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BACKGROUND B raZi I
Real Estate Purchase and
Brazil Maintenance Costs

1. Purchase Costs.

ITBI - Imposto sobre Transmissdo de
Bens Imaveis (Turnover Tax) 2%-4% of
property value

If Navy Land: 'Laudémio’ Tax (owed to
the Federal Union) 5% of property value
Notary Fees (Deed, Document
Authentication, etc.) 1%-2.5% of
property value

Real Estate Registrar Fees (registration
at 'Matricula') 1%-2.5% of property
value

Currency: Real Attorney Fees 0.5% to 2% of property
value

Dynamic and exuberant Brazil, the world’s 5th-largest 2. Sale Costs.

country, is a land of contrasts—stately colonial towns sit Capital Gain Tax 15% of capital gain
Attorney Fees 0.5% to 2% of property
value

Capital City: Brasilia

Official Language: Portuguese
Population: 201,103,330

Area: 3,287,597 sq miles/8,514,877 sq km

Independence: from Portugal, 7 September 1822

beside gleaming master-planned cities... the

industriousness that makes Brazil self-sufficient gives way
to the fervent partying of Carnaval...and almost 5,000 miles of world-class beaches set off the lush
Amazon basin.

One of the best things about Brazil, however, is the people. A melting pot of backgrounds, cultures,
and religions, Brazilians welcome strangers gladly. They’re some of the warmest, friendliest,
passionate people you’ll meet on your travels.

Rio de Janeiro, home to Copacabana and Ipanema beaches, is surprisingly lush and green, with
mountains sloping down to white-sand beaches. The world’s largest urban forest, Tijuca Park, runs

along the mountain spines. Rio lives up to its beach reputation—every Sunday afternoon, streams of

locals head home through the streets, in swimwear and flip-flops.

Salvador da Bahia is Brazil’'s Capital of Happiness. A center for Afro-Brazilian culture, Salvador has
colonial architecture and a unique atmosphere. Restaurants serve the spicy, seafood-based cooking
for which Salvador is famous. Museums, galleries, and plazas host cultural events, live music, and
fairs.

The northeast state of Ceara is the number-one Brazilian tourist destination. | can’t put it any better
than F r 0 mm®%verytlsing in the northeast is different. The food richer, the cities more historic,
the beaches longer and whiter, and the music more vibrant...”

Climate

Brazil’s climate is mostly tropical meaning warm, balmy weather year-round, with temperatures
averaging 77 °F, and ocean breezes in coastal areas. The topography varies from equatorial
rainforests in the Amazon and northern regions; semiarid deserts in the northeast; coniferous
forests in the south; and tropical savannah in the center of the country. Rainfall is lowest in the



http://en.wikipedia.org/wiki/Bras%C3%ADlia

semiarid northeast, receiving less than 31 inches of rain annually. In the far south, the temperate
conditions give cool winters, frost, and the occasional snowfall.

Economy

Brazil’s economy was traditionally reliant on wood, followed by sugar, gold, coffee, and rubber.
Following a boom from 1968 to 1973, during which GDP averaged 11% a year, a period of high
inflation and increased foreign debt ensued. In 1994, the government brought in the Plano Real, a
set of measures taken to stabilize the economy and liberalize trade. Part of the Plano Real was a new
currency, the real, initially pegged to the U.S. dollar. Inflation fell from 1,000% in 1994 to 5% in 1997.

Brazil now ranks as one of the world’s top economies; its GDP surpasses a trillion dollars. The
country produces a diverse range of products—cars, cement, electronics, steel, petrochemicals, and
aircraft. It even has a satellite-launching center. Energy-independent since 2006, Brazil is a pioneer in
the production of ethanol—used as car fuel—and deep-water oil research. Eighty percent of the
nation’s fuel is hydroelectric. Brazil also has extensive resources of minerals, such as gold, nickel, and
uranium.

The country’s agricultural sector operates on a grand scale. Brazil is responsible for eighty percent of
the world’s orange juice, and twenty-five percent of the worlds exported sugar. It has the world’s
highest sales figures per country for chicken and beef, and is the world leader in soybean exports.

Brazil has low exposure to the world’s consumer credit crisis. Bank lending policies for both home
and personal loans have been conservative so Brazil’s home mortgage debt amounts to just 1.7% of
its GDP. Compare that to the UK’s 83%, and the U.S.’s 76%.

This lack of credit exposure, combined with energy self-sufficiency, and strong industrial and
agricultural sectors, means that Brazil should weather the world economic difficulties better than
most. GDP growth returned to a positive level in the last quarter of 2009. Growth of 5% is expected
in 2010 by the Central Bank.
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Real Estate Overview

The Best Opportunity in this Real Estate Hotspot

The real estate hotspot is Brazil’s north-east coast, fuelled by the domestic market, and foreign
investment. Direct flight access from the U.S. is opening up. Brazil—and Fortaleza, the capital of the
north-east state of Ceara in particular—is getting serious about marketing to foreign tourists.

Fortaleza is already the #1 domestic tourist destination in Brazil. And Fortaleza is getting a major
upgrade in its infrastructure. $6 billion is being spent on improving roads, bridges,

tourism amenities, ports an d airports. This state capital (Fortaleza is the capital of

Ceara) is working hard to ensure its infrastructure improvements keep pace with its

booming economy. More Brazilians are drawn here than anywhere else in their vast,

beautiful country. They come h ere for the wide, white  -sand beaches, blue waters and
year round warm, sunny comfortable weather. Brazil is set to grow by close on 8% this

year. Growth in the Fortaleza region continues to outperform the country as a whole.

For example, passenger traffic at Fortalezabs international- airpojt
on-year to the end of August 2010, and cargo traffic rose by 40% in the same period.

This increase is on a record previous period. This tells us how quickly economic activity is

increasing here.

Jobgrowt h, car purchases, beach vacations, propertyfl pt
upward trend. This trend is playing out all across Brazil. The biggest real estate

opportunities for us ar e orren®redonFottabezga. nort heast coafst,



Iconsider t he area around Fortalezads new convent.

opportunity. Blocks away from the central park, the convention center is located on Ave.
Washington Soares. This is the axis of growth of Fortaleza, towards the rich suburbs of
Eusebioand Aquiraz (home to Beach Park, with
The exterior of the convention center is practically complete. It will be the second
biggest in Brazil. With two million square feet of space, it can hold up to six events at
the same time.

A new metro system will provide modern and reliable public transport here. The first two

routes (south and west) are already operational. In October, the contract was awarded

Sout h

for the east line. This will be the only fully underground line. It will ru n under leafy

residential and commercial areas (such as Aldeota) as far as the new convention center.

Next door, UNIFOR (University of Fortaleza) is the largest private university in northeast
Brazil with 25,000 students. Across the street is another priv ate university and
Fortalezabs main courthouse. 140 judges
Fortalezabs | egal hub. Nearby buildings
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public defenderds buil ding and t heoffiCebuildingncose o f

by house legal professionals.

Nearby is Iguatemi, the largest mall in Fortaleza, with over 300 stores. Hundreds of
businesses are located in this area.

This is a nice area to live and work. The central park is spread over 2,854 acres. This

huge urban green space is perfect for jogging, rollerblading or just relaxing in the green
shade of one of the large mango trees. This is a great amenity for the people of

Fortaleza. Straddling both sides of a river and dividing the city in two , itis one of the

largest urban parks in South America. It has sports courts where friends, young and old,
gather to play basketball, and volleyball.

There is a jogging track, amphitheater and nature trails, where you can see colorful birds
and butterflie s, and small monkeys as they hop from tree to tree. Early in the morning
and again in the evening you can enjoy free yoga, Tai Chi Chuan and aerobics classes in
the park.

Directly opposite the convention center,

Thistsé |

two -tower project where you can get in on the deal with only 12,120 reais ($ 7197 with

an exchange rate of 1.684 reals to the USD ) down and monthly payments of 2302.80

reais ($13 67), with adjustments for inflation. Vitale is composed of 133 units. Every unit
is 70 square meters (753 square feet) with two bedrooms. Amenities include a pool,
party lounge, gourmet room to cook and entertain, gym, recreation area and even a
kidds room.

The devel oper (Magna Group) is strong. I
and largest business holdings. The have been in business for over 40 years. Their main

n

fact
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companies are Magna Locac¢des, Magna Praia Hotel, Mareiro Hotel and Magna
Construgée s.

Magna Locacdes is the largest heavy equipment -leasing firm in the state of Ceara. They
have been in business for more than 30 years. They also have hotel interests on
Fortal ezabs boardwal k.

Magna Construcdes is their construction arm. The have delivered several buildings in
Fortaleza like Ed. Saveiros, Magna Aboli¢cdo, Magna Aquidaba, Magna Rui Barbosa and
Las Palmas.

Pricing in Vitale starts at 3,463 reais ($20 56) per square meter. Across the park in
Aldeota, you could pay 6,000 reais per square meter. A long the boardwalk, you could
pay up to 10,000 reais per square meter. This area (around the convention center) is
seriously on the up. As prices rise across the rest of Fortaleza, | expect they will rise

here.

Demand in this area is set to set to soar bet ween now and when your unit will be
delivered in March 2014. The new metro line will have arrived by then and a new office
tower nearby will also be well advanced. Across the park, Aldeota has been the most
desirable commercial/residential area to date. To day, Aldeota is pretty much fully built
out. There is a shortage of plots suitable for development.

The area around the convention center is the next
opportunity here. My broker contact on the ground in Fortaleza, Dani el Neves, is
standing by to send you an information pack

Making Money from Your Retirement Getaway in Brazil

Your retirement or vacation home could make you money here

The new middle class in Brazil is growingéand
booming. And Brazil s northeast is growing at



http://www.pathfinderinternational.net/ContactUs/fortaleza/
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Drawn by hundreds of mi |l es of beaches, ités to the nerthedst
and -coming class comes to vacation and retire. This is good news for the rentals
business here. Moreover, this is a great beach base f

Now, imagine your  ideal retirement getaway.

Maybe you see the surf of a turquoise sea gently lapping a beautiful sandy beach.

You may simply want to escape the cold winters bac h
market for a new full  -time home. Maybe you imagine a life where you travel for six
months and spend the other six at your overseas retreat.

Whatever you dream of, that life really can be yours of or much |l ess than youdgd
In fact, your retirement escape could actually make you money.

Jodo Pessoa is a place where  you can embrace this lifestyle without hurting your bank
balance.

Jodo Pessoa is the capital of the state of Paraiba. Surrounded by miles of beautiful

beaches, this is where many Brazilians from southern cities come to retire, vacation and

buy second homes . Itds one of the safest capital ci ti iff n
lifestyle, centered on the beach and boardwalk. The city is popular as a retirement

destination for senior civil servants.

The city has 1,730 acres of forest, providing a green backd rop to almost 25 miles of

beach. Jo«o Pessoa has some of the nicest i h €
beachfront properties are stild]l affordabl e t hfer €
for your condo, when youdre not there.

Whilepopula r wi th tourists, Jo«o Pessoa doesn6t have ch
hotels. Thefour -st ar Verde Green is the cityb6s newest andJ|lni
|l ot of competitionéthe-athrhee-rstlaot elamdarfée i rwa. O

Yet according to my  sources on the ground, estimated occupancy rates average 86%

year -round. Rack rates in the Verde Green are in the range of $113 to $226 a night.

Quality short -term rentals are difficult to find and command $468 per week for a small
one- or two -bed unit.

The best place to buy for rental is the prime residential area of Cabo Branco.

Devel opment is | imited here by the cityds 1, € S
and the boardwalk to the front. Cabo Branco sits between the ocean and the forest on a

thi n triangle of land.



Youodl | find uncrowded stretches of beach, and the it
ki osks here. ltds a favorite with holi dhojnpemaker s, yjour

owners.

Riacho Verde is a small project of 55 units located a bl ock from the beach in Cabo
Branco. Unit sizes here range from 592 square feet to 1,431 square feet. Prices start at
$146,207. The rental demand for this type of condo is strong. The building will be
constructed as a condo building but with hotel -type ameni ties.

Projects like this sell fast. They are in hot demand. For short -term rentals, the average
daily rate could be $73. Based on a 70% occupancy rate, that means $18,650 annually.

Property management fees run around 25% 8 leaving almost $14,000. Enjoy a co uple of
months here yourself in the low season and you can still enjoy a healthy yield.

Contact our local broker, John Curtis here, for more details on Riacho Verde.
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Neither Pathfinder nor its employees and agents are licensed to give personalized advice about securities
investments. Nothing in this email or in communications from our employees to you should be construed as
personalized to your investment situation.

Pathfinder is in the business of recommending a wide range of real estate and relocation services from
developers and lawyers to real estate agents and tax specialists, to name but a few. Pathfinder requires
developers to meet basic criteria before bringing them to you. However, any vetting we do on projects or
professionals should not be construed as a guarantee by Pathfinder. Pathfinder is not responsible for the
management and delivery of real estate agent or developer-sponsored real estate tours and chill weekends.
We bring these to you for informational purposes on behalf of our developer and real estate agent partners.

As with any other overseas trip, we advise that you purchase travel insurance. We always recommend strongly

that buyers perform their own complete due diligence, use a qualified legal professional to help with real
estate transactions and purchase title insurance. Should a reader decide to purchase a property from one of

the developers/real estate agents we cover, we will receive a fee from the developer or real estate agent.
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