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Research Update:

Various Rating Actions Taken On Brazilian
Financial Entities After Sovereign's Downgrade,
BICRA Remains At Group '6'

Overview

e On Jan. 11, 2018, we |l owered our global long-termforeign and | oca
currency credit ratings on the Federative Republic of Brazil to 'BB-'
from'BB because Brazil has nade sl ower-than-expected progress in
putting in place meaningful legislation to correct structural fisca
sli ppage and rising debt levels on a tinely basis. The gl obal scale
rating is now stable. At the sane tine, we revised our national scale
rati ng outl ook on the sovereign to stable from negative and affirned our
"brAA-' long-termnational scale rating.

* As a result, we took various rating actions on 29 Brazilian financial
institutions and i nsurance conpani es that are rated at the sovereign
level, mirroring the sane rating action on Brazil

* At the sane tine, Brazil's Banking Industry Country R sk Assessnent
(BICRA) remains at group '6'. W' re maintaining our econonmic risk score
at '7'" and our industry risk score at '5'. W're also maintaining the
banki ng econonmi c and industry risk trends as negati ve.

Rating Action

On Jan. 12, 2018, S&P d obal Ratings took various rating actions on 29
Brazilian financial institutions and insurance conpanies that are rated at the
sovereign level, mrroring the sanme rating action on Brazil. At the sane tineg,
Brazil's BICRA remains at group '6', reflecting an economic risk score of '7'
and industry risk score of '5 . The banking econom c and industry risk trends
remai ned negati ve.

We have |owered the long-termglobal scale ratings on 15 financi al
institutions to "BB-' from'BB . The outl ook on these ratings is now stable.

In addition, we affirmed our 'brAA-' long-termratings for entities rated on
the national scale, and revised the outl ook on these ratings to stable from
negati ve.

e Banco do Brasil S A ;

» Banco Bradesco S. A ;

e Banco Citibank S. A ;

* |tau Uni banco Holding S. A ;

e Itau Uni banco S. A ;

e Banco ABC Brasil S. A ;

» Banco do Nordeste do Brasil S.A (BNB)
e Banco Santander (Brasil) S. A
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e China Construction Bank (Brasil) Banco Multiplo S A ;
e Banco Votorantim S. A ;

e Banco Safra S. A ;

« Banco Naci onal de Desenvol vi nento Econonico e Soci al
» Cai xa Econom ca Federal

« B3 SSA - Brasil, Bolsa, Bal cao; and

e GP Investnents Ltd.

In addition, we revised our national scale rating outlook on 14 entities to
stable fromnegative and affirnmed our 'brAA-' |long-term national scale rating
on t hem

« Ativos S. A Securitizadora de Creditos Financeiros;

e Banco de Tokyo-M tsubishi UFJ Brasil S/A;

« Banco Mdrgan Stanley S. A ;

e Banco J.P. Mdrgan S. A ;

« Banco Toyota do Brasil S. A

« Banco BNP Paribas Brasil S. A ;

e« Banco Vol kswagen S. A.;

* Banco O e Bonsucesso Consi gnado S. A

e BNDESPar - BNDES Partici pacoes S. A ;

BV Leasing Arrendanmento Mercantil S. A

* Bradesco Capitalizacao S. A ;

e Bradesco Seguros S. A ;

* Austral Seguradora S. A ; and

e Austral Resseguradora S. A

Rationale

The rating action on the sovereign reflects the weakening of our institutiona
assessnent of Brazil due to slower-than-expected progress and | ower support by
the country's political class to put in place neaningful legislation to
correct structural fiscal slippage on a tinely basis. Recent politica

devel opnents al so foreshadow the risk of greater policy uncertainty after

nati onal elections later this year

Wi | e the governnent has advanced nany m croeconomc reforns, it has been
unsuccessful thus far in garnering broad congressional support to strengthen
the fiscal trajectory in order to facilitate adherence to Brazil's
constitutional spending cap. In addition, at tinmes there have been m xed
signals or actions that further conplicate fiscal correction or policy
execution, including neasures for the 2018 budget, across branches of
governnent. Taken together, this highlights our view that policy conmtnent
and political responsiveness have dinnished relative to our prior
expectations.

For nore details, please refer to "Brazil Long-Term Ratings Lowered To ' BB-'
On Less Tinmely And Effective Policynmaking; Qutlook Is Stable," published on
Jan. 11, 2018.
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Banking Industry Country Risk Assessment

We continue to view the Brazilian banking sector's economic risk trend as
negative. W expect donestic econony to continue recovering during the next
two years, supporting the banks' efforts to inprove or linmit the deterioration
of their asset quality nmetrics. However, we believe there's still a
significant risk that a portion of the large amount of renegotiated |oans will
beconme delinquent, raising the already very high credit |osses. Qur negative
trend on the industry risk reflects the persistent risk that corruption

i nvestigations could weaken credit quality of a nunmber of banks.

Brazil's economic risk reflects its |ow GDP per capita and political and
econom ¢ chal | enges, which renmmi n consi derabl e. Donestic banks are going

t hrough a correction phase, and although lending is starting to grow, it's at
a very |low pace, and house prices continue contracting in real ternms. W
expect the economic recovery in Brazil that started in 2017 to gather nonentum
in the next two years, with annual real GDP growth of 2.2%2.4% This,
together with the stabilization of unenploynent and inflation, |owinterest
rates, and the banks' focus on healthier credit portfolios, will bring sone
relief to |l enders' currently weak asset quality nmetrics. W estimate that
system w de nonperform ng | oans reached about 3.6% of total |oans, while
charge-offs about 3.7%in 2017. W expect both ratios to remain fairly stable
at about 3.5%in 2018. In addition, we believe that small and m d-size banks,
whi ch concentrate on lending to small- and mnid-size enterprises (SMES) and
have hi gher exposure to cyclical sectors, will continue suffering higher
credit losses, further pressuring their capital and risk positions. Brazilian

banks still face high economic risks given the elevated | evels of renegoti ated
| oans that are nore susceptible to a weaker-than-expected economnm c scenario
driven by the political uncertainties that will remain in 2018, especially

consi dering the upconing presidential elections in Cctober.

Qur industry risk assessnment for Brazil reflects the country's well devel oped
financial regulation, broadly in line with international standards, and the
regul ator's good track record, which has hel ped the financial systemto

wi t hstand the economc downturn. The latter stens fromthe governnent's

ef fective neasures in containing potential problens. These strengths are
noderated by the | arge presence of governnent-owned banks, which has caused
significant distortions in the financial systemfor the past few years,
weakeni ng conpetitive dynam cs. However, given capital constraints on these
banks and t he change in government, they have been | owering their market
share, which could reduce distortions in the long run. On the other hand, the
Brazilian banki ng system has an adequate funding mx with a stable core
customer deposit base and satisfactory access to donestic and internationa
capital markets. In addition, banks' dependence on external funding is fairly

low-at 6.3%of the systemis total liabilities as of the end of Septenber
2017.
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Outlook

The stable outl ook on 29 financial institutions and i nsurance conpanies
reflects that on the Brazilian sovereign rating, which currently limts the
ratings on these entities given their |arge exposure to sovereign risk.
Therefore, we expect the ratings on those entities to nove in tandemw th the
sovereign ratings. In our view, there's a less than one—in-three |ikelihood
that we could raise or lower the ratings on Brazil over the com ng year. This
reflects Brazil's conparative external and nonetary policy strengths that help
of fset significant fiscal weakness, an econony with growh prospects | ower
than peers, and our view that effectiveness of policynaking across branches of
gover nrent has weakened.

Downside scenario

We could I ower the ratings on these financial institutions and insurance
conpani es follow ng the sane rating action on the sovereign.

Upside scenario
Simlarly, we could raise the ratings on those entities follow ng an upgrade
of Brazil.

Related Criteria

» CGeneral Criteria: S& d obal Ratings' National And Regi onal Scal e Mapping
Tabl es, Aug. 14, 2017

e Criteria - Financial Institutions - General: Risk-Adjusted Capital
Framewor k Met hodol ogy, July 20, 2017

e CGeneral Criteria: Methodol ogy For Linking Long-Term And Short-Term Rati ngs
, April 7, 2017

e General Criteria: Rating Governnent-Related Entities: Methodol ogy And
Assunpti ons, March 25, 2015

e Criteria - Financial Institutions - Banks: Bank Hybrid Capital And
Nondef errabl e Subordi nat ed Debt Mt hodol ogy And Assunptions, Jan. 29,
2015

e Criteria - Corporates - Ceneral: Mthodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |ssuers, Dec. 16, 2014

e Criteria - Financial Institutions - General: Key Credit Factors For
Fi nanci al Market Infrastructure Conpanies, Dec. 9, 2014

e Criteria - Financial Institutions - General: Key Credit Factors For Asset
Managers, Dec. 9, 2014

e Criteria - Financial Institutions - General: |Issue Credit Rating
Met hodol ogy For Nonbank Financial Institutions And Nonbank Fi nanci al
Servi ces Conpani es, Dec. 9, 2014

e CGeneral Criteria: National And Regional Scale Credit Ratings, Sept. 22,
2014
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e« Criteria - Insurance - Specialty: Trade Credit |nsurance Capital
Requi rements Under Standard & Poor's Capital Adequacy Mdel, Dec. 6, 2013
* Ceneral Criteria: Ratings Above The Sovereign--Corporate And Gover nnent

Rati ngs: Met hodol ogy And Assunpti ons,

Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Mthodol ogy, Nov. 19, 2013
e General Criteria: Group Rating Methodol ogy, Nov. 19, 2013
e Criteria - Corporates - Ceneral: Corporate Methodol ogy: Ratios And

Adj ust nents, Nov. 19, 2013
e Criteria - Financial Institutions -

Banks: Quantitative Metrics For

Rati ng Banks d obal ly: Methodol ogy And Assunptions, July 17, 2013
» Soverei gn Government Rating Methodol ogy And Assunptions, June 24, 2013
e Criteria - Insurance - General: Insurers: Rating Methodol ogy, May 7, 2013
e Criteria - Insurance - General: Enterprise R sk Managenent, May 7, 2013
* S&P To Publish Econonic And Industry Risk Trends For Banks, March 12,

2013

e CGeneral Criteria: Methodol ogy: Managenent And Governance Credit Factors

For Corporate Entities And Insurers,

Nov. 13, 2012

e Anal ytical Linkages Between Soverei gn And Bank Ratings, Dec. 6, 2011

e Criteria - Financial Institutions -
Assunptions, Nov. 9, 2011
e Criteria - Financial Institutions -

Banks: Banks: Rating Methodol ogy And

Banks: Banking I ndustry Country Risk
Assessnent Met hodol ogy And Assunpti ons,

Nov. 9, 2011

e Criteria - Insurance - General: Refined Methodol ogy And Assunptions For
Anal yzi ng I nsurer Capital Adequacy Using The Ri sk-Based | nsurance Capital

Model , June 7, 2010

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

Rating List

To

From

Ativos S. A Securitizadora de Creditos Fi nanceiros

| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ - -

Banco ABC Brasil S. A
| ssuer credit rating
d obal scale
BB-/ St abl e/ B
Brazil national scale
br AA-/ St abl e/ br A- 1+

Banco BNP Pari bas Brasil S. A
| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ - -

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

br AA-/ Negati ve/ - -

BB/ Negati ve/ B

br AA-/ Negat i ve/ br A- 1+

br AA-/ Negati ve/ - -
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Banco Bradesco S. A

| ssuer credit rating
d obal scale
BB-/ St abl e/ B
Brazil national scale
br AA-/ St abl e/ br A- 1+
Seni or unsecured
BB-
Banco Citibank S. A
| ssuer credit rating
d obal scale
BB-/ St abl e/ B
Brazil national scale

br AA-/ St abl e/ br A- 1+

Banco de Tokyo-M tsubishi UFJ Brasil S/ A
| ssuer credit rating
Brazil national scale

br AA-/ St abl e/ br A- 1+

Banco do Brasil S. A
| ssuer credit rating
d obal scale
Local currency
BB-/ St abl e/ - -
Forei gn currency
BB-/ St abl e/ B

Seni or unsecured

BB-
Subor di nat ed

E;-
Juni or subordi nat ed

CCC+

Banco do Nordeste do Brasil S. A
| ssuer credit rating
d obal scale
BB-/ St abl e/ B
scal e

br AA-/ St abl e/ - -

Brazil nati onal

Seni or unsecur ed

BB-

Banco J.P. Mrgan S. A

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT
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BB/ Negat i ve/ B
br AA-/ Negat i ve/ br A- 1+

BB

BB/ Negat i ve/ B

br AA-/ Negat i ve/ br A- 1+

br AA-/ Negat i ve/ br A- 1+

BB/ Negati ve/ - -
BB/ Negat i ve/ B
BB

B

BB/ Negat i ve/ B
br AA-/ Negati ve/ - -

BB
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| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ br A- 1+

Banco Morgan Stanley S. A
| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ br A- 1+

BICRA Remains At Group '6'

br AA-/ Negati ve/ br A- 1+

br AA-/ Negat i ve/ br A- 1+

Banco Naci onal de Desenvol vi nento Econom co e Soci al

| ssuer credit rating
d obal scale
BB-/ St abl e/ - -
Brazil national scale
br AA-/ St abl e/ - -

Seni or unsecur ed
BB-

Banco O e Bonsucesso Consignado S. A
| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ br A- 1+

Banco Safra S. A
| ssuer credit rating
d obal scale
BB-/ St abl e/ B
Brazil national scale
br AA-/ St abl e/ br A- 1+
Seni or unsecured
BB-

Banco Santander (Brasil) S. A
| ssuer credit rating
d obal scale
BB-/ St abl e/ B
Brazil national scale
br AA-/ St abl e/ br A- 1+
Subor di nat ed
E3_
Juni or subordi nat ed
CCC
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BB/ Negat i ve/ - -

br AA-/ Negati ve/ - -

BB

br AA-/ Negat i ve/ br A- 1+

BB/ Negat i ve/ B
br AA-/ Negat i ve/ br A- 1+

BB

BB/ Negat i ve/ B
br AA-/ Negat i ve/ br A- 1+
B

CCC+
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Banco Toyota do Brasil S. A
| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ - -

Banco Vol kswagen S. A
| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ - -

Banco Votorantim S. A
| ssuer credit rating
d obal scale
BB-/ St abl e/ B
Brazil national scale
br AA-/ St abl e/ br A- 1+
Juni or subordi nat ed
CCC

BNDESPar - BNDES Parti ci pacoes S. A
| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ - -

Bradesco Capitalizacao S. A
| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ - -

BV Leasi ng Arrendanento Mercantil S. A
| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ br A- 1+

Subor di nat ed
br A

Cai xa Econoni ca Feder al
| ssuer credit rating
d obal scale
BB-/ St abl e/ B
Brazil national scale
br AA-/ St abl e/ br A- 1+
Seni or unsecured
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br AA-/ Negati ve/ - -

br AA-/ Negati ve/ - -

BB/ Negat i ve/ B
br AA-/ Negat i ve/ br A- 1+

CCC+

br AA-/ Negati ve/ - -

br AA-/ Negati ve/ - -

br AA-/ Negat i ve/ br A- 1+

br A

BB/ Negati ve/ B

br AA-/ Negat i ve/ br A- 1+
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BB-

BICRA Remains At Group '6'

BB

Chi na Construction Bank (Brasil) Banco Miultiplo S. A

| ssuer credit rating
d obal scale
BB-/ St abl e/ B
Brazil national scale
br AA-/ St abl e/ - -

Itau Uni banco Hol ding S. A
| ssuer credit rating
d obal scale
BB-/ St abl e/ B
Brazil national scale
br AA-/ St abl e/ br A- 1+
Seni or unsecured
BB-

Itau Uni banco S. A
| ssuer credit rating
d obal scale
BB-/ St abl e/ B
Brazil national scale
br AA-/ St abl e/ br A- 1+

Bradesco Seguros S. A
| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ - -
Fi nancial Strength Rating
Brazil national scale
br AA-/ St abl e/ - -

Austral Resseguradora S. A
| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ - -

Austral Seguradora S. A
| ssuer credit rating
Brazil national scale
br AA-/ St abl e/ - -

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

BB/ Negat i ve/ B

br AA-/ Negati ve/ - -

BB/ Negati ve/ B
br AA-/ Negat i ve/ br A- 1+

BB

BB/ Negat i ve/ B

br AA-/ Negati ve/ br A- 1+

br AA-/ Negati ve/ - -

br AA-/ Negati ve/ - -

br AA-/ Negati ve/ - -

br AA-/ Negati ve/ - -
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B3 S.A - Brasil, Bolsa, Balcao
| ssuer credit rating
d obal scale
BB-/ St abl e/ B BB/ Negati ve/ B
Seni or unsecured
BB- BB

GP I nvestnents Ltd.
| ssuer credit rating

BB-/ St abl e/ - - BB/ Negati ve/ - -
Seni or unsecured

BB- BB

Certain ternms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www. st andardandpoors.com for further
information. Conplete ratings information is available to subscribers of
RatingsDirect at ww. capitalig.com Al ratings affected by this rating action
can be found on the S& G obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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