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The strategic case for Brazil in a more
concentrated emerging markets landscape

As global and emerging market portfolios concentrate around a narrower
set of countries, sectors and themes, Brazil's diversification benefits may
become more valuable, not less.

By end-2025, the 10 largest companies in the S&P 500 represented more than 40% of the index, the highest level
since the mid-1960s, reflecting the dominance of technology, Al and digital infrastructure in recent returns. A similar
pattern is visible within EM, where capital has gravitated toward fewer countries and themes.

Graph 1: Cumulative weighting of 10 largest S&P 500 companies by year
Sources: Bloomberg and SAM calculations
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This concentration has been rewarded: over the three years to May 29, 2026, the MSCI Emerging Markets
Information Technology Index returned 58.3% annualized, versus 25.2% for the MSCI EM. But it also leaves portfolios

exposed to common assumptions: sustained technological leadership, continued Al-related investment and a growth
model tied to the digital economy.

As portfolios become more exposed to the same drivers, differentiated sources of return become more valuable. For
investors already committed to EM, the question is often not whether to invest in Brazil, but what role Brazil should
play within a diversified EM allocation. Brazil occupies a distinctive place because it offers exposure to drivers that
differ from those increasingly dominating global portfolios.
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The strategic case

Unlike many emerging economies linked to manufacturing supply chains or technology exports, Brazil combines
globally competitive commodity producers, a sophisticated financial system, a large domestic market and deep capital
markets. These characteristics create sources of return influenced by a broader set of forces than those driving the
largest positions in global and EM benchmarks.

This benefit extends beyond geography. In a world focused on disruption, investors may benefit from assets whose
value is less dependent on innovation cycles and less vulnerable to obsolescence. Key Brazilian sectors—including
agriculture, energy, infrastructure and financial services—remain tied to real assets, essential services and physical
production, providing exposure distinct from the global technology ecosystem.

Brazil should not be seen only as a mature commodity producer. Several key industries still offer long-term growth
potential. Agricultural productivity continues to benefit from technology and scale. Oil production is expected to expand
as new projects come online, while livestock remain competitive relative to global peers. These areas still offer room for
growth.

Graph 2: Performance of the MSCI Emerging Markets, last 3 years
31/05/2023 = 100. Sources: Bloomberg and SAM calculations
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The rise of artificial intelligence may reinforce this argument. While attention is focused on software, semiconductors
and computing power, the Al ecosystem also requires infrastructure, reliable energy and strategic resources. The more
capital flows into the digital economy, the more important the physical economy supporting it becomes. Brazil's energy
matrix, resource base and potential exposure to critical minerals may create opportunities not fully reflected in
traditional narratives, including through private markets and alternatives.

Geopolitics provides an additional consideration. While no country is entirely immune to geopolitical developments,
Brazil's geographic position and economic structure leave it less directly exposed to some strategic tensions elsewhere.
As investors navigate trade fragmentation and geopolitical competition, this may provide another layer of diversification
within EM portfolios.
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Investment opportunities

Brazil also offers something uncommon in EM: breadth across asset classes. Investors can access local government
bonds, inflation-linked securities, corporate credit, equities and currency exposure within a relatively deep and liquid
market structure. Few emerging markets offer comparable scale.

This is especially relevant in fixed income. Brazil has historically maintained higher nominal and real interest rates than
most developed and emerging economies. While partly linked to its risk profile, this also provides differentiated return
potential. In markets where fixed income often offers limited real income, Brazilian assets can provide meaningful carry
and risk premia.

Brazilian equities add another feature. They provide exposure to established franchises in banking, infrastructure,
utilities, energy and commaodities. Many of these businesses benefit from strong competitive positions, barriers to entry
and a history of shareholder distributions.

Valuation further reinforces the case. While valuation alone is rarely sufficient to justify investment, current pricing
levels appear to offer an attractive entry point for long-term investors. Uncertainty around fiscal sustainability,
economic policy and the external environment remains reflected across Brazilian assets. For investors able to look
beyond shorter-term volatility, current valuations may support maintaining Brazil exposure within a diversified EM
allocation.

This matters because pricing is often influenced by investors with relatively short horizons. Debates around fiscal
sustainability, policy direction and cyclical developments can generate volatility and reassessments of long-term
fundamentals. For investors able to extend their horizon, these periods may create opportunities to capture risk premia
that shorter-term participants are unwilling or unable to hold.

None of this implies that the near-term outlook is without challenges. The global environment remains uncertain, while
domestic discussions around fiscal sustainability and economic policy are likely to remain important drivers of
sentiment. Taken together, these factors suggest tactical caution, even if they do not materially alter the broader
structural case.

Conclusion

Tactical considerations may influence positioning over shorter horizons. However, they should not
obscure the structural rationale. The same forces that have increased concentration within global and
EM portfolios have also increased the value of diversification. In our view, Brazil's combination of
differentiated economic exposures, deep capital markets, commodity leadership, attractive real yields
and broad investment opportunities supports an important role within diversified EM portfolios.

As portfolios become increasingly exposed to a narrower set of countries, sectors and technological
outcomes, assets capable of providing differentiated sources of return become more valuable. Brazil's
relevance within emerging markets should be viewed through that lens.
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Important Legal Notice

This report has been prepared by Santander Asset Management (hereinafter “SAM"). SAM is the functional name of the asset
management business conducted by the legal entity SAM Investment Holdings S.L. and its branches, subsidiaries and
representative offices.

For institutional clients only. This document contains economic forecasts and information gathered from several sources. The
information contained in this document may have also been gathered from third parties. All these sources are believed to be
reliable, although the accuracy, completeness or update of this information is not guaranteed, either implicitly or explicitly,
and is subject to change without notice. Any opinions included in this document may not be considered as irrefutable and
could differ or be, in any way, inconsistent or contrary to opinions expressed, either verbally or in writing, advices, or
investment decisions taken by other areas of SAM.

This report is not intended to be and should not be construed in relation to a specific investment objective. This report is
published solely for informational purposes. This report does not constitute an investment advice, an offer or solicitation to
purchase or sell assets, services, financial contracts or other type of contracts, or other investment products of any type
(collectively, the “Financial Assets"), and should not be relied upon as the sole basis for evaluating or assessing Financial
Assets. Likewise, the distribution of this report to a client, or to a third party, should not be regarded as a provision or an offer
of investment advisory services.

SAM makes no warranty in connection with any market forecasts or opinions, or with the Financial Assets mentioned in this
report, including with regard to their current or future performance. The past or present performance of any markets or
Financial Assets may not be an indicator of such markets or Financial Assets future performance. The Financial Assets
described in this report may not be eligible for sale or distribution in certain jurisdictions or to certain categories or types of
investors.

Except as otherwise expressly provided for in the legal documents of a specific Financial Assets, the Investment Products are
not, and will not be, insured or guaranteed by any governmental entity, including the Federal Deposit Insurance Corporation.
They are not an obligation of, or guaranteed by, Santander, and may be subject to investment risks including, but not limited
to, market and currency exchange risks, credit risk, issuer and counterparty risk, liquidity risk, and possible loss of the principal
invested. In connection with the Financial Advisors, investors are recommended to consult their financial, legal, tax and other
advisers as such investors deem necessary to determine whether the Financial Assets are suitable based on such investors
particular circumstances and financial situation. Santander, their respective directors, officers, attorneys, employees or agents
assume no liability of any type for any loss or damage relating to or arising out of the use or reliance of all or any part of this
report.

Past performance does not predict future returns. The returns may increase or decrease as a result of currency fluctuations
relative to the respective investors' domestic currency. Any reference to taxation should be understood as depending on the
personal circumstances of each investor and which may change in the future. Costs incurred for purchasing, holding or selling
Financial Assets may reduce returns and are not reflected in this report.

This report may not be reproduced in whole or in part, or further distributed, published or referred to in any manner
whatsoever to any person, nor may the information or opinions contained therein be referred to without, in each case, the
prior written consent of SAM.

Any third-party material (including logos, and trademarks), whether literary (articles/ studies/ reports, etc. or excerpts
thereof) or artistic (photos/graphs/drawings, etc.), included in this report is registered in the name of its respective owner and
only reproduced in accordance with honest industry and commercial practices.
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