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Loans to individuals improving

The Central Bank published data on credit relating to September showing ~ Catarina Pedrosa
increases of 1.5% MoM and 16.9% YoY, a flat in relation to the August (55 11) 3074 8060
growth rate. Once again public banks showed the stronger growth rate cpedrosa@banifib.com.br
increasing portfolio by 1.9%% MoM, while private banks’ loan portfolio Lilian Alves

increased by 1.5% MoM (an improvement to the 1.3% growth last (55 11) 3074 8003
month) and foreign banks showed a mere of 0.6% MoM expansion (also lalves@banifib.com.br
improving over Augusts’ 0.3% growth). Delinquency ratios, continued flat
MoM at 4.4% of total loan portfolio with provisions down by 10 bps to
7.2% of total portfolio, from the adjusted 7.3% in the previous month. In
September, delinquency ratios coming from individuals continued
decreasing to 8.2% from 8.4% in August while the ones coming from

corporate moved up to 4.0% from 3.9%. Private Banks decreased Target  Closing Potential
provisions, to 8.5% from 8.6% in August, while public banks decreased Price Price Return

Local Market Ticker Rating YE10 (10/27) (%)
provisions from 6.1% to 5.9%. The trend continues positive with
individual delinquency ratios improving, but still causes some concern as
delinquency ratios at corporate continued showing a small rise. The
problem is that it is still unclear if corporate can renegotiate debts or if
delinquencies will lead to shut downs and consequent layoffs, which ~ Bradesco BBD  Neutral 19.00 20.72 -8.3
would once again result in an increase in default levels coming from loans
given to individuals.
Breakdown Itad-Unibanco ITUB Buy 22.50 20.50 9.8

Banco do Brasil BBAS3 Sell 24.00 29.10 -17.5

Bradesco BBDC4 Neutral 36.00 35.59 1.1

Itat-Unibanco ITUB4 Buy 42.50 35.36 20.2

Source: Banif Securities Research estimates and closing prices from Bloomberg.
Loans to individuals increased 1.4% MoM and 17.1% YoY. Corporate

loans showed a 1.2% increase MoM, with loans using domestic resources
increasing by 2.8% MoM and those with external resources reducing by
8.0% MoM.

Amongst earmarked loans, the largest increase this month was in farming
loans to coops (+11.1% MoM) followed by BNDES pass through (+3.8%
MoM) and with BNDES direct loans dropping by 0.6%.

Loans for vehicle purchases increased 1.9% MoM, improvement to
Augusts’ 1.3% growth. Leasing increased by 0.5% MoM in August, while
direct financing was up 1.3% MoM.

Total credit increased its participation in GDP to 45.7% in September,
from 45.2% in July, with GDP up by 0.65% MoM.

According to Central Bank data, the average spread charged by banks in
September continued moving down, to 26.0% from 26.3% in August and
is now lower than one year ago when it reached 26.4%. Loans to
individuals had the largest decrease in spreads, down to 33.4% in August
from 34.3% in August, while spreads on corporate loans were down
another 10 bps to 17.7%, from 17.8% in August.

Default

Default levels were flat at end of September at 4.4%, still much higher
than the 2.8% of the previous year. Public banks saw a decrease in
default levels to 2.6% of loan portfolio reducing provisions flat to 5.9%.
Private Banks decreased provisions for the first time in the last 12 months
to 8.5% from 8.6% in August, even though default levels increased to
5.7%.

D-H classified loans decreased to 9.4% of total from 9.6% in August.
Conclusion

We believe that the larger banks are the bigger winners this month. This
is because we saw most of the growth in vehicle financing and
mortgages. Although some small banks operate in the vehicle segment,
they do not operate in the mortgage market. However, in addition to not
expect continued growth in vehicle financing, we believe that the share
price of most banks capture the growths of September. Thus, our top
pick remains Itau-Unibanco that will still show synergy gains.
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Analyst Disclaimer and Important Report Disclosures:

The analysts mentioned in this report hereby certify that: 1) all of the views accurately reflect his or her personal views about any or all of the
subject securities or issuers; 2) no part of any of the analysts compensation is or will be directly or indirectly related to the specific
recommendations or views expressed by the analyst(s) in this research; and 3) they do not hold securities issued by the company (ies)
mentioned in this report that exceed 5% of their assets.

Investment ratings are a function of Banif Banco de Investimento and Ixe Casa de Bolsa’s expectations of a relative return to the expected
performance of the main index of the country of origin. Ratings are: Buy for stocks viewed as having an upside 500 bps higher than the
expected performance of the index; a Neutral for stocks expected to have an upside between -500 bps and +500 bps to the expected
performance of the index and; Sell for those stocks expected to have a performance 500 bps below the expected performance of the index. It is
important to note that a recommendation may differ from the rating system when the analyst believes that the stock may reach the
appreciation / depreciation in the very short term.

Rating Coverage Banking Relationship Last 12 Months
BUY 51.0% 2.0%

NEUTRAL 21.0% 0%

SELL 28.0% 0%

Banif Banco de Investimento and Ixe Casa de Bolsa are not currently having any investment banking or other business connections with the
company (ies) mentioned in this report, however, investors should bear in mind that it is seeking or will seek to do so at any time and may
receive compensation for services provided or have commercial relations with the company(ies) analyzed in this report, or with individuals, legal
entities, funds, trusts or estates that act representing the same interest as the company(ies).

Banif Banco de Investimento and IXE Casa de Bolsa, and/or its officers, directors, or shareholders, may from time to time have long or short
positions in the financial instruments of the company mentioned in this document, or may serve in an advisory capacity with respect to such
instruments.

This document is for information purposes only and was made by Banif Banco de Investimento and Ixe Casa de Bolsa. Under no circumstances
should this document be used or considered as an offer to sell or a solicitation to buy the securities or other instruments mentioned in it. The
information in this document has been obtained from sources believed reliable, but both Banif Banco de Investimento and Ixe Casa de Bolsa
makes no representations concerning the truth or accuracy of the content or substance of this report, or of the future market value of any
securities, notes, or private claims mentioned within. Opinions expressed herein constitute the current judgment of the author as of the date
published and are subject to change without notice, and Banif Banco de Investimento and Ixe Casa de Bolsa makes no representations that
they will endeavor to update their analysis upon any change of circumstances.

The products mentioned in this document is not directed to, or intended for distribution to or use by any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation or which would subject either Banif Banco de Investimento or Ixe Casa de Bolsa, or its subsidiaries or affiliates to
any registration or licensing requirement with such jurisdiction.

Additional Information for US Readers: Banif Banco de Investimento and IXE Securities Inc., are registered broker-dealers. The research was
prepared Non-US research analysts that are not registered or qualified as research analysts with the NYSE and or FINRA, but sarify the
registration and qualification requirements or other research-related standards of a non-US jurisdiction. Any US Person receiving this report and
wishing to effect any transaction in any security discussed in this report should do so with Banif-Ixe Securities, at 140 East 45th Street, 2™
floor, New York, NY.

Additional Information for European Readers: Banif Securities, a subsidiary of Banif Banco de Investimentos S.A and Ixe Casa de Bolsa, an
affiliate of Ixe Securities Inc., granted authorization to Banif Banco de Investimentos S.A., to distribute this report through its London Branch to
investors who are market counterparties and intermediate customers, pursuant to FSA rules and regulations. If you do not, or cease to, fall
within the definition of market counterparty or intermediate customer, you should not rely upon the information contained herein and should
notify Banif Banco de Investimentos S.A., London Branch immediately. The information contained herein does not apply and should not be
relied upon by, private customers.
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