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Brazil’s new-found economic buoyancy has boosted business and, in turn, the business of the country’s accounting firms.
The inflation rate has dropped to around 4 percent, the government’s budget surplus beat its first-half target this

year, commodity prices are booming and there’s a healthy current account surplus that has helped the country
accumulate about $160 billion in reserves.

Mauro Terepins, managing partner of Terco Grant Thornton, explains: “"The government’s maintenance of an austere
monetary policy, focusing on the control of inflation while reducing the basic interest rate — carefully administrated by
the Brazilian central bank - stimulated consumption by facilitating access to credit with relatively low rates for the
population, when compared to prior periods, and also stimulated the investments made by companies.”

According to Deloitte Brazil managing partner Alcides Hellmeister: “This scenario led to new dynamics in the Brazilian
economy, increasing competition, investments and innovations. The new long-term view and a decline in interest rates not
only attracted foreign companies to invest in the country, but also stimulated Brazilian companies to go public.”

Strong economy

With its large and well-developed agricultural, mining, manufacturing and service sectors, Brazil’s economy is not only
larger than that of all the other South American countries, but it is also expanding its presence in world markets.

The three current pillars of President Luiz Inécio Lula da Silva’s economic programme (Lula was re-elected last October after
a fierce two-round battle with Geraldo Alckmin) are a floating exchange rate, an inflation-targeting regime and tight fiscal
policy -- all reinforced by a series of International Monetary Fund programmes.

Those efforts have attracted growing foreign investment, helped strengthen Brazil’s currency, the real, against the US dollar
and dramatically pushed down country risk.

Henrique Luz, international liaison partner for PricewaterhouseCoopers Brazil, says: “Brazil has yet to show the
significant growth rates produced by the other so-called BRICs [the name given to the combination of Brazil, Russia, India
and China].”

Praxity affiliate RCS Auditores Independentes’ (RCS) managing partner Raul Corréa notes the drop in the US exchange rate
“led to over-valuation of our local currency, which had a negative impact on exporting manufacturers of industrial and
consumer goods”.

But, he adds, “increases in the prices of commodities more than balanced the currency exchange effects for agricultural
goods, and mining and steel companies”.

More companies go public

The easier access to credit “impelled the Brazilian real estate market towards growth rates not noticed in a long
time, stimulating the companies in that sector to obtain funds for new ventures by going public in the Sado Paulo Stock
Exchange (BOVESPA)”, says Terepins.

Luz agrees, observing that “*more and more Brazilian companies are going public”. Over the past two years, the number

of domestically listed companies grew almost 25 percent. At the same time, he says, giant Brazilian companies have

been setting themselves up abroad and becoming large multinationals in sectors such as steel, mining, aircraft construction
and manufacturing.

Hellmeister specifies that there were 26 initial public offerings in 2006, compared with nine in 2005, the BOVESPA index grew
by some 33 percent and “a new flow of capital boosted the number of M&A deals both domestically and internationally”.

The overall number of 2006 transactions was about 500, with domestic deals increasing by more than 60 percent.
Fortunately, he says, Deloitte managed to get 48 percent of that M&A business in the 2006 calendar year.

According to Sergio Citeroni, global accounts leader-partner of Ernst & Young Brazil: “The current business environment
requires organisations to be more transparent in the way they handle their financial statements for the market and
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the United States, for instance, the number of corporate universities is likely to surpass that of regular institutions in the
near future,” he says.

Heightened competition

Virtually all the firms agree that competition among them has been fiercer than ever, especially among the Big Four and
the second-tier firms. RCS’s Corréa says because his firm’s focus continues to be on SMEs, he more often goes head-to-
head with second-tier firms such as BDO Trevisan Auditores Independentes.

“We focus on personalised instead of standardised service solutions,” he explains. “"Small- and middle-sized companies
obviously cannot afford to employ tax specialists for every area of their business. Therefore, they hire the services of

tax consulting and audit companies, but they need partners who know their business. Through personalised services, we aim
to be the coach of our clients when it comes to questions of taxation and accounting matters.”

Lucchesi says the same: “We believe that the personalised services we provide for our clients distinguish our organisation
from the others.” He notes that the firm’s most recent marketing efforts focus on showing prospective clients Moore
Stephens breadth of country coverage, emphasising that the firm is “very close to the marketplace and understands its needs”.

Luz says PwC's long history in Brazil gives it an edge over the competition. “In Brazil, PricewaterhouseCoopers is widely
known as a ‘synonym’ for audit services. And it has been like this for the past 92 years. Surveys tell us that our brand
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is recognised differently. This is a result of a sound team effort for creation of trust, for the delivery of an experience of
a distinctive nature to our clients, a ‘PwC experience’,” he says.

Hellmeister points out that competition comes from other quarters as well. “In the audit market, Deloitte has historically
faced the competition of the other Big Four firms in Brazil. In the consulting areas, however, the competition is much
more diversified, with big world companies and mid-tier national competitors,” he says.

He says his firm has been working on enhancing the Deloitte brand through advertising campaigns and “the strengthening
of both conventional and modern key corporate communication tools”.

Boucinhas & Campos has taken to the business press, spreading the firm’s message by way of advertisements and
technical articles in Brazilian newspapers and business magazines. The firm has also launched campaigns on a variety
of business websites.

Good times ahead

Most of the firm leaders believe the year ahead will be just as successful as the past one. Terepins expects 2007 growth of
45 percent by exploiting “great opportunities continuing with clients wanting to expand their operations through the
capital markets, attracting more clients from the middle market and offering specialised products for large companies in
the accounting, tax, labour and corporate finance areas”.

Boucinhas is aiming to increase market share for audit services for US public companies operating in Brazil.

Corréa concludes: “The worldwide, as well as the Brazilian, audit markets show strong growth rates. We expect a
business increase by 40 percent for the current year. Our biggest challenges are appropriate staff training, maintaining
our philosophy and our quality.”

For Deloitte, says Hellmeister: “The continuing development of capital market, M&A activities and the efforts to comply
with IFRS for financial institutions and public companies should be key factors in generating great business opportunities
in 2007 and beyond.”

But the biggest challenge for everyone, according to PwC’s Luz, is the question of when Brazil’s economy will grow to

match those of the other BRIC countries.
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Leading accounting firms and associations 2007: Who's who

Head of region/
Firm Telephone, Fax, E-mail, Website international contact
Alliot Group Tel: +44 (0)870 870 2651; Fax: +44 (0)870 B70 2652; E-mail: davida@alliottgroup. net: David Almond

Website: www.alliottgroup.net;

Bakar Tilly Brasil

Tel: 455 11 56506 3800: Fax: +55 11 5506 8139; E-mail: asvaldo.nietof@bakertllybrasil.com br:
Website: waw.bakerfillyinternational.com

Devalde Mista

BDO Trevisan Auditores Independentes

Tel: 455 11 3138 5348; Fax: +55 11 3138 S058; E-mail: esmir@bdotrevisan.com.br:
Webisite: www. bdotrevisan.com.br

Esmir de Dliveira

EKR = Lopes, Machado Auditores

Tel: + 52 55 5243 1793; Fax: +52 55 5674 5881 ; E-mail: mrangel@bkrrangel.com;
Website: www.bkr-lopesmachado.com.br

Manuel Rangel

Boucinhas & Campos + Soteconti Auditores
Independentes/R5M International

Tel: #55 11 5509 8124; Fawz +55 11 5509 £116; E-mail; Jose.Femando.Boucinhas@rsmi,com;
Webisite: www.rsmi.com

Jose Fernando Boucinhas

HLE Audilink Cia Auditores

Tel: +55 11 3819 2207; Fax: +55 11 3819 2207; E-mail: roberto@audilink.com, br:
Website: www.audilink.com.br

Roberto Bianchessi

Horwath International

JHI International

Tel: +54 11 4394 B091; Fax: +54 11 43594 0123; E-mail: epestarina@horwath.com;
Website: www. horwath.com

Tal: +416 404 1440; Fax: +416 495 B723; E-mail: internationaled@jhi, com; Website: www.jhi.com

Eduardo Pestaring

Ruth Abrahamsaon

Kreston International

Tel: #44 (0)1245 S43848; Fax: #44 (0)1245 443858; E-mail: jon@krestan.com;
Website: www. kreston.com

Jon Lisky

Moare Stephens

Tel: + 55 (011} 5561 2230; Fax: +55 (011) 5531 6007; E-mail: mscorp@msbrasil.com,br;
Website: www. moorestephens.com

Sergio Lucchesi Filho

Morisan International

M3 Legal & Accounting Network

Tel: #55 11 5080 7500; Fax: +55 11 5539 6899; E-mail: joao.garcia@mlegate.com;
Website: www.mlegate.com

Tel: «&4 (0)20 7583 7000; Fax; «4& (0)20 7583 7577; E-mail: jmendelssohn@msi-netwark.com;
Website: waw. mai-network.com
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Website: wew. mai-network.com
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Polaris International Tel:+55 51 3210 BOOD ; Fax: +55 51 3228 6360; E-mail; moreira@auditoria.sre.br; [iego Moreira
Website: www.palarisinternational.org
Pryor Consulting Services/DFK Tel: 455 11 3886 8060; Fax: +55 11 1889 0569; E-mail: locateli@pryor.com.br; Jobeling Vitoriano Locateli
International Website: www. pryor.co.br
RLS Auditanes Independentet/ Praxity Tel: 455 11 3045-5885; Fax: 455 11 3045-7363; Email: raul@recauditores.com.br; Raul Corréa da Silva
Website: www.rcsbrasil.com
SC Intermational Tel: +44 {0)20 7841 4181; Fax: +44 (0)20 7841 4182 E-mail: scisec@scinter.com; Donal Watkin
Website: scinter.com
Terco Grant Thornton Tel: 55 11 3054 0010; Fax: nfa; E-mail: maurod@tercogt.com.br; Wabsite: www.bercogt.com.br Mauro Terepins
Walter Hever Auditores/PEF International Tal: +44 (0)20 7065 0105; Fax: +44 (0)20 7065 0650; E-mail: eric.tait@pkf.com; Eric Tait

Website: www.walterhever.com
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