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Brazil: watch out for the slip between the cup and the
lip

B Sunday’s election in Brazil delivered a surprise lead for Flavio Bolsonaro

vs President Luiz Inacio Lula da Silva, in contrast to most pre-election Olga Yangol
polls pointing to a narrow lead for Lula. Head of Emerging Market
Research & Strategy, Americas
B Meanwhile, the congressional results revealed a clear rightward shift +1 212 261 3953
with Bolsonaro’s Liberal Party securing a majority in both houses, while TN olgalvangal@eaciblcon)
the right and centre-right parties combined achieved the constitutional
majority.

B The odds favour Bolsonaro heading into the 25 October runoff, however
there are arguments against making Flavio’s ultimate victory a forgone
conclusion: (1) the third-way candidate vote transfer, (2) mobilisation of
the large number of registered voters who did not show up to the first
round and (3) the ongoing investigation into Flavio’s involvement in
Banco Master scandal as well as cited suspicions of corruption.

Sunday’s election in Brazil delivered a surprise lead for Flavio Bolsonaro who Click below to experience our new
received 47.03% of the valid votes (56.1m) vs President Lula’s 45.16% (53.88m), interactive data website:

in contrast to most pre-election polls pointing to a narrow lead for Lula. Looking at

the electorate as a whole, 4.8% of registered voters cast invalid votes, 21.1% did k .
not vote at all and 7.8% voted for someone else. Bolsonaro’s endorsements by RED MQUNT nalytlcs
Ronaldo Caiado and Romeo Zema, two of the third-way candidates who received BY CREDIT AGRICOLE CIB

2.45% of the valid votes further support Bolsonaro who has a clear advantage
heading into the 25 October runoff.

However, Augusto Cury and Renan Santos (5.13% of valid votes) indicated that
they will support neither candidate. Perhaps even more consequential could be the
33.4m registered voters who did not show up to the first round, but are still eligible
to participate in the runoff. These can potentially matter more than the ¢.9.2m votes
that went to the third-way candidates since only 2.3m voters separated Bolsonaro
and Lula in the first round.

Meanwhile, the congressional results revealed a clear rightward shift. Not only
Bolsonaro’s Liberal Party won the majority in both chambers, the combined right
and centre-right parties surpassed the three-fifths threshold necessary for passage
of constitutional reforms.
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Chamber of deputies projected seats

Brazil - Chamber of Deputies (seats and % of total won by party)
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Sources: SGM/Cémara and Radio Senado. Notes: Election: 4 October 2026. Results snapshot: 5 October 2026. All 513 seats contested.

In the senate, PL achieved near three-fifths on its own, while the right and centre-
right parties won over 70% of the senate seats.

Senate — projected seats
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Source: Sources: Agéncia Senado, projection, not a certified final allocation for the 2027 inauguration. Pending court decisions, gubernatorial
runoffs, substitutions and party switches can change these numbers.

Notes: Full 81-seat composition projected for February 2027. 54 seats were contested in 2026. The full composition also includes 27 continuing

seats and expected replacements.

With such strong support for the right-leaning parties, Lula is pivoting to the centre.
The news agencies cite unofficial reports that Lula is considering appointing his
running mate Geraldo Alckmin as the finance minister. Alckmin is a long time
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centrist, a former governor of Sao Paulo, a politician with strong ties to business,
who used to be a strong opponent to Lula’s Worker’s Party until becoming Lula’s
running mate in the previous election in 2022. Alckmin’s appointment could appeal
strongly to centrist voters and provide a counter to Bolsonaro’s message of fiscal
discipline.

On the other side, Bolsonaro is under ongoing investigation in connection with
Banco Master financing of the film about his father with the federal policy citing
suspicions of corruptions and money laundering. Any new findings compromising
Bolsonaro’s candidacy in the next three weeks could upset investors’ positioning
for the blue sweep, ie, Bolsonaro’s presidential win rounding out the congressional
results.

The first new runoff polls are scheduled for the end of this week on Thursday and
Friday. The first-round miss of the polls reduces the confidence in their prediction
ability, however a transparent explanation of the polling methodology and
recalibration towards the actual results of the first round would help salvage their
credibility and justify paying at least some attention.

While we are irked about missing out on the 5% post first-round rally in the BRL,
the outperformance has started to show signs of retracement, while the broader
tailwinds for the USD, given the strength of the US economy and hawkish Fed
remain intact. We are neutral the BRL in the EM FX portfolio at the moment (See
the EM FX portfolio dashboard at Red Mount Analytics).
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Emerging Markets Research advanced tools

With Red Mount Analytics, we are setting a new standard for market intelligence

Emerging Markets ESG G10 FX Inflation FIVE MAIN ANGLES: rwoun Hnsyses pres—

1 - Fundamentals

1. Fundamentals. ENNfcr Rinkey

China Macro Dashboard: Now and Beyond %

€M Macro Rarker. 4 Our convictions on the main markets.
Specific focuses on individual countries and
Korea Monitor % currencies. Transversal dashboards that

allow us to profile specific markets and

Singapore; Monitor compare them to their peers.

Taiwan Monitor %

2. Forecasts and recommendations.
Turkey and TRY Monitor %
Fast-track access to our main EM
macroeconomic forecasts and FX
projections.

2 - Forecasts and Recommendations

Advanced Forecasts EM FX

— 3. Market monitor.
EM EX Action at a Glance Check thg rnarket action. Seize EM
opportunities.
4 - Flows and Supply
4. Flows and supply.
EMEA Bonds: Secondary Market
Data on targeted markets, including volume
5 - Relative Value on the secondary market, liquidity, APAs and
maturity.

Asia FX heatmap

EM FX Portfolio 5. Relative value.
SGD NEER Dashboard Providing cheap/expensive metrics for EM
currencies and models on exchange rates.
Our models will show you how we express
our view in an EM FX Portfolio, or what’s hot
in Asian FX markets, among other metrics.

Source: RMA by Crédit Agricole CIB
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Certification

The views expressed in this report accurately reflect the personal views of the undersigned analyst(s). In addition, the undersigned analyst(s) has not and will not receive
any compensation for providing a specific recommendation or view in this report.

Olga Yangol

Important. Please note that in the United States, this fixed income research report is considered to be fixed income commentary and not fixed income research.
Notwithstanding this, the Crédit Agricole CIB Research Disclaimer that can be found at the end of this report applies to this report in the United States as if references to
research report were to fixed income commentary. Products and services are provided in the United States through Crédit Agricole Securities (USA), Inc.

Foreign exchange disclosure statement to clients of CACIB
https://www.ca-cib.com/sites/default/files/2017-02/2016-05-04-cacib-fx-disclosure-april-2016 0.pdf

Additional recommendation obligations — available from analyst(s) upon request:

[ A list of all the recommendation changes on any financial instrument or issuer disseminated within the last 12 months.
[ Where Crédit Agricole CIB is a market-maker or liquidity provider in the financial instruments of the issuer.

Valuation and methodology

Based on their expertise, each analyst defines the information that is relevant to produce their recommendations. This information may change over time. All
recommendations focus on FX and fixed income instruments, either spot, cash or derivate markets. Crédit Agricole CIB is currently disclosing investment recommendations
either at the issuer level, at the financial instrument level or at the country level. Credit Agricole CIB investment recommendations are based on a risk and reward analysis:

(] Risk analysis may be conducted at the financial instruments level. Among the information normally used to define the risks, are (1) publications produced by other
research teams within Crédit Agricole CIB (Economics, FX, Credit Research, Interest rate), (2) country analysis, (3) regulatory filings; (4) regular discussions with
relevant stakeholders such as experts or regulatory bodies or (5) any other publicly available sources.

) Reward analysis is usually based on valuation models. Valuation may be based on proprietary models or external models provided by sources considered as reliable
(eg, Bloomberg). Among other factors, valuation models may be based on relative value models, quantitative models, cross-asset models.

[ Investment recommendations may also be based on other technical aspects, including positioning flows and observing the market and underlying movements in
particular instruments or issuers. This analysis will take into account key criteria such as market liquidity of the financial instrument at the time of production of the
recommendation.

Any change in recommendation is disclosed via specific documents indicating both the new and the previous recommendation and the rationale backing the change.

Credit Agricole CIB expressly disclaims any responsibility for: (i) the accuracy of the models or estimates used in deriving the recommendations; (ii) any errors or omissions
in computing or disseminating the valuations: and (iii) any uses to which the recommendations are put. Any valuation provided may be different from the valuation of the
same product that Credit Agricole CIB may use for its own purposes, including those prepared in its own financial records.
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