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Three months ago, in our first quarter letter we said that the
second quarter would be a very special time, when for the first time
both of our investment platforms, each one with a different
investment value proposition, would be up and running. The good
news is that both platforms had a good second quarter.

Our Brazil based low vol fund, FCL Hedge, had a performance of
+1.85% net of fees and expenses, equivalent to 73% of the CDI
appreciation in the quarter. In fact we maintained an
overperformance throughout the quarter, but in the month of June
the political turmoil brought losses in our equities book and as well
as in our long term fixed income positions that were marked to
market. That being said, we do think the fund proved its resiliency,
delivering not only a positive performance but also one close to the
CDlI in a very volatile quarter.

Over the long term, we are confident that FCL Hedge will not only
significantly outperform the Brazilian CDI but do so with very little
volatility.

FCL Opportunities had a remarkable performance of +8.10% in
Brazilian Real and +2.48% in US Dollars this quarter. The dollar
performance was impacted by the appreciation of the US currency
against most peers this year so far but even so we judge FCL
Opportunities had a very auspicious start to its life.
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Chart 1:

FCL Hedge Second Quarter of 2017 1.85%
CDI Second Quarter 2.54%
% of CDI 73%

Chart 2:

FCL Opportunities BRL - Second Quarter 2017 RS
FCL Opportunities USD -Second Quarter 2017 2.48%
US CPI (past 12 months): 1.76%
Ibovespa BRL - Second Quarter 2017 -3.21%
Ibovespa USD - Second Quarter 2017 -8.40%

Chart 3: FCL Hedge Portfolio 31/03/2017

Top Positions % Fund's total Net Asst Value Country
Operagies Compromissadas 33.31% Brazil
Brasken 9.94% Brazil
LFT 2022 8.61% Brazil
LFT 2023 8.61% Brazil
NTHE 50 8.41% Brazil
Fibria 8.08% Brazil
Minerva 5.38% Brazil
Comgas 4.63% Brazil
ETFS Cocoa 3.14% UK
Gannett 2.64% USA
WG PLC 2.52% UK
BOVA 11 ETF 1.87% Brazil
Ebay 1.06% USA
Dufry 0.96% Switzerland
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Chart 4: FCL Hedge Portfolio 30/06/2017

Top Positions % Valor Patrimonial Liquido Total do Fundo  |Pais
Operagoes Compromissadas 40.19% Brasil
LFT 2022 8.13% Brasil
LFT 2023 8.13% Brasil
Brasken 7.96% Brasil
NTME 50 7.35% Brasil
MNTMNB 22 4.83% Brasil
NTME 24 41.559% Brasil
Comgas 4.22% Brasil
Taesa 4.02% Brasil
ETFS Cocoa 2.72% Reino Unido
Gannett 2.63% EUA

WG PLC 2.54% Reino Unido
Cash US Dollar 1.99% Brasil
Ebay 1.05% EUA
Long in Platinum 0.03% Brasil
Short in Palladium -0.01% Brasil
Chart 5: Portfolio FCL Opportunities 31/03/2017

Top Positions % Fund's total Net Asst Value Country

Gannett 11.76% USA

IWG PLC 11.01% UK

Dufry 10.04% Switzerland
Brasken 8.94% Brazil

Match Group 9.31% Usa

Pandora 8.28% Denmark
Minerva 7.89% Brazil

Fibria 7.86% Brazil

Fixed Income 5.80% Brazil

Fogo de Chao 1.43% UsA

Anta Sports < 1% China/Hong Kong
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Chart 6: Portfolio FCL Opportunities 30/06/2017

Top Positions % Fund's total Net Asst Value |Country
Gannett 12.11% USA

WG PLC 11.49% UK/switzerland
Dufry 10.67% Switzerland
Brasken 10.48% Brazil

Match Group 9.81% UsA

Pandora B8.90% Denmark
Fibria 8.73% Brazil

Anta Sports 7.89% China/Hong Kong
Fogo de Chao 6.94% UsA

FCLHedge 2.90% Brazil

Minerva 2.85% Brazil

Fixed Income 2.76% Brazil

Cash US Dollar 1.82% USA

Ebay 1.52% UsA

Fibria 1.32% UsSA

Our top positions in FCL Hedge were related to our belief that over
the long term Brazil’s interest rate trajectory will gradually become
more similar to other countries and the country’s real interest rates
will come down and converge to the ones experienced in other
emerging markets. Brazilian Central Bank’s decision to finally start
lowering the country’s target inflation was a good step in that
direction.

The fund also has some opportunistic tactical positions, including
one Platinum/Palladium long short position due to our belief that
the current prices near parity for the two metals are not
sustainable.
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Our top positions in FCL Opportunities were mostly discussed in
our previous letters, including Anta (theme of our May 2017 letter)
and Gannett (discussed in our February 2017 letter). Opportunities
maintains a very unique investment proposal and we think it is a
very interesting vehicle for Brazilian investors desiring to allocate
their resources way from the country’s turmoil and hedge against
the risks in the Brazilian markets with a vehicle of very little
correlation with the Brazilian economy and political situation. While
at the same time, Opportunities is also an interesting vehicle for
international investors willing to gain access to an emerging market
centric, BRIC focused perspective of value investing. We think the
fund’s results this past quarter show we are on the right path.

Finally an exciting new development: FCL proudly launched its
brand new website, where our investors can read about the
company’s history, see details about its two investment platforms
(FCL Hedge and FCL Opportunities), read our presentations and,
most importantly, read all our Monthly Letters dating back to 2012,
which we still think are the best way to gain insights about our
perspective when it comes to investing.

We wouldn’t have reached this point if it were not for your support.
Once again we thank each one of you and wish you all a great
second half of 2017.

FCL Team
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/ Sobre a FCL Capital \

A FCL Capital é uma gestora de recursos sediada no Rio de Janeiro, cujo
objetivo é maximizar o retorno de seus investidores. A FCL tem como nicho
principal, mas nao exclusivo, investimentos em empresas abertas, listadas em
bolsa de valores (posicbes compradas e vendidas nos mercados acionarios).

Para saber mais sobre nosso trabalho, entre em contato conosco ou acesse
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Relacionamento com Investidores

Auditoria Custodia
fcl@fclcapital.com
info@fclcapital.com I BDO BM&FBOVESPA =
Avenida das Américas, 500 - Bloco 3 e — ANovaolsa ==
Sala 125
Rio de Janeiro / RJ - Brasil Regulamentacio Administracao

Melhores Praticas para os Fundos

ANBIMA e Investimento
WWW. fCl.Cap|ta|. com e —— CORRETDRS DE VALDEES E CAMBIO

CEP: 22640-100 | ‘ w
. ] N e i
Telefone: (55) (21) 3268-7918 -’
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Adverténcia juridica: Esta carta é publicada somente com o propdsito de divulgacéo de informagdes almejando dar transparéncia
aos nossos investidores e ndo deve ser entendida como uma oferta de venda do clube de investimentos FCL Capital ou de
qualquer valor mobiliario nela citada. As opinides e estimativas citadas nesta carta sao consideragfes feitas até o0 momento da
publicacdo e podem mudar sem nenhum anuncio ou aviso prévio. Performance passada ndo € garantia de performance futura.
Fundos de investimentos ndo possuem garantia de seu administrador, do gestor, ou qualquer mecanismo de seguro de fundos. As
performances exibidas sdo sempre liquidas de taxas de administracdo e performance, mas ndo do imposto de renda devido pelos

cotistas. Para maiores informacdes favor acessar o Portal Educacdo Financeira da ANBIMA "Como Investir"
(www.comoinvestir.com.br)
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