ECONOMIC OUTLOOK AND EMERGING
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Brazil: Ndo é Diferente — Dr. Walter Molano, Ph.D.
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BRAZIL: NAO E DIFERENTE

For decades, Brazilians have argued that the laws of economics do not apply to their country. They would always insist that Brazil, somehow, was different. This was
the justification they used to apply heterodox policies. However, for the last four years the Brazilian economy has undergone a brutal recession, resulting in one of
the most orthodox realignments ever recorded. As a result, Brazil has become one of the healthiest economies in Latin America, with a very low inflation rate and on
track towards a positive current account balance. Thanks to a classical adjustment, Brazil transformed itself from the sick man of Latin America to the picture of
good health. As a result, it confirmed to the world that its economy was no different from the rest of the planet.

That is not to say that everything in Brazil is perfect. The large fiscal deficit, mainly driven by public sector pension obligations, continues to push the country’s debt
to GDP ratio higher. This has been the main reason why the international rating agencies have repeatedly downgraded the country’s credit score. Yet, the situation is
not as dire as they make it seem. The increase in the country’s debt load, which is expected to finish the year at 80% of GDP, is mainly in local currency. The
external debt component is in the low double digits. Given that the Brazilian government has an infinite capacity to refinance its local currency obligations; it is not
such a pressing issue. This does not mean that the government can ignore the problem. The next administration will need to address the issue as soon as it takes
office. Otherwise, it will eventually manifest itself into inflationary pressures.

The other challenge that the country faces is the upcoming presidential elections. The good news is that former President Luiz Inéacio Lula da Silva is in jail and
seems that he can’t run for office. Still, the electoral field is full of (mostly) independent candidates, and there is no front runner. Moreover, there is a mix bag of
ideologies that are competing. The pole position on the left of the political spectrum is anchored by Joaquim Barboso, the former Chief Justice of the Supreme
Court. He is polling at 10% of the intended vote. Although he was appointed by Lula to the Supreme Court in 2003, he became reknowned by leading the
investigations into the so-called mensaldo corruption scandal. Several senior PT officials were implicated and jailed for providing kickbacks in return for
congressional votes. Born into a poor black family, he worked as a janitor before putting himself through law school and moving up the judiciary. A member of the
PSB, the small socialist party, it would be natural for Barboso to align himself with the PT. However, there is a lot of bad blood in the party about the party members
who were jailed during the mensaldo investigations. One of the problems in Brazil is that there are many candidates without parties, and many parties without
candidates. With Lula in jail, the PT, which has a formidable organizational apparatus, is in desperate need of a candidate. Another person on the left is Ciro Gomes.
A former Finance Minister under Itamar Franco and Governor for the state of Ceara, he is well known. Gomes was a founding member of the PSDB, but ran for
president twice on the Socialist People Party (PPS) ticket. He is a lone wolf, and would probably be willing to run on the PT ticket. Many Brazilians consider him to
be most radical candidate of the pack. While he has 6% of the intended vote, this could improve if he moves into the PT camp. The center is anchored by Marina
Silva Vaz de Lima. She served as Minister of the Environment during the Lula Administration and gained a good reputation among environmentalists. She also had a
strong following from the evangelical crowd. This allowed her to place third during the 2014 presidential elections, even though she came across as being very timid
during the televised presidential debates. Her economic policies are center-right, and would probably support implementing the much-needed pension reforms.
However, many people question whether she has the leadership skills needed to negotiate such a difficult process. She has 14 to 15% of the intended vote.
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BRAZIL: NAO E DIFERENTE

Next along the political spectrum is Gerardo Alckmin, the former Governor of Sao Paulo. He is the market’s favorite. A member of the PSDB, he is the only politician
who is running under the banner of a major political party. He is polling with 6% of the intended vote, but many analysts believe his numbers will improve when we
get closer to the elections and the party begins to open up its war chest to spend on television advertising. The pole position on the far right is anchored by Jair
Bolsonaro, the congressman from the State of Rio de Janeiro. A former military officer, he is often compared to U.S. President Donald Trump for his outlandish
misogynist outbursts. Nevertheless, he is being advised by Paulo Guedes, a well-known Brazilian economist who graduated from University of Chicago and founded
BR Investments, a highly successful hedge fund. Some people believe that Guedes would be instrumental in pushing through the necessary pension reforms.
Bolsonaro is the front runner, polling at 16 to 17%. He is running on a law and order platform, which resonates well among the electorate. He has strong support
from millennials, mainly due to his social media campaign and their disullionment with the traditional political parties. However, he also has the highest rejection
rate of any of the frontline candidates. Therefore, while Brazilians may think that their economy is different from everyone else, it seems that the laws of economics
are alive and well in the tropics, and will continue to be so.

Dr. Walter Molano, Ph.D.
May 7, 2018
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EM CORPORATE HIGHLIGHTS 2Q'18

Argentina

The IMF approved a US$50bn Stand-by Arrangement, of which US$15bn were already disbursed and the remaining will be subject to certain milestones

In accordance with the IMF agreement, the government settled the new fiscal deficit goals: 1.3% primary deficit for 2019, breakeven by 2020 and 0.5% surplus for
2021

Initial 2019 budget guidelines: 2% GDP growth, 17% inflation and free-float currency

EM markets sell-off and additional concerns over Argentina gradualist approach and debt capital market reliance resulted in ARS depreciating 44% and 5yr CDS
widening 176bps to 450bps, while inflation spiked and closed at 26.3% y/y in May-18

Changes in cabinet: new Central Bank President (Caputo), Energy Minister (Iguacel) and Production Minister (Sica), while the Secretary of Finance will go to the orbit of
the Ministry of Economy, increasing Dujovne's influence in economical policies

Due to the sell-off and several bonds trading at below par levels there were no issuances during the quarter

Government temporarily returned to Kirchner's policies, settling a cap to local crude (although now at free-market prices again) and negotiating a delay in fuel price
increases to combat inflation

Comptroller approved the merger of Telecom and Cablevision, creating the first quadruple-play telco company in the country

Brazil

Former president Lula was sent to jail under a 12 year sentence, convicted on charges of corruption

General strike initiated by truck drivers paralyzed transport system for two weeks as strikers wanted lower fuel prices

Petrobras announced a 10% cut in diesel prices for 15 days in response, raising concerns over company’s pricing policy, as well as a change to monthly reviews from
previous daily reviews

Pedro Parente resigned from Petrobras and became BRFs CEO, as lvan de Souza Monteiro (ex-CFO) assumed his place in the former company

New issuances from Unigel, Light, Rio Oil and Banco do Brasil

Andrade and ODBR both missed deadlines for final bonds payments, ODBR paid a month later
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EM CORPORATE HIGHLIGHTS 2Q'18

Ecuador

. Richard Martinez replaced Maria Elsa Viteri as Minister of Finance

. New appointed Minister of Finance stated that the country is able to issue debt within budget limits, without the need for congressional approval

. Economic plan presented: aims to reduce total fiscal deficit to 2.5% by 2021 (5.7% in 2018) by, among other things, reducing government expenditures

Mexico

*  Mexico's leftist candidate, AMLO, has won the 2018 Presidential Election with 53% of the voting power according to INE’s preliminary count. Anaya came in second with
22% and Meade in third with 16%. Furthermore, it is expected that AMLO will have majority in both houses of Congress with 29 of 64 Senators and 210 of 300 Deputies.

* Mexico's ruling party, the PRI, continued its decline by losing all eight States under campaign during this election

» This election was one of the most violent, with at least 48 candidates and over 130 total politicians murdered, allegedly most of them over disputes with organized crime — a
reflection on the growing security concerns in Mexico

* AMLO is expected to meet with Pena Nieto to discuss NAFTA. ALMO is in favor of a new deal, but would expand the current negotiating team to include his picks

» Banxico raised the base interest rate to 7.75% due to ongoing high inflation concerns

* Mexico imposed import tariffs on US agricultural products ranging from 15% in cheese to 25% in pork and potatoes, as well as similar tariffs in US steel imports as
countermeasures to recent US trade policies

*  Mexico's SHCP raised the tax stimulus to stabilize increasing gasoline prices. This level rose to 62%, meaning that SHCP will only charge 38% of the total gasoline sales tax

» According to an SEC filling, Pemex reported a mere 17% reserve replacement rate during 2017 driven by big findings during the year. Total proven reserves fell by 10%.

Current reserves (assuming current production levels) stand at 7.7 years of production
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EM CORPORATE HIGHLIGHTS 2Q'18

Venezuela

. Maduro was reelected president with 46% of votes, in elections not recognized by several countries and the OAS, accusing them as illegal and corrupt

. Oil production continues to decline: 1.392kbpd in May-18 vs 1.538kbpd in 1Q18, 1.647 kbpd Dec-17 and 1.916 kbpd in 2017

. PDVSA’s Isla Refinery in Curacao (330kbpd) is said to be shut down as ConocoPhillips obtained court orders freezing assets owned by PDVSA in Central America, in a bid

to fulfill a US$2bn arbitration award

Colombia

. Right wing candidate lvan Duque became the new president of Colombia by wining in the second round with 54% of votes (39% in first round)

. After emerging from restructuring, Pacific Rubiales, now called Frontera Energy, returned to the debt capital markets through a US$350mm 5yr senior unsecured issuance 6

Russia

* AsatJune 30, 2018, Russia's FX reserves stand at US$456.7 billion, covering ~86% of the country’s sovereign debt. In 2017, Russia repaid the balance of the USSR debt,
and this year a US$16 billion budget surplus is expected, which did not go unnoticed by the IMF — Ms. Christine Lagarde speaking at the St. Petersburg International
Economic Forum (SPIEF) in May 2018, noted: “Russia has put in place an admirable macroeconomic framework — saving for a rainy day, letting the exchange rate float,
introducing inflation targeting, and shoring up the banking system.”

* June 14 — July 15, 2018, Russia is hosing the World Cup: on July 1, 2018, during the round of 16 game, Russia delivered the largest upset ever (on the knock out stage)
and moved past Spain into the quarterfinals of the World Cup.

* Russian President Putin and US President Trump are set to meet in Helsinki, Finland on July 16, 2018
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EM CORPORATE HIGHLIGHTS 2Q'18

Ukraine

.

On June 7, 2018, Ukraine's Parliament voted to approve the final reading of a bill establishing an independent High Anti-Corruption Court. This bill is a key requirement of
the IMF before disbursing the fifth tranche (~US$2 billion) under its four-year program. Simultaneously, the Parliament of Ukraine voted to support Prime Minister Volodymyr
Grpysman’s request to dismiss Finance Minister Alexander Danyliuk, who wrote a letter to international ambassadors accusing PM Groysman and President Poroshenko of

interfering in the work of the Ministry of Finance and the State Fiscal Service

Turkey

Erdogan won an absolute majority. Turkish government transferred executive powers to president of the country within the framework of the transition from parliamentary to
presidential form of government

On June 7, 2018, Turkish Central Bank hiked one-week repo rate to 17.75% from 16.5% - it's a new the benchmark and marking a return to a more conventional approach
to monetary policy, previously known as liquidity window interest rates

Turkey's annual inflation at 15.39% in June 2018, up from 12.15% in May 2018

Turkey's manufacturing index at 46.8 points in June 2018 showed a 0.4-point increase in June 2018 from May 2018

Turkey was close to 6% in 2Q18 growth expectations, said Cemil Ertem, a senior economic adviser to President Recep Tayyip Erdogan. The government aims for 5.5%
annual economic growth through 2020 under its medium-term program

On June 7, 2018, Moody’s downgraded the rating by one notch to Ba3. On June 1, 2018, Fitch placed rating on Watch Negative

Halkbank - U.S. judge sentenced the former head of its international banking business Mehmet Hakan Atilla to just 32 months in jail, recognizing time already served;
Federal prosecutors had sought at least 15 years

Albaraka Turk exercised a call option on US$200m sukuk due 2023 on May 7, 2018
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OVERVIEW
EMBI INDEX RETURNS 2Q'18
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OVERVIEW
CEMBI INDEX RETURNS
BY COUNTRY 2Q'18
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OVERVIEW
GLOBAL EQUITY INDEX RETURNS 2Q'18
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2Q'18 TOP PICKS
PORTFOLIO REVIEW

REVIEW AND DISCUSSION OF
PERFORMANCE

* BCP’s Top Picks generated negative excess
return of 213 bps vs. our CEMBI HY
benchmark which decreased 2.98% over the
period. Outperforms depreciated 220 bps
more than the benchmark while
Underperforms declined 195 bps less than
the benchmark.

* Our top performers were TPZMAR 22s and
ODEBRE 22s, with an excess return of 4.3%
and 3.5% respectively.

» JBSSBZ 24s and ODEBRE 21s were also
highlights among outperforms, generating
3.3% and 2.6% excess performance
respectively.

« Portfolio performance was most negatively
impacted by CHUBUT 26s and GOLLBZ
PERP, which generated a negative return of
13.7% and 9.1%, respectively.

* Over the past ten quarters, BCP Top Picks
have generated compounded excess return of
21.4% vs. the CEMBI HY Index.

PORTFOLIO PERFORMANCE THROUGH JULY 5t 2018
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2Q'18 TOP PICKS
PORTFOLIO REVIEW

OUTPERFORM
CHUBUT 26
GOLLBZ PERPs
JBSSBZ 24
ODEBRE 21
ANTOIL 20
ECUA 27
GJTLI 22

TZA 24
AJECBV 22
METINV 26
DARALA 23
TPZMAR 22
AKBHC PERP
CGCSA 21

UNDERPERFORM

ARCOR 23
MARFRIG 23
AESGEN 25
CENSUD 23
ALPEKA 23
ODEBRE 22

CEMBI

Company

Industry

BONO GAR PROV DEL CHUBUT  Regional(state/provnc)

GOL FINANCE Airlines
JBS INVESTMENTS GMBH Food
ODEBRECHT DRILL VIII/IX Oil&Gas
ANTON OILFIELD SERV GRP/ Oil&Gas Services
REPUBLIC OF ECUADOR Sovereign
GAJAH TUNGGAL TBK PT Auto Parts&Equipment
TV AZTECA SA DE CV Media
AJECORP BV Beverages
METINVEST BV Iron/Steel
DAR AL-ARKAN SUKUK CO LT Real Estate

TOPAZ MARINE SA Transportation

TINKOFF CREDI (TCS FINAN Banks

COMPANIA GENERAL COMBUST Oil&Gas
ARCOR SAIC Food
MARFRIG HOLDING EUROPE B Food

AES GENER SA Electric
CENCOSUD SA Food

ALPEK SA DE CV Chemicals
ODBRCHT OFFSHRE DRLL FIN Oil&Gas

ﬁ Source: Bloomberg as of 07/05/2018

Country

Argentina
Brazil
Brazil
Brazil
China

Ecuador
Indonesia
Mexico
Peru
Ukraine
Saudi Arabia
UAE
Russia
Argentina

Argentina
Brazil
Chile
Chile

Mexico
Brazil

Currency

UsbD
usb
usb
usbD
usb
usb
usbD
UsbD
usb
usb
usD
UsD
usb
usb

UsbD
usb
usb
usbD
UsD
usb

From Until

04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
05/03/18 07/05/18
05/23/18 07/05/18

04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
04/04/18 07/05/18
05/08/18 07/05/18

From Until
04/04/18 07/05/18

Days

92
92
92
92
92
92
92
92
92
92
92
92
63
43

92
92
92
92
92
58

Days

92

Px at Recomm. Px End

97.2
96.9
99.3
98.0
104.8
105.3
97.4
103.4
90.5
100.0
99.1
104.6
102.7
104.0

103.9
101.1
100.5
103.3
103.4
95.0

79.00 7.75%
83.00 8.75%
97.75 7.25%
96.00 6.35%
100.50 9.75%
97.00 9.63%
86.56 8.38%
98,65 8.25%
79.50 6.50%
92.50 8.50%
95.00 6.88%
103.50 9.13%
103.00 9.25%
99.38 9.50%

101.00 6.00%
101.75 8.00%
100.00 5.00%
100.88 4.88%
101.13 5.38%
91.00 6.72%

Px at Recomm. Px End

424.3

411.6

Price Appreciation
Average Return =
(18.7%)
(14.3%)
(1.5%)
(2.0%)
(4.1%)
(7.8%)
(11.1%)
(4.6%)
(12.2%)
(7.5%)
(4.2%)
(1.0%)
0.3%
(4.4%)
Average Return =
2.8%
(0.6%)
0.5%
2.4%

2.2%
4.2%

Total Average Return =

Total Return Excess return

(4.7%)
(16.7%)
(12.1%)
0.3%
(0.4%)
(1.6%)
(5.4%)
(9.0%)
(2.5%)
(10.5%)
(5.3%)
(2.4%)
1.3%
1.9%
(3.3%)
0.4%
1.2%
(2.7%)
(0.8%)
1.1%
0.8%
3.1%
(3.1%)

Total Return

(3.0%)

(2.2%)
(13.7%)
(9.1%)
3.3%
2.6%
1.4%
(2.4%)
(6.0%)
0.5%
(7.5%)
(2.3%)
0.6%
4.3%
1.6%
(4.0%)
(1.96%)
(1.7%)
(5.6%)
(3.8%)
(1.9%)
(2.2%)
3.5%
(2.1%)

=
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3Q'18 TOP PICKS
PORTFOLIO SUMMARY

Company Industry
Outperform
CHUBUT 26 BONO GAR PROV DEL CHUBUT Regional(state/provnc)
CGCSA 21 COMPANIA GENERAL COMBUST Oil&Gas
BRFSBZ 24 BRF SA Food
JBSSBZ 24 JBS INVESTMENTS GMBH Food
ODEBRE 21 ODEBRECHT DRILL VII/IX Oil&Gas
FECCN 23 FRONTERA ENERGY CORP Oil&Gas
ANTOIL 20 ANTON OILFIELD SERV GRP/ Oil&Gas Services
ECUA 27 REPUBLIC OF ECUADOR Sovereign
GJTLIJ 22 GAJAH TUNGGAL TBK PT Auto Parts&Equipment
TZA 24 TV AZTECA SA DE CV Media
AJECBV 22 AJECORP BV Beverages
METINV 26 METINVEST BV Iron/Steel
DARALA 23 DAR AL-ARKAN SUKUK CO LT Real Estate
TPZMAR 22 TOPAZ MARINE SA Transportation
SEPLLN 23 SEPLAT PETROLEUM DEV CO Oil&Gas
CYDSA 27 CYDSA SAB DE CV Chemicals
Underperform
ARCOR 23 ARCOR SAIC Food
MARFRIG 23 MARFRIG HOLDING EUROPE B Food
AESGEN 25 AES GENER SA Electric
CENSUD 23 CENCOSUD SA Food
ALPEKA 23 ALPEK SA DE CV Chemicals
ODEBRE 22 ODBRCHT OFFSHRE DRLL FIN Oil&Gas
Swap
GOLLBZ 25 GOL FINANCE Airlines
AZULBZ 24 AZUL INVESTMENTS LLP Airlines

ﬁ Source: Bloomberg as of 07/05/2018

Country

Argentina
Argentina
Brazil
Brazil
Brazil
Colombia
China
Ecuador
Indonesia
Mexico
Peru
Ukraine

Saudi Arabia

UAE
Nigeria
Mexico

Argentina
Brazil
Chile
Chile

Mexico
Brazil

Brazil
Brazil

Currency

usb
usb
usb
usb
usb
usb
usb
usb
USsD
usb
usb
usb
usb
usb
UsD
UsD

USsD
usb
usb
usbD
usb
usb

USsD
usb

$650
$300
$750
$750
$365
$350
$300
$1.000
$250
$400
$450
$500
$500
$375
$350
$330

$500
$1.000
$172
$943
$300
$459

$650
$400

Minimum

Denomination

$150,000
$1,000
$200,000
$200,000
$1
$200,000
$200,000
$200,000
$200,000
$200,000
$150,000
$200,000
$200,000
$200,000
$200.000
$100,00

$1,000
$200,000
$200,000
$200,000
$200,000
$1

$10,000
$200,000

M/ SP/ F

B2/-/B
-/ B-/B
Ba2/ BB+/ BBB-
-/ B+/ BB-
-/ B-/ -
-/ BB-/ B+
B2/ -/ B-
-/ B-/B
B2/ B-/ -
-/ -1 B+
-/ B/ B-
-1-1B
B1/-/-
B3/ B-/ -
B2/ B-/ B-
-/ BB/ BB+

Ba3/ -/ BB-

B2/ B+/ BB-
Baa3/ BBB-/ BBB-
Baa3/ -/ BBB-
Baa3/ BBB-/ BBB- *-
-/ CCC+ -

-/ B-/B
B1/ B+/ -

CPN

7.75%
9.50%
4.75%
7.25%
6.35%
9.70%
9.75%
9.63%
8.38%
8.25%
6.50%
8.63%
6.88%
9.13%
9,25%
6.25%

6.00%
8.00%
5.00%
4.88%
5.38%
6.72%

7.00%
5.88%

Maturity

07/26/2026
11/07/2021
05/22/2024
04/03/2024
12/01/2021
06/25/2023
12/05/2020
02/06/2027
08/10/2022
08/09/2024
05/14/2022
04/23/2026
03/21/2023
07/26/2022
04/01/2023
04/10/2027

07/06/2023
06/08/2023
07/14/2025
01/20/2023
08/08/2023
12/01/2022

01/31/2025
10/26/2024

Mid Yield

11.83%
9.85%
6.85%
7.74%
8.93%
9.83%
9.74%

10.25%

12.86%
8.54%

13.50%
8.63%
8.17%
8.09%
9.78%

7.4%

5.71%
7.56%
5.00%
4.66%
5.10%
11.85%

11.35%
8.82%

Mid Price

79.00
99.38
89.50
97.75
96.00
99.50
100.50
97.00
86.56
98.65
79.50
99.00
95.00
103.50
97.88
92.50

101.00
101.75
100.00
100.88
101.13
91.00

80.00
85.75

=
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CHUBUT 7.75% 26s
CGC 9.50% 21s

BRFSBZ 4.75% 24s
JBSSBZ 7.25% 24s
ODEBRE 6.35% 21s

FECCN 9.7% 23s

ANTOIL 9.75% 20s

ECUA 9.625% 27s

GJTLI 8.375% 22s

CYDSA 6.25% 27s
TZA 8.25% 24s

AJECBV 6.5% 22s

14
DARALA 6.88% 23s

METINV 8.625% 26s

BCP Top Picks/

TPZMAR 9.125% 22s

SEPLLN 9.25% 23s
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MARKET
OUTPERFORM (ARGENTINA):

CHUBUT 7.75% 26s

The Province of Chubut is situated in the Patagonia region, with a
population of nearly 510 thousand people and a poverty rate of
20.5% in its main urban areas according to INDEC at Jun-17. The

province is the highest oil and third largest gas producer, with a total
production of 140kbpd and 59kbpd in 2017, with reserves of nearly
1,027mmbll of oil and 203mmboe of gas as of Dec-16.

PROS:

Largest oil producer and third largest gas producer
Notes backed by oil & gas royalties collections

Sound covenants structure — under a trigger event (coverage below 1.35x, trustee
has the mandate to retain all royalties collected in reserve account)

Sound coverage: under current production and Brent at US$68 we estimate
coverage of 1.9x when principal starts amortizing in Oct-20

National government has proven its support to provinces with the recent
AR$750mm direct assistance given to Chubut

Though not an official ally of national government, Chubut's governors have been
collaborative with Macri administration, including recent efforts to approve the
fiscal pact signed in Dec-17.

CHUBUT 7.75% 07/26/2026

Mid Price Mid YTM

Amt (US$ MM)

Ratings (M/SP/F)

$650 B2/-/B 79.0 11.8%

CONS:

Qil royalties subject to international price volatility and political intervention.
Recently the national government intervened to temporarily cap oil prices,
although per the Minister of Energy the industry now operates under free market

Exposed to Pan American Energy performance and production levels

Additionally, crude extracted is heavy-oil, sold at a discount to Neuquen's lighter
crude

Deteriorated fiscal situation. National government had to step-in recently,
providing a direct financial assistance. 2017 fiscal deficit estimated at 6% of the
Province's GDP (3% budgeted for 2018)

Historical conflicts with oil Unions
Government has legislative minority and had difficulties in passing laws

Maintains its own social security administration, which has a deficit

=
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MARKET
OUTPERFORM (ARGENTINA):

CHUBUT 7.75% 26s

STRUCTURE OF THE NOTES

Direct, general, unconditional and unsubordinated obligation of the Province of Chubut

US$650MM issued and outstanding, with quarterly interest payments and quarterly principal payments starting Oct-20

Chubut agreed to irrevocably and unconditionally transfer to the Collateral Agent (Deutsche Bank) its right to collect the “Specified Royalties”

“Specified Royalties” means the royalties payable by Pan American Energy (PAE) to the Province of Chubut, less any such Pan American Royalties assigned in support
of the 2020 Notes. Once the 2020 Notes mature, all Royalties payable for the Dedicated Concessions will serve as collateral for the 26s

Accordingly, PAE makes royalty payments directly to the Collateral Account

Royalties are 12% of wellhead price, plus 3% up to 18% for each extension granted. PAE's concessions mature in 2027.

Royalties are tied to USD prices but payable in ARS

Debt reserve account is considered fully funded if it covers next quarterly debt service. Failure to be fully funded for 180 days constitutes an event of default

COVENANTS

Trigger Event: if coverage falls below 1.35x, the Collateral Agent shall convert all excess royalties to USD and transfer them to the Trigger Event Prepayment Account
until the trigger event ceases to exist. As long as a trigger event exists, the notes will be paid in reverse order of maturity (last instaliment shall be paid first)

Same procedure in case of any Default Event

Accordingly, under a trigger event or event of default, the Province would not collect any royalties

=
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MARKET
OUTPERFORM (ARGENTINA):

CHUBUT 7.75% 26s

OIL & GAS ACTMITY IN CHUBUT

Chubut is the largest oil and third largest gas producer, with nearly 30% and
8% of national production, respectively. PAN American Energy is its main
concessionaire, with more than half of its oil and almost its entire gas
production, with concessions until 2027, which can be renewed to 2047. All
0O&G is extracted from the San Jorge basin and near 90% of royalties derive
from oil sales.

Production in Chubut 4M18

Qil (kbpd) 146 139 5% 140 152
PAE 87 83 4% 85 86
YPF 34 31 9 31 36

Gas (kboepd) 58 58 (1%) 59 61
PAE 50 51 (2%) 52 53

=
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MARKET
OUTPERFORM (ARGENTINA):

CHUBUT 7.75% 26s

Estimated coverage amount until principal starts amortization is around 5.5x while when principal begins amortization coverage decreases to 1.9x.

Jul-18

Oct-18

Jan-19 Jul-19

Oct-19

Jan-20

Jul-20  Oct-20 Jan-21

Interest payment 12,594
Principal payment -
Total debt service 12,594
Estimated royalties 68,671
Debt Service Coverage 55

12,594

12,594

68,772

12,594 12,594 12,594 12,594 12,594 12,594 12,594 12,594 12,069 11,544

- - - ; ; ; ; . 27,084 27,084 27,084
12,594 12,594 12,594 12,594 12,594 12,594 12,594 39,677 39,152 38,627

68,873 68,974 69,075 69,176 69,277 69,377 69,478 74,788 68,671 68,772

5.5 5.5 5.5 5.5 5.5 5.5 5.5 5.5 @ 5.5 5.5

Interest payment 11,019

Principal payment 27,084
Total debt service 38,102
Estimated royalties (*) 74,788
Debt Service Coverage 1.9

10,495
27,084
37,578

74,788

9,970 9,445 8,920 8,395 7,871

27,084 27,084 27,084 27,084 27,084

37,053 36,528 36,003 35,479 34,954

74,788 74,788 74,788 74,788 74,788

1.9 2.0 2.0 2.0 2.0 2.1

(*) Estimated royalties payable by PAE to Chubut, after servicing 20s notes, at current production Brent fixed

at US$68/bbl. Gas prices fixed at US$5/MBTU

SENSITIVITY SCENARIO

Coverage in
Oct-2020

Annual
Production drop

7,346
27,084
34,429

74,788

6,821
27,084
33,904

5,247
27,084
32,331

27,084| 27,084
33,380| 32,855

74,788
2.1

74,788 | 74,788 74,788

21 2.2

Brent Price

50 55

N
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OUTPERFORM (ARGENTINA):

CHUBUT 7.75% 26s

CHUBUT vs OIL & GAS BACKED PROVINCES AND YPF

Chubut 26 Fuego 27 Neuquen 28
YTC 13.63% 10.27% 10.16% 8.84%
Duration 4.0 3.9 4.3 4.0
Sov inter. Yield 7,410 7.46% 7.71% 7.41%
Spread to sov (bps) 622 281 245 143
~—

Source: BBG as of 07/06/2018

N

1

BCP Top Picks/ 07/06/2018



MARKET
OUTPERFORM (ARGENTINA):

CHUBUT 7.75% 26s
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MARKET
OUTPERFORM (ARGENTINA):

CGC 9.50% 21s

CGC is an upstream oil and gas company, with production of nearly
27kboepd, of which more than 80% corresponds to gas. In 2015, it

significantly expanded in size by acquiring Petrobras’ assets in the
Austral basin. It also has minority ownership in gas pipeline
transport companies. The company is controlled by Corporacion
America, an Argentine holding controlled by the Eurnekian family,
one of the wealthiest families in the country.

PROS:

.

.

Strong and recognized shareholder
Long USD: USD linked revenues, while part of costs are in ARS

Recently signed an agreement with Echo Energy to jointly explore two areas in the
Austral basin, over which Echo Energy agreed to fund initial capex up to
US$70mm and CGC will be operator

Additionally, the company signed a concession agreement with the Province of
Santa Cruz for tight gas exploration (first non-conventional agreement signed
outside Vaca Muerta).

CGC non-conventional gas production benefits from Plan Gas, which sets
minimum gas prices of US$7.5/MBTU for 2018, decreasing by US$0.5/MBTU
annually through 2021. CGC is the only company approved for the program
outside Vaca Muerta. Difference between wellhead price and set price is paid as a
subsidy in ARS at the respective f/x rate

Benefits from higher crude prices for its oil production

25% ownership of TGN, valued at nearly US$167mm at TGN's current market cap

Description

Amt (US$ MM)  Ratings (M/SP/F)  Mid Price Mid YTW
CGCSA 9.50% 11/07/2021 $300 -/B-/B 99.4 9.9%

CONS:

Despite expanding operation, the company is still a small E&P player

Only operates in the oil and gas upstream business, historically subject to
political interventions in the country. Recently the national government
intervened to temporarily cap oil prices, although per the Minister of
Energy the industry now operates under free market

Subject to exploration risks in its investment projects in the Austral basin

Committed minimum investments of US$183mm could increase leverage.

Increasing net debt at 1Q18 by US$183mm and at 1Q18 EBITDA
generation, net leverage would result in 3.2x, which we think is still
manageable and is not including any benefit from higher production

N
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MARKET
OUTPERFORM (ARGENTINA):

CGC 9.50% 21s

SMALL CAP EMERGING MARKETS B/BB E&P PEER TABLE

(US$ MM) CGC Frontera Seplat Tullow Geopark PANAME Tecpetrol Gran Tierra Canacol
Country Argentina Colombia Nigeria Pan African Colombia/Chile  Argentina Argentina Colombia Colombia
Mid yield (%) b 9.83% 9.78% 6.63% 7.04% 6.78% 6.73% 7.46% 7.92%
Rating (M/SP/F) -/B-/IB -/BB-/B+ B2/B-/B- B3/B/- -/B+/B+ Ba3/-/BB- Ba3/-/BB+ -/B+/B -/B+/B
Bond maturity 2021 2023 2023 2022 2024 2021 2022 2025 2025
Amount Outstanding (US$mm) 300 350 350 650 425 500 500 300 300
1Q18 1Q18 1Q18 2H17 1Q18 1018 1Q18 1Q18 1Q18
Oil & Gas production (kboed) 27.0 52.4 53.6 94.7 32.2 161.8 35.7 28.2 20.9
Revenue 110 292 181 935 124 768 141 138 54
EBITDA 45 86 116 801 63 399 69 89 34
FCF (13) 0 (34) 481 (13) 11 (344) 7 99
Gross debt 483 350* 536 3,606 420 1,604 1,079 398 343
Net debt 397 (166) 361 3,322 299 1,497 764 237 283
LQA Gross leverage 2.7x 1.0x 1.2x 2.3x 1.7x 1.0x 3.9x 1.1x 2.6x
LQA Net leverage 2.2x n/a 0.4x 2.1x 1.2x 0.9x 2.8x 0.7x 2.1x

*Pro forma for US$350mm issuance

Source: BBG as of 07/06/2018

N
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MARKET
OUTPERFORM (ARGENTINA):

CGC 9.50% 21s

A

.

nalysis of 1Q18 results
Revenue increased 30% qg/q to US$110mm driven by higher prices on O&G
» Total production of 26.9kbpd, up 31% y/y while down 1% g/q
EBITDA (pre-dividend collections from associates) increased 12% qg/q to
US$45mm, as higher revenue was offset by higher costs and SG&A
Free cash flow burn of US$13mm on working capital investments and higher
capex as the company moves forward with its investment plans

* In Dec-17, the company was awarded with a 35 year concession for
tight gas exploration in Santa Cruz. Gas production from the area will
benefit from subsidies gas prices from ‘Plan Gas’

» Additionally, the company has the following farmouts signed with
Echo Energy in the Austral basin:

» La Maggie: 50/50 farmout with CGC being the operator and Echo
Energy financing 100% of initial capex up to US$70mm. 50/50
capex investment thereafter

» Taipi Aike: 50/50 with CGC as operator and Echo Energy assuming
65% of initial costs and investment plans

Assumed minimum investment plans at Mar-18 total US$183mm, of which
US$76mm correspond toTapi Aike, US$88mm to the tight gas exploration in
Santa Cruz, and US$18mm for Angostura area in the Neuquina basin

Gross debt increased 28% qg/q to US$483mm as the company issued new
US$100mm 21s sold in local market

Annualized net leverage of 2.2x, unchanged g/q and improving from 11.7x
one year ago

CGC (US$MM)
Revenue
EBITDA
EBITDA margin

CGC (US$MM)

Total Debt

Cash and Equivalents

Net Debt

Leverage (Total Debt/LQA EBITDA)
Net leverage (Net Debt/LQA EBITDA)

CGC (US$MM)
EBITDA
Working capital
Capex

Interest paid
Taxes paid

FCF

1Q18
110
45
41.5%

1Q18
483
86
397
27
2.2

1Q18
a5
(16)
(39)
(2)
(1)
(13)

1Q17
77
6
7.3%

1Q17
382
118
264
16.9
11.7

1Q17
6
28
(29)
(2)
(2)
)

4Q17
84
41

48.4%

4Q17
377
23
354
2.3
2.2

4Q17
a1
7
(57)
(15)
©)
(25)

yly
41%
706%

yly
26%
(27%)
50%

q/9
30%
12%

q/9
28%
274%
12%

N
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MARKET
OUTPERFORM (BRAZIL):

BRFSBZ 4.75% 24s

BR Foods was founded through the merger of poultry giants Sadia S.A and
Perdigdo S.A. In the market for over 80 years, the company is present in
over 110 countries in all five continents. Operates in the poultry, processed
poultry, dairy, margarine, pasta, pizza and frozen vegetables segments.
Benchmark of the sector, BR Foods has a split rating, with one IG.

Management team has turned over during the past several quarters, perhaps
driving accounting charges. New Board and CEO lead to new strategies
including focus on Brazil, Asia and MENA, divestitures in other markets and
debt reprofiling. Bond prices dropped and now clearly price a loss of IG,
trading in line with other BB credits. At 7% we finally feel comfortable with
risk/reward and upgrade BRF24s to Market Outperform.

PROS:

« Positive 1Q18 earnings, on the back of MENA recovery, leading to stronger margins
and improved leverage (4.4x LQA)
« FCF positive before WK, but squeezed by suppliers
» Pedro Parente was announced as new CEO and started implementing new
strategies
* Debt reprofiling
+ US$280mm credit note from local bank in June
» Asset divestitures and deleveraging
« Plan to sell operational units in Europe, Thailand and Argentina (exports
to those markets will continue)
+ Management plans to achieve R$5bn in asset sales and 4.35x by
December 2018, much more conservative. We expect lower levels
* Management also expects 3x target by December 2019
« Brazil and US Corn prices seem to be converging

Description Amt (US$ MM) Ratings M/SP/F  Mid Price Mid YTM
BRFSBZ 4.75% 05/22/2024 750 Ba2/ BB+/ BBB- 89.5 6.9%
CONS:

» Higher grain prices should have a deeper impact in Q2

* MENA region is still rebounding

« MHP’s exports appear to be targeting MENA and KSA in particular
» Increased tariffs and competition

* Subject to commodity and currency risks

N
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MARKET
OUTPERFORM (BRAZIL):

BRFSBZ 4.75% 24s

1Q18 Earnings
» 1Q18 revenue was 1% below consensus, and 5% higher y/y, to R$8.2bn, as improved

average prices in MENA (up 7.9% in USD) offset lower prices in Brazil (-6.5%) BRF (R$ MM 1018 BBG Consensus  +/- 4017 1017 q/g /
+ Pricing in Saudi Arabia was positively impacted through lower inventories and Revenue 8,203 8,278 (1%) 8,901 7,809 (8%) 5%
accorghng to mgr_lage_rment, uncertainty scenario around discussions about animal EBITDA 783 NA NA 499 506 57% 55%
electric desensitization .
« Regarding costs, Brazil's average prices for grains were above historical levels, which Adjusted EBITDA g 775 3% 645 570 24% 41%
will likely impact 2Q18 results
- Management attributes to soy crop failure in Argentina (that represents 46% REIREGERVIY) 1018 4017 1Q17 g/q % 27
of soy meal world exports) and thereafter, Brazilian producers building corn ~ Total Debt 21,293 20,744 20,391 3% 4%
inventory, increasing prices as well Cash 7,274 7,434 8,148 (2%) (11%)
+ According to management, corn prices are expected to normalize during Net Debt 14,019 13,310 12,243 5% 15% =
June-August with oversupply during the second corn crop Leverage (Total Debt /LQA Adj 6.64 8.04 8.94 o
- Company reclassified expenses (employee benefits plan, shared-based payments, labor EBITDA) _ N
contingencies, and discontinued operations) Net Leverage (Net Debt /LQA Adj  , 5 5.16 5.37 =
+ 1Q18 EBITDA totaled R$783mm, up 55% yly, as SG&A had the lowest level since EBITDA) g
2014
» Adjusted EBITDA grew by 41% yly, to R$802mm and margins were up from H=IR{EGEERYIY)) 1018 4Q17 1Q17 g/q yly E
7.3% in Q4 and 7.2% in 1Q17 to 9.8% Adjusted EBITDA 802 645 570 24% 41% Q
 Adjustments for Carne Fraca/Trapaca operations totaled R$13mm, - capex 447 275 474 63% (6%) o
down from R$40mm in 1Q17 and R$206mm in 4Q17 - interest paid 162 393 435 (59%)  (63%) &
« Brazil represented 44% of adjusted EBITDA and MENA, 18% - taxes paid 0 2 33 (90%)  (99%) =
« FCF positive of R$193mm before WK, supported by stronger EBITDA and interest FCF before WK 193 (25) (372) &
reduction WK (340) 744 (738) 0]
+ WK contraction of R$340mm, with lower domestic and foreign suppliers balance FCF (247) 719 (1.110) (87%)

» Total debt increased by 3% sequentially, totaling R$21.3bn and cash was down 2%
g/g, at R$7.3bn

* Net leverage improved on both annualized and LTM terms, to 4.3x and 4.6x from 5.2x
and 4.9x, respectively



MARKET
OUTPERFORM (BRAZIL):

BRFSBZ 4.75% 24s

MENA (20% OF BRF'S EBITDA) HAS STABILIZED
BRF’s MENA EBITDA Margin

30%

25%

20%

15%

10%

i n i1 n B
0% | |

1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4016 1Q17 2Q17 3Q17 4Q17 1Q18

PRICE CHANGE INFLUENCE

1017 4016 3016 20Q16 1016 40Q15 3Q15

Revenue 566 576 611 491 419 450 481 457 406 457 474 514 468 (2%) 35%
Poultry in Natura 456 457 504 416 364 394 431 410 362 413 445 483 432 0% 25%
EBITDA 48 42 53 8 7 33 53 70 55 102 128 130 78 16% 618%
EBITDA Margin 8.5% 7.2% 8.6% 1.6% 1.6% 7.3% 11.0% 15.2% 13.5% 22.4% 27.1% 25.4% 16.7% 18% 431%
Average Price 2.04 1.94 2.00 1.90 1.89 1.99 2.06 1.89 1.79 192 203 220 215 5% 8%
Total Volume (kg) 277 297 305 258 222 226 233 241 227 239 233 233 218 (7%) 25%
Poultry in Natura 242 259 273 234 202 204 214 222 208 220 221 221 203 (7%) 20%
Average Price USD Poultry in
Natura 1.88 1.76 1.85 1.78 1.80 193 201 185 174 187 201 219 212 7% 5%
Cash Costs 518 534 559 483 412 417 428 387 352 355 345 384 390 (3%) 26%

Cash costs per total kg 1.87 1.80 1.83 1.87 1.86 1.84 1.84 1.61 1.55 1.49 1.48 1.64 1.79 4% 0%

N
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MARKET
OUTPERFORM (BRAZIL):

BRFSBZ 4.75% 24s

BRAZIL CORN PREMIUM SPREAD WIDENED IN 1H17 BUT MORE FAVORABLE NOW. WILL TRADE WAR TARIFFS FURTHER
IMPACT?

25
= Soy Brazil
= Corn Brazil
20
Soy US
\ e Corn US
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Feed represents about 30% of COGS
* 20% corn

e 10% soy
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MARKET
OUTPERFORM (BRAZIL):

JBSSBZ 7.25% 24s

JBS is the largest protein producer in Brazil and a globally competitive meat packing
giant. The company was founded in the 1950s, and it has grown mainly through
acquisitions since. Owned by the Batista family through J&F holding, which, in May
2017, admitted having paid over R$1bn in bribes to politicians, while accessing over
R$8bn in government financing. R$10.3bn (PV) leniency agreement with the
Prosecutors Office (MPF) is to be paid in 25 years. The Batista brothers have been
stripped of immunity but are currently out of jail and the agreement remains in place
with respect to impact on the issuers.

In addition to value that can be shared between USA and JBS SA without breaching
covenants, JBS rolled its ST debt and ODBR is said to have had positive outcome in a
leniency agreement with the remaining federal institutions: previous fines levied by
the MPF would offset new ones. We continue to think JBS spreads have room to
tighten — should stand closer to Minerva than to Marfrig, and therefore, we reiterate
JBSSBZ 7.25% 24s as ‘Outperform’.

PROS:

Description Amt (US$ MM)

JBSSBZ 7.25% 04/03/2024 750 -/ B+/ BB- 97.8 7.7%

CONS:
*  Known for FX hedging, JBS is still under investigation by local authorities,
for shareholder malfeasance
» Lower consensus margin for PPC
» Prospects for beef margin erosion in Brazil due to increased capacity
» JBS USA may not fare well under increasing scrutiny
» Price fixing lawsuits at PPC — an alleged industry practice
accusers say began in the same timeframe JBS acquired
Pilgrims Pride
+ Self-dealing with J&F direct subsidiary (J&F Oklahoma) for
cattle supply
» Dol investigations (at the very least FCPA) appear fertile ground
to generate uncertainty

» Solid 1Q18 results, backed by significantly stronger y/y EBITDA. Increased annualized net leverage (4.0x) but with improvements in LTM (3.1x). Importantly, in line with
our expectations, JBS announced the three year extension with local banks for 78% of its ST maturities

» ODBR is said to have had positive outcome in a leniency agreement with the remaining federal institutions: previous fines levied by the Federal Prosecutor (MPF) would
offset new ones. While holdco (J&F) is solely responsible for leniency fines, nonetheless, the precedent is undeniably constructive for subsidiary JBS

» While there is a restricted payments limitation, it appears USA can freely lend on arms length terms as it has done in the past with Seara and reiterated by USA

management during 4Q17 call

» Historically, we see evidence of substantial intercompany transfers from USA to JBS SA

» Normalized US beef margins marginally affect JBS

Ratings M/SP/F  Mid Price Mid YTM

w
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MARKET
OUTPERFORM (BRAZIL):

JBSSBZ 7.25% 24s

JBS SA - Recent 1Q18 Earnings:

1Q18 revenue increased by 2% yly in USD terms, 11% above consensus,
totaling US$12.3bn, supported by USA operations
1Q18 EBITDA reached US$859mm, 26% higher yly and 14% above
consensus, with improvements in all segments except for JBS Brazil
* USA beef margins were above 6%, approx. 200bps above Tyson's
» PPC and USA pork margins increased both y/y and g/q
FCF positive (before WK and sale proceeds) of US$222mm, up from a cash
burn during 1Q17, with significantly lower capex
« Capex was 56% below its average (excluding M&A) % of sales
* Normalized capex levels would lead to a leaner, but still
positive cash flow
* US$638mm WK expansion, as receivables increased possibly related
to a more competitive stance aimed at defending or regaining market
share
e Minerva acknowledged margins were impacted by JBS’
rebound
* Sale of Five Rivers for US$200mm, including related inventory,
subject to closing adjustments
Gross debt was virtually in line sequentially, at US$17bn
Cash decreased by 7% q/q, totaling US$3.3bn
Net leverage reached 4.0x (annualized), up from 3.5x in Q4
e LTM net leverage decreased to 3.1x, from 3.3x last quarter

JBS (US$ MM)
Revenue
EBITDA
EBITDA Margin

JBS (US$ MM)
Total Debt
Cash

Net Debt

1Q18
12,255
859
7.0%

Leverage (Total Debt /LQA EBITDA)
Net Leverage (Net Debt /LQA EBITDA)

JBS (US$ MM)
EBITDA

- capex

- interest paid

- taxes paid
FCF before WK
WK

FCF

1018
859
136
341
160
222

(638)

(416)

BBG Consensus +/- 4Q17 1017
11,017 11% 13,156 11,968
753 14% 985 681
6.8 % 7.5% 5.7%

1Q18 4017 1Q17 g/q
17,039 17,220 18,752 (1%)
3,292 3,546 3,441 (7%)
13,748 13,675 15,311 1%
4.96 4.37 6.88
4.00 3.47 5.62

4017 1Q17 g/q yly
985 681 (13%) 26%

241 609 (44%) (78%)
343 257 (1%) 33%
66 43 144% 271%
335 (228) (34%)
(49) (531) 1205% 20%
286 (758) (45%)

q/q
(7%)
(13%)

yly
(9%)
(4%)
(10%)

yly
2%
26%

31
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MARKET

OUTPERFORM (BRAZIL):

JBSSBZ 7.25% 24s

JBS USA (R$ MM) 1Q18

LTM EBITDA 12,448
Total Funded Debt 32,901
Short Term 1,558
Long Term 31,343
Secured Debt 13,225
Cash 8,166
Gross Leverage 2.6
Net Leverage 2.0
Secured Leverage 1.1
RCF (undrawn) 1,544
Gross leverage ex PPC debt & EBITDA 3.3

JBS Non USA (R$ MM) 1Q18

JBS Consolidated (R$ MM) 1Q18

LTM EBITDA 1,616 LTM EBITDA 14,064
Total Funded Debt 23,436 Total Funded Debt 56,337
Short Term 11,475 Short Term 13,033
Long Term 11,961 Long Term 43,304
Secured Debt 5,065 Secured Debt 18,290
Cash 2,668 Cash 10,833
Gross Leverage 14.5 Gross Leverage 4.0

Net Leverage 12.9 Net Leverage 3.2

Secured Leverage 3.1 Secured Leverage 1.3

RCF (undrawn) - RCF (undrawn) 1,544

USA

NON USA

PPC has a substantial equity market value
(US$4.9bn). Consolidation lowers JBS USA leverage

* JBS USA risks include:

Price fixing lawsuits at PPC — an alleged
industry practice accusers say began in the
same timeframe JBS acquired Pilgrims
Pride

DoJ investigations (at the very least FCPA)
appear fertile ground to generate uncertainty

R$11 bn in short-term debt at JBS non USA, half of total debt

*  R$9bn in export related lines, structurally senior

+ Parent only: R$3.4bn advances on exchange contracts and R$3.4bn
export prepayments

* R$2.7bn estimated cash and equivalents
The company announced a Normalization Agreement, similar to the one achieved last year for
debt reprofiling

* R$12.2bn in ST maturities at JBS Brazil will be extended for three years

* Includes a 25% amortization of principal between January 2019 and July 2021

If requiring a reduction, JBS SA could extract value from JBS USA as needed
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MARKET
OUTPERFORM (BRAZIL):

JBSSBZ 7.25% 24s

IN HOUSE TRANSACTIONS - CONSTANT SHIFTING VALUE

“There’s no limit to send cash to SA”

» JBS SA has an ability to extract money from USA through intercompany transfers

« Our interpretation is covenants ultimately cap transfers, but it appears JBS has a number of ways to work around them

* Recently, JBS USA partially drew its US$900mm RCF and sent money to JBS non USA through a new loan

» Per our calculations, until very recently, all recent FCF was generated by PPC, until USA beef margins jumped

»  We think in a stress scenario, JBS USA will be seen as a source for value rather than an asset to protect against all odds

DIVIDENDS (US$ MM)

2016 537 PPC paid US$700mm in ‘special cash dividends’. JBS SA received US$537mm
2015 1,150 PPC paid US$1.5bn in ‘special cash dividends’. JBS SA received US$1.15bn
2014 1,264 JBS USA remitted in cash US$1.3bn in dividends to JBS SA

2012 918 JBS USA paid US$918mm in dividends to JBS SA

BCP Top Picks/ 07/06/2018

LOANS (US$ MM)
2017 150 JBS USA issued a US$150mm pre-export financing agreement with Seara

ACQUISITIONS (US$ MM)
2017 1,000 PPC acquired Moy Park for US$1.3bn. JBS SA will receive US$1.1bn

CAPITAL REDUCTIONS (US$ MM
2014 230 JBS USA remitted in cash US$230mm referring to a capital reduction as debt forgiveness
JBS USA paid US$1.5bn referring to a capital reduction and US$1.4bn referring to a capital reduction as an

2011 2,926 offset of mutual contract
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MARKET
OUTPERFORM (BRAZIL):

ODEBRE 6.35% 21s

Odebrecht Offshore Drilling Finance finances projects for building
oil and gas related infrastructure, including rigs, platforms and other

Amt (US$ MM)  Ratings (M/SP/F)  Mid Price Mid YTM

subsea operations. ODEBRE 21s were issued for the purpose of ODEBRE 6.35% 12/01/2021 $365 IB-/- 96.00 8.9%

financing the construction of two ultra-deep water rigs (Norbe VIlI
and Norbe IX). After 2017 restructuring, the old 21s and 22s
principal were split between senior and subordinated tranches

PROS:

* Notes backed by two ultra-deep water rigs, all operating normally and with the
contracts maturing in 2021

» After recent restructuring and the new structure of senior/junior tranches, debt
burden for the senior tranche eased. Junior principal and most of its coupon will
not be paid during lifetime of senior tranche

» Recovery of Brent prices should help revitalize the drilling industry and ease
concerns over possible declines in dayrates

» We have not seen any signs of Petrobras intending to cancel any of the remaining
contracts. We do not think Petrobras wants to rely solely on multinational
contractors.

CONS:

Drilling industry is subject to Brent prices

Despite recovery in crude prices we have not seen yet an increase in platforms
contracted or new platforms being built. There are still several rigs idled and
stacked around the world

Petrobras can cancel the contracts: in the past, Petrobras cancelled Tay IV rig
contract (collateral for the old 22s) and the platform was sold for scrap. Any
immediate termination of the contracts, though unlikely in our view, will result in
substantial downside.
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MARKET
OUTPERFORM (BRAZIL):

ODEBRE 6.35% 21s

STRUCTURE AFTER 2017

New Instruments Old ODEBRE 21s Old ODEBRE 22s
e

Senior Bonds (US$mn) 506
Current amount outstanding (US$mm) 393 483
Coupon Cash 6.35% Cash 6.72%
Amortization Quarterly Quarterly
Maturity 2021 2022
Subordinated Bonds (US$mn) 590 1,390
Current amount outstanding (US$mm) 628 1,455
Coupon 7.35% 7.72%
Minimum Cash Interest during Senior

amortization (remaining coupon during 1% 1%
lifetime of senior tranche is PIKed)

Amortization Variable based on ECF starting after maturity of Seniors
Maturity 2026 2026

CURRENT DAYRATES 21s
Charter (US$k)  Service (BRLk)

Norbe VIII 381 123

Norbe IX 358 116

Contract maturities
Norbe VIII: Jul-21
Norbe IX: Oct-21

w
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MARKET
OUTPERFORM (BRAZIL):

ODEBRE 6.35% 21s

CASH FLOW PROJECTION

Coupon Coupon Mgmt
T1 T2  fees (*)

Coverage Cash IRR @
(OCF/debt balance 97¢

Revenue Opex Capex OCF Amortization Outstanding

USDk/day (*) USDK/day USDmm US$mn service)  (US$mm) . 8.5%

TODAY (354)
9/1/2018 762 258 44 460 64 18 16| 28 338 1.19 39 31
12/1/2018 762 258 44 460 59 18 16| 28 310, 1.20 45 33
3/1/2019 759 255 22 482 54 18 16| 23 288 1.57 58 27
6/1/2019 759 255 22 482 50 19 16 23 265 1.59 71 27
9/1/2019 759 255 22 482 46 19 16| 23 243 1.60 84 27
12/1/2019 759 255 22 482 42 19 16| 33 210 1.12 88 36|
3/1/2020 764 274 44 447 37 20 16 33 178 1.04 89 36|
6/1/2020 764 274 44 447 31 20 16| 33 145 1.05 91 35
9/1/2020 764 274 44 447 25 20 16 33 113 1.07 93 35|
12/1/2020 764 274 44 447 20 20 16| 23 90| 1.56 106 24
3/1/2021 622 285 107 230 16 21 16 23 68 0.71 99 24
6/1/2021 622 285 107 230 12 21 16| 23 45 0.72 93 24
9/1/2021 622 285 107 230 8 21 16| 23 23 0.74 87| 23
12/1/2021 622 285 107 230 4 22 16| 23 0 0.75 82 23

(*) Per OOG projections of daily opex and capex, management fees and current dayrates

w
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MARKET OUTPERFORM (CHINA):

ANTOIL 9.75% 20s

Anton is an independent, integrated Chinese onshore oilfield service provider, with a focus on
oilfield service development in EM global markets. Anton operates in Asia (China, Kazakhstan),
the Middle East (Irag, Pakistan), Africa (Ethiopia), and the Americas. The company’s three
business sectors include drilling technology, well completion and oil production. 2H17 results,
driven by the PRC's “Belt & Road” policy, and the company’s recent bond exchange/issuance
support our current ‘Outperform’ rating.

Description Amt (US$ MM)  Ratings M/SP/F  Mid Price  Mid YTM
ANTOIL 9.75% 12/05/2020 $300 B2/ -/ B- 100.5 9.7%
Pros:

* Impact of PRC implemented “Belt & Road” Strategy:

— Seesaw effect on revenue balance, with overseas revenues accounting for
65% of total revenue in 2H17

— Larger order sizes from existing overseas clients

— Increase in orders from Chinese independent oil customers in “Belt & Road”
markets

* Recent issuance of 9.75% 2020s extend ANTOIL’s runway, benefitting bondholders
with higher coupon

* Positive 2H17 financial results — substantial increase in revenue and EBITDA

Cons:
» 1/3 of 2017 revenue generation sourced from two customers

» We continue to monitor whether increase in revenue and reported EBITDA are the result
of overly lenient customer payment terms

* Integrated Well \

Completion/Stimulation
Services for:

- Well Cementing & Completion
- Production Well Completion

- Tools/Equipment and Material

Operations:

« Dirilling technology
« Well Completion

» 0Oil Production

* Qilfield Ground Station:
- Workover Services
- Production Operation

Management Services

DRILLING
TECHNOLOGY

¢ Drilling-stage engineering
technical services and
products for: -
Directional Drilling
- Drilling Assessment
- Drilling Acceleration
- Enhanced Reservoir Contact
- Integrated Drilling

- J

W
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MARKET OUTPERFORM (CHINA):

ANTOIL 9.75% 20s

ANTOIL (US$MM) 2017 2H17 1H17 2016 2H16 1H16 yly h/h
Revenue 327 200 127 243 140 103 43% 57%
EBITDA 105 63 42 57 39 17 60% 50%
EBITDA margin 32% 31% 33% 23% 28% 17% 340 bps (147 bps)
Sale/(purchase) PP&E (55) (42) (13) (68) (52) (16) (19%) 230%
Asset sales/(purchases) (6) (1) (5) 11 (1) 12 27% (84%)
Interest paid (26) (12) (14) (27) (15) (12) (21%) (13%)
Income tax paid @) (5) 2) (5) (5) Q) 9% 134%
Free cash flow (Pre-WK) 12 3 8 (38) (43) 5 (107%) (63%)
Total Debt 523 523 397 372 372 368 41% 32%
Cash 174 174 50 73 73 31 138% 251%
Net Debt 349 349 347 299 299 337 17% 1%
Leverage (Total Debt / LHA EBITDA) 5.0x 4.2x 4.7x 6.6x 4.7x 10.5x (0.6x) (0.5x)
Net Leverage (Net Debt / LHA EBITDA) 3.3x 2.8x 4.1x 5.3x 3.8x 9.6x (1.0x) (1.3%)

2H17 FINANCIAL PERFORMANCE:

Revenue increased 43% y/y to US$200 mm, driven almost
entirely by overseas sales tied to independent Chinese oil
companies operating in the “Belt and Road” markets
o Strong growth from both domestic and overseas
customers resulted in revenue expansion of 57%
h/h
o InFY17, approx. 1/3 of revenues were derived from
two external independent customers, and tied to
drilling technology and oil production service agents
Adjusted EBITDA followed, growing 39% y/y and 60% h/h to
US$63 mm
EBITDA margin expanded y/y to 31%
The company had US$540 mm in orders on hand at Dec-17,
with 80% of projects already commenced
Free cash flow (pre-working capital) was slightly positive at
US$3 mm, from a burn of US$40 mm one year ago
Debt increased 32% h/h to US$523mm after the issuance of
US$300 mm 2020 senior notes in December, of which
US$176 mm were used to retire the outstanding 2018s
o With the liability management and improved
financial profile, Moody’s and Fitch upgraded its
ratings
Cash h/h ended at US$174 mm
Annualized net leverage strengthened to 2.8x from 3.8x one

year ago
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MARKET OUTPERFORM (CHINA):

ANTOIL 9.75% 20s

Anton Oilfield’s “Belt & Road” Strategy:

Under the “Belt & Road” infrastructure initiative, the Chinese
government has sought to curtail overseas investments by large
domestic corporations in industries such as real estate, hotel,
film studio, and entertainment

Simultaneously, the government has encouraged overseas
investment related to telecom., railroads and construction — an
action which has benefitted Chinese integrated oil & gas
companies like Anton Oilfield Services Group

Anton has implemented strategies to take advantage of these
newly implemented regulations

The company plans to maintain an asset-light business model
and developing their presence the emerging market sector, with
a focus on increasing production and reducing costs over the
next three years

The effect of these changes can already be seen in the shift of
their revenues from being primarily domestically driven, to
heavily sourced by overseas operations — 65% of revenues were
derived from overseas in 2H17

In addition to enhancing the company's ability to penetrate

outside markets, the change appears to be having a positive
impact on EBITDA
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