Emmanuel Rose Her mann isa senior vice-president officer of Banco BTG Pactual. For a summary of Mr.
Hermann’s business experience and other biographical information, see "—Senior Management Team"
above.

Guilherme da Costa Paes is an executive officer of Banco BTG Pactual. For a summary of Mr. Paes’
business experience and other biographical information, see "—Senior Management Team" above.

Jonathan David Bisgaier is an executive officer of Banco BTG Pactual. For a summary of Mr. Bisgaier’s
business experience and other biographical information, see "—Senior Management Team" above.

Jodo Mar cello Dantas L eite is an executive officer of Banco BTG Pactual and also serves as Banco BTG
Pactual’s investor relations officer. For a summary of Mr. Dantas’ business experience and other biographical
information, see "—Senior Management Team" above.

Marcelo Kalim is a senior vice-president officer of Banco BTG Pactual. For a summary of Mr. Kalim’s
business experience and other biographical information, see "—Senior Management Team" above.

Oswaldo de Assis Filho is an executive officer of Banco BTG Pactual. Prior to this, Mr. Assis Filho was
responsible for the commercial coverage of the insurance, banking and textile sectors of the investment
banking business unit of BTG Pactual. Mr. Assis Filho has worked in financial ingtitutions since 1976 and,
before joining Banco BTG Pactual, he was vice-president of Banco de Crédito Nacional. He graduated from
Instituto Tecnoldgico da Aerondutica, where he received a bachelor’s degree in electrical engineering in 1973.
He also has a master degree in economics from Universidade de Sao Paulo. Mr. Assis Filho has been a partner
of Banco BTG Pactual since 1997. In his capacity as a Participating Partner, Mr. Assis Filho owns, directly
and indirectly, a 0.01% economic interest in each of Banco BTG Pactual and BTGI and a0.01% voting-only
interest in BTG Pactual Participations.

Renato M onteir o dos Santosis a senior vice-president officer of Banco BTG Pactual. For a summary of Mr.
Santos’ business experience and other biographical information, see "—Senior Management Team" above.

Roberto Balls Sallouti is an executive officer of Banco BTG Pactual. For a summary of Mr. Sallouti’s
business experience and other biographical information, see "—Senior Management Team" above.
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Rogério Pessoa Cavalcanti de Albuquer que is an executive officer of Banco BTG Pactual. For a summary
of Mr. Albuquerque’s business experience and other biographical information, see "—Senior Management
Team" above.

André Fernandes L opes Dias is an executive officer of Banco BTG Pactual. For a summary of Mr.
Fernandes’ business experience and other biographical information, see "—Senior Management Team"
above.

BTG Pactual Participations
Board of Directors

The board of directors of BTG Pactual Participations is responsible for, among other things, electing and
removing the executive officers and supervising the other members of BTG Pactual Participations’
management.

The board of directors of BTG Pactual Participations consists of between five and 11 members, as determined
by the holder of the BPP Class C share and shall be elected for aterm of one year with re-election being
permitted. Pursuant to the bye-laws of BTG Pactual Participations, the members of the board of directors of
BTG Pactual Participations are elected and may be removed at any time by the holder of the BPP Class C
share. See "—Consortium Shareholders Agreement—Board Representation/Related Matters' regarding the
right of the representative of the members of the Consortium to designate one director to the board of
directors of BTG Pactual Participations.

As of the date of this Prospectus, the board of directors of BTG Pactual Participations will be composed of ten
members, four of whom are independent directors.

The table below shows the names, position and date of election of each member elected to the board of
directors of BTG Pactual Participations as of the date of this Prospectus:

Name Position Election Date'”
André Santos Esteves Chairman of the Board April 2, 2012
Pérsio Arida Director April 2, 2012
Marcelo Kalim Director April 2, 2012
Roberto Balls Sallouti Director April 2, 2012
Claudio Eugénio Stiller Galeazzi Director April 2, 2012
John Huw Gwili Jenkins Director April 2, 2012
John Joseph Oros Director April 2, 2012
William Thomas Royan Director August 31, 2012
Juan Carlos Garcia Canizares Director January 3, 2013
Kenneth Stuart Courtis® Director April 30, 2013

(1) Refersto date of most recent election.
(2) Mr. Courtis has not yet officially assumed his position as director as such position is subject to confirmation of the
Centra Bank, which has not yet been obtained.

André Santos Esteves is the chairman of the board of directors of BTG Pactual Participations. For a
summary of Mr. Esteves' business experience and other biographical information, see "—Senior Management
Team" above.
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Pérsio Arida isamember of the board of directors of BTG Pactual Participations. For asummary of Mr.
Arida's business experience and other biographical information, see "—Senior Management Team™ above.

Marcelo Kalim is a member of the board of directors of BTG Pactual Participations. For a summary of Mr.
Kalim's business experience and other biographical information, see "—Senior Management Team" above.

Roberto Balls Sallouti is a member of the board of directors of BTG Pactual Participations. For a summary
of Mr. Sallouti's business experience and other biographical information, see "—Senior Management Team"
above.

Claudio Eugénio Stiller Galeazzi isamember of the board of directors of BTG Pactual Participations. For a
summary of Mr. Galeazzi's business experience and other biographical information, see"—Banco BTG
Pactual—Board of Directors" above.

John Huw Gwili Jenkinsisamember of the board of directors of BTG Pactual Participations. For a
summary of Mr. Jenkins's business experience and other biographical information, see "—Senior
Management Team" above.

John Joseph Orosisamember of the board of directors of BTG Pactual Participations. For a summary of
Mr. Oros' business experience and other biographical information, see "—Banco BTG Pactual—Board of
Directors" above.

William T. Royan is a member of the board of directors of BTG Pactual Participations. For a summary of
Mr. Royan's business experience and other biographical information, see "—Banco BTG Pactual—Board of
Directors" above.

Juan Carlos Gar cia Canizaresis a member of the board of directors of BTG Pactual Participations. For a
summary of Mr. Canizares' business experience and other biographical information, see"—Banco BTG
Pactual—Board of Directors" above.

Kenneth Stuart Courtisisamember of the board of directors of BTG Pactual Participations. For a summary
of Mr. Courtis business experience and other biographical information, see "—Banco BTG Pactua—Board
of Directors' above.

Executive Officers

The board of directors of BTG Pactual Participations may appoint such officers asit may determine. The
officers have such powers and perform such duties in the management, business and affairs of BTG Pactual
Participations as may be delegated to them by BTG Pactual Participations board of directors from time to
time.

The table below shows the names, position and date of election of the executive officers of BTG Pactual
Participations as of the date of this Prospectus:

Name Position Election Date
André Santos Esteves Chief Executive Officer March 29, 2010”
Marcelo Kalim Chief Financial Officer March 29, 2010
Roberto Balls Sallouiti Chief Operating Officer March 29, 2010Y
Jodo Marcello Dantas Leite® Investor Relations Officer March 29, 2012

(1) By resolution of itsboard of directors of April 16, 2012, BTG Pactua Participations ratified the election of
Mr. Esteves, Mr. Kalim and Mr. Sallouti on March 29, 2010, which was the initial date of €lection of each such
executive officer to their respective positions.
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(2) Inaddition to being elected as investor relations officer of BTG Pactual Participations, Mr. Dantas was also
appointed as legal representative of BTG Pactua Participations in Brazil on March 29, 2012, which was the initial
date of election of Mr. Dantas to each position.

André Santos Esteves is the chief executive officer of BTG Pactual Participations. For a summary of Mr.
Esteves' business experience and other biographical information, see "—Senior Management Team" above.

Marcelo Kalim is the chief financial officer of BTG Pactual Participations. For a summary of Mr. Kalim's
business experience and other biographical information, see "—Senior Management Team" above.

Roberto Balls Sallouti is the chief operating officer of BTG Pactual Participations. For a summary of Mr.
Sallouti's business experience and other biographical information, see "—Senior Management Team" above.

Jodo Marcello Dantas L eite isthe investor relations officer of BTG Pactual Participations. For a summary of
Mr. Leite's business experience and other biographical information, see "—Senior Management Team" above.

Partner ship Equity

We operate as a partnership, currently with 184 Partners, who are also executivesin our group. As of the date
of this Prospectus, the Partners own approximately 76.4% of our equity, and approximately 71.9% of our
equity is part of our partnership, and we refer to such equity as “Partnership Equity.”

Mr. André Santos Esteves and each of the Top Seven Partners (including through their family members or
through trusts or other entities established for their benefit or the benefit of their family members) own
Partnership Equity in the percentages as set forth in the following table:

Economic % in Banco BTG
Pactual & BTGI Represented by

Name % of Partnership Equity Partner ship Equity
André Santos Esteves 28.29% 20.34%
Marcelo Kalim 5.62% 4.04%
Roberto Balls Sallouti 5.62% 4.04%
James Marcos de Oliveira 5.47% 3.93%
Persio Arida 4.29% 3.08%
Emmanuel Rose Hermann 3.41% 2.45%
Antonio Carlos Canto Porto Filho 3.51% 2.52%
Renato Monteiro dos Santos 2.46% L.77%
All other Partners as a group 41.33% 29.72%

(176 individuals)
For further information, see "Principal Shareholders."
Compensation
General

In 2012, Banco BTG Pactual paid the aggregate gross amount of: (i) R$261,332.00 to its Board of Directors,
(i) R$86,806,765.21 to its Board of Executive Officers, and (iii) R$295,000.00 to the members of its Audit
Committee. The members of Banco BTG Pactual’s Compensation Committee do not receive compensation.

BTG Pactual Participations paid the aggregate gross amount of US$125,000.00 to its Board of Directors.

Our home countries do not require us to disclose individual compensation paid to our directors and officers
and we do not make such disclosures.
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BTG Pactual Participations does not have audit or compensation committees.

In general, Mr. Esteves, as our controlling shareholder, is able to determine the compensation of our Senior
Management Team. However, the determination of the total aggregate amount of Bonuses, as well asthe
determination of compensation for Mr. Esteves and our Top Seven Partners, and for any BTG Pactua
personnel that receives annual compensation of greater than US$1.0 million, is subject to the veto of the Top
Seven Partners as a Veto Matter. See "Our Partnership—Shareholders Agreements—BTG GP Shareholders
Agreement.”

With respect to any service contracts providing for benefits upon termination of employment of our senior
management, please see, "Withdrawal Agreements," and "Our Partnership.”

Under Brazilian law, the shareholders of Banco BTG Pactual areresponsible for establishing the
aggregate amount of compensation that may be paid to executive officersand directors of Banco BTG
Pactual. The board of directors of Banco BTG Pactual in turn allocates such aggregate amount among
the directorsand executive officers of Banco BTG Pactual.

Compensation Committee

On November 25, 2010, the CMN issued Resolution No. 3,921, which established new rules relating to the
compensation of directors and officers of financial institutions and other institutions authorized to operate by
the Central Bank. The compensation of directors and officers may be fixed or variable, and should be in any
case compatible with the financial institution’s risk management policies. VVariable compensation may be
based on specific criteria set forth in Resolution No. 3,921. At least 50.0% of variable compensation must be
paid in stock or stock-based instruments and at least 40.0% of variable compensation must be deferred for
future payment by at least three years. These new rulestook effect on January 1, 2012. Such committee must
follow the requirements set out in Resolution No. 3,921. The compensation committee is composed of Persio
Arida, Marcelo Kalim, Roberto Balls Sallouti, and Renata Gomes Santiago Broenn.

In April 2012, Banco BTG Pactual approved a new version of its by-laws at its general shareholders’ meeting.
Under the April 2012 by-laws of Banco BTG Pactual, and pursuant to the requirements of Resolution No.
3,921, Banco BTG Pactua will create a compensation committee specifically responsible for the
compensation of key executives. The committee will consist of three to six members elected by the board of
directors, all of whom will be members of Banco BTG Pactual’s board of directors, except for one who must
be a manager.

Our compensation committee’s principal functions will be (i) approval of the granting of stock options, (ii)
discussion and analysis of our existing compensation models and (iii) evaluation and approval of the
compensation packages proposed by the chief executive officer for executive officers of Banco BTG Pactual,
including the fixed and variable compensation components, benefits and long-term incentive compensation.

In addition, the compensation committee shall evaluate the impact of CMN Resolution No. 3,921 and propose
measures in order to ensure our compliance with such rules.

Committees
Fiscal Council

Under Brazilian Corporations Law, a company may form afiscal council to operate as a corporate body
independent of its management and its independent auditors. A fiscal council may be either permanent or non-
permanent. A non-permanent fiscal council is formed at the request of shareholders that represent at |east
10.0% of the voting shares or 5.0% of the non-voting shares. Such request may be made at any shareholders’
meeting. Banco BTG Pactual does not currently have afiscal council and has, therefore, not elected any fiscal
council members. When formed, the fiscal council will be non-permanent pursuant to our by-laws and
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composed of a minimum of three and a maximum of five members and their respective aternates, according
to Brazilian Corporations Law.

The primary responsibilities of afiscal council are monitoring management activities, reviewing the
company’s financial statements and reporting its findings to the shareholders. Under Brazilian Corporations
Law, Banco BTG Pactual would be required to pay fiscal council members, as compensation, a minimum of
10.0% of the average annual amount paid to Banco BTG Pactual’s executive officers.

Under Brazilian Corporations Law, the fiscal council may not include members that are (i) on the board of
directors of Banco BTG Pactual, (ii) on the board of executive officers of Banco BTG Pactual, (iii) employed
by Banco BTG Pactual, (iv) employed by a subsidiary or company under common control with Banco BTG
Pactual or (v) spouses or close family members of any member of the board of directors or board of executive
officers of Banco BTG Pactual.

Audit Committee

On May 27, 2004, the CMN issued Resolution No. 3,198, as amended, which regulates the rendering of
independent auditors’ services to financial institutions and other institutions authorized to operate in Brazil by
the Central Bank, as well asto clearing houses and clearing and custody service providers. Resolution No.
3,198 requires financial institutions holding a reference shareholders’ equity or managing third parties’ wealth
in amounts equal to or greater than R$1,000,000,000, among other entities, to create a corporate body
designated as an audit committee. The audit committee of Banco BTG Pactual is composed of three to six
members elected by the board of directors of Banco BTG Pactual. The audit committee will be responsible for
setting the annual remuneration of directors of Banco BTG Pactual. The audit committee is composed of
Alvir Hoffmann, John Joseph Oros and William T. Royan.

In general terms, the audit committee’s duties are to take certain measures and to perform specific functions in
order to ensure compliance of the relevant financial institution with the applicable accounting regulations.
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Our Partnership

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 various business units and maximizes cross selling of our products, (iii) alows
us to maintain an intense, long-term and recurring commitment to our clients, and identify and capitalize on
opportunitiesin 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 alean and cost
efficient organizational structure. As aresult 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.

Description of Partnership Model

Partners have been admitted to and left our partnership by purchasing and selling equity interestsin BTG,
Banco BTG Pactual and BTG Pactual Holding. As described below, the partnership has the right to purchase
all or part of any Partner’s Partnership Equity at any time and for any reason, without the consent of the
affected Partner. In addition, any Partner leaving his or her full time employment at BTG Pactual has the right
to sell al of its Partnership Equity to certain entities that are wholly-owned by the Partners but may not sell to
any other third party except as described below. These transactions are effected at the book value of such
interests at the time of the relevant transaction.

The purchase and sale of Partnership Equity occursin a number of circumstances. First, from time to time,
and no less frequently than annually, we conduct areview of the performance of Partners and employeesin
our organization and determine to reallocate the Partnership Equity among our Partners and to promote
certain high performing employees, who previously did not own Partnership Equity, to Partner status,
simultaneously reducing the Partnership Equity held by certain other Partners. These reallocations are referred
to herein as Redllocation Transfers. Similarly, from time to time, individuals may be admitted as new Partners
in connection with the commencement of their activities as executives within BTG Pactual. These
reallocations and decisions to admit new Partners are done on a meritocratic basis, following discussions
among the Senior Management Team, in an effort to reward individuals who are determined to be making
significant contribution to BTG Pactual and who are also perceived to share our partnership culture. In
addition, in the past the partnership has, in each case, exercised its right to purchase at book value all of the
Partnership Equity held by any Partner when the full time employment of such Partner with BTG Pactual was
terminated, regardless of the reason for such termination.

The entities utilized as the purchaser of the Partnership Equity transferred in the circumstances described
above are BTG Pactual Holding (with respect to the Partnership Equity that consists of shares of Banco BTG
Pactual and BTG Pactual Holding) and the Merchant Banking Partnership (with respect to the Partnership
Equity that consists of BTGI limited partnership interests). The purchasing entities are wholly-owned by our
Partners. Partners entering the partnership or increasing their interest through the allocation and purchase of
new interests can receive financing for such purchases from BTGI to the extent they did not have the
resources available to effect such purchases. See "Partnership Loan Transactions."

Partnership Model Post I nitial Public Offering

Our partnership model remained unchanged as a result of our initial public offering as well as the December
2010 transaction in which the members of the Consortium and the Participating Partnersinvested a total of
US$1.8 hillion (R$3.0 billion) in BTG Pactual. In order to ensure that the interests of our Partners and our
public shareholders are aligned, and to perpetuate the model that we believe is the key to our success, we have
implemented several concrete steps to maintain our partnership model. These mechanisms result in the
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economic burden of incentivizing our most important executives (other than to the extent of costsrelating to
salaries, Bonuses and the cost of BTGI providing financing to Partners who purchase Partnership Equity)
being borne by our Partners (through future dilution), rather than being shared with the Unit holders. We
believe that the continuation of our partnership model following our initial public offering distinguishes BTG
Pactual significantly from other investment banking and asset management firms that have consummated
initial public offerings both in Brazil and the international markets, because the typical model implemented in
these other cases allowed virtually all of the equity held in the former partnership to vest and become saleable
in the market at prevailing market prices (rather than book value) within arelatively short time following the
completion of such initial public offering.

Continuation of Purchase/Sale Right

We will continue our practice of having the right to cause our current and future Partnersto sell all or a
portion of their Partnership Equity (at any time and for any reason) at the book value of such interests (unless
the market price at such time isless than book value, in which case the sale will be effected at such lower
price), despite the fact that following our initial public offering the value of such interestsimplied by the
trading price of the Unitsin the market may be substantially in excess of such book value. This arrangement
will alow usto continue the practice of reallocating Partnership Equity among Partners and to new
individual s who become Partners on a meritocratic basis which we believe substantially enhances our ability
to attract and retain talented executives. In addition, any Partner leaving his or her full time employment at
BTG Pactual will have the right to sell all of such Partner’s Partnership Equity to the entities (and only to
such entities) wholly-owned by the Partners as described above. These purchase and sale transactions will be
effected at the book value of such interests at the time of the transaction in question (unless the market price
of the Units at such time s less than book value, in which case the transaction will be effected at such lower
price). Certain of the individuals who purchase Partnership Equity may require loans to purchase such equity
interests to the extent they do not have the resources available to effect such purchases. BTGl may make loans
to such individuals on terms similar to those described under "Partnership Loan Transactions."

Restrictions on Sales of Partnership Equity

The Partnership Equity is subject to substantial transfer restrictions. These restrictions are primarily designed
to maintain our partnership by preventing Partners from selling their Partnership Equity other than as
described above with respect to sales among Partners (through BT G Pactual Holding and the Merchant
Banking Partnership), subject to certain limited exceptions described below. The Partnership Equity
represents, directly or indirectly, approximately 71.9% of the economic interest in Banco BTG Pactual
(consisting of approximately 81.7% of the Banco common shares and approximately 61.6% of the Banco
preferred shares), and approximately 71.9% of the BTGI limited partnership interests, in each case, issued and
outstanding. The Partnership Equity does not include, and the transfer restrictions described in this section do
not apply to, our equity securities purchased by the Participating Partners at the same time and on the same
terms and conditions as the members of the Consortium or the 9,000,000 Brazilian Units acquired by BTG
Pactual Holding in our initial public offering. Such transfer restrictions will also not apply to any of our Units
that may be purchased in the market or from third parties who are not Partners or affiliates of Partners.

The Partnership Equity may not, directly or indirectly, be transferred or otherwise sold by any Partner, except
for "Permitted Partner Transfers" which are limited to transfers:

e tocertain related parties that are permitted transferees (as defined below) of the transferring Partner;
e pursuant to Reallocation Transfers as described above;

e onapro ratabasis by the Partnersto a " Strategic Investor” (as defined below), provided that any
such transfer is subject to the approval of our controlling shareholder;
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e inconnection with a"Change of Control" (as defined below), including pursuant to a mandatory
tender offer initiated by the person or group that is acquiring control of usin connection therewith
(see "Consortium Shareholders Agreement—Tag-Along Rights' and " Description of Capital Stock—
BTG Pactual Participations—Mandatory Tender Offer"), provided that any such Change of Control
will require the approval of our controlling sharehol der;

e toalender in connection with the foreclosure by such lender on aloan that created alien on such
Partnership Equity, provided that such transaction has been approved by our controlling shareholder;
and

e pursuant to the Partner Withdrawal Agreement to the extent necessary to facilitate any of the
foregoing permitted transfers (see "Withdrawal Agreements").

Given our belief that the key to our successis our partnership model, we have determined to implement the
continuation of the purchase/sale right and restrictions on sales of Partnership Equity described above, which
are designed to preserve our partnership. We currently intend to keep these provisionsin place with respect to
all of the Partnership Equity for the foreseeable future, and are aware of no conditions that would cause usto
believe that there is any likelihood that we will modify such provisions.

However, from time to time we consider the specific provisions of our partnership and believe it isimportant
to retain the flexibility to implement changes that we believe to be in the best interests of our business.
Accordingly, it is possible, although currently not anticipated or even considered likely, that our controlling
shareholder may determine to modify such provisions at some future date. In the event we determine to
modify such provisions, we anticipate that a reasonable time in advance of making such change effective, we
will notify the market that the rules regarding the restrictions on Partnership Equity described herein will
change.

For purposes of the foregoing:

e "Change of Control" means a transaction or series of related transactions (other than Reallocation
Transfers, see "Our Partnership") pursuant to which our current or future Partners (including any
entity that is wholly-owned by such Partners as a group) dispose of or sell, whether directly or
indirectly, more than 50% of the Banco common shares to any person or group of persons that is or
are not prior to the time of such transaction or the beginning of the series of related transaction, and
will not in connection with such transaction or series of related transaction, become, employees,
officers, consultants, Partners or other individuals that provide similar full-time servicesto BTG
Pactual;

e "Permitted Transferee" of a Partner means (i) any spouse (current or former), sibling, lineal
descendants, ancestors, heirs, testamentary trustees or legatees of such Partner or of any spouse of
such Partner, (ii) any entity that is controlled and wholly-owned by such Partner or any person
described in clause (i) above, for so lo