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Foreword

The Banking and Credit Report (REBC) – published 
annually between 1999 and 2015 by the Banco Central do 
Brasil (BCB) – dealt mainly with aspects related to bank 
credit, such as volume, interest rates and decomposition 
of the banking spread. The Banking Report (REB) 
presented herein is a new report with a broader scope, 
covering a wider range of issues related to the National 
Financial System (SFN). In addition, the REB seeks to 
broaden the target audience, also providing content for 
the general public.

The REB consists of six chapters. Chapter 1 covers 
several aspects of credit evolution – a fundamental 
component of the financial institutions assets – as well 
as presents results from the Credit Conditions Quarterly 
Survey (PTC). Chapter 2 deals with financial institutions 
liabilities, examining the evolution of credit composition 
and funding cost in the financial system. Chapter 3 
focuses on the determinants of the cost of credit to the 
borrower, showing the decomposition of the Average 
Cost of Outstanding Loans (ICC) and its spread regarding 
funding cost, delinquency, administrative expenses, taxes, 
and FGC and ICC's financial margin. Chapter 4 analyzes 
the evolution of the financial system´s profitability and 
its determinants. 

Regarding the SFN's structure, Chapter 5 analyzes the 
evolution of concentration and competition indicators, 
including an international comparison. It also examines 
FinTechs in Brazil. Finally, Chapter 6 highlights the 
actions – those that have already occurred and those that 
are still in progress – in the context of the BC+ Agenda.

The report also presents several Boxes dealing with a 
variety of topics, such as access to credit for beneficiaries 
of social programs, the profile of credit card users, the 
participation of credit unions in the credit market and the 
role of FinTechs. Some boxes were included to facilitate 
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understanding of more complex issues – such as the 
effect of changes in the Selic rate on credit interest rates, 
and the role of delinquencies in the cost of credit. The 
REB also includes boxes addressing an expert audience, 
which detail methodological aspects related to the 
decomposition of the cost of credit, the evaluation of the 
impacts of reserve requirements and earmarked credit, 
the aggregation of heterogeneous credit types and the 
calculation of competition indicators. 

This edition focuses on events occurring up to 2017 
unless otherwise stated.
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Executive Summary

In 2017, the credit market evolved consistently with the 
recovery of economic activity and the stimuli coming 
from the current monetary policy cycle.

Total new credit granting grew by 3.3%, but household 
and corporate segments presented different dynamics:

• Corporate lending decreased by 2.7%, with variations 
of -0.7% and -17.8% in the non-earmarked and 
earmarked resources segments. This behavior 
contrasts with that of measures of broad financing, 
which incorporates foreign funding and capital 
markets funding;

• Household lending rose 8.4%, influenced by the falls 
in inflation and the base interest rate, the improvement 
in employment and the increase in consumers’ 
confidence.

Regarding  corporate credit stock, the contribution of 
large companies increased from 56.8% in 2016 to 63.9% 
in 2017. Conversely, the credit portfolio balance of micro 
and small enterprises (MSEs) decreased by 13%.

The percentage of operations overdue for more than 90 
days (delinquency) fell 0.5 p.p. in the year, reaching 3.2% 
at the end of 2017.

The average cost of credit operations, as measured by the 
Average Cost of Outstanding Loans (ICC), decreased 1.3 
p.p. in twelve months, reaching 21.3% p.y. in December 
2017.

Credit portability operations grew 93.7%, reaching 
2.1 million orders in 2017. The ported value increased 
122.2%, reaching R$16.9 billion.

The Quarterly Survey on Credit Conditions (PTC) 
indicated less restrictive conditions in 2017. In the 
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household segment, conditions were close to neutrality. 
In the corporate segment, conditions at the end of 2017 
were still considered restrictive, especially for micro, 
small and medium-sized companies. For this segment, 
the main restrictive factors listed were "Customer-specific 
conditions", "Delinquency level" and "Risk tolerance 
level". For large companies, the improvement in the 
perception of the general conditions of the domestic 
economy throughout 2017 was a highlight, in line with 
the economic recovery process.

According to the March 2018 PTC, financial institutions 
expect the growth of household credit in 2018 to be 
similar to that observed in 2017, while corporate credit 
growth is expected to accelerate.

The projections of the Banco Central do Brasil (BCB) also 
point to credit growth in 2018, although with differences 
in relation to those of the PTC. Outstanding credit for 
households is projected to grow by 7.0%, while for 
corporations a 2.0% decrease is expected. Accordingly, 
the projected growth of the total credit portfolio of the 
National Financial System (SFN) in 2018 is 3.0%.

Among the population enrolled in the Cadastro Único 
para Programas Sociais (Brazilian Unified Registry for 
Social Programs), the credit penetration (percentage of 
the population with at least one active credit operation) 
in the beneficiary group of Bolsa Família (Family Grant) 
program was between 10% and 16%, from 2012 to 2017. 
For the non-beneficiary population – with a relatively 
higher income – the credit penetration was higher, 
ranging from 26% to 30%.

The revolving credit card was mostly used by lower-
income individuals, by employees with shorter periods 
of employment, by those recently laid off from the formal 
labor market, and by beneficiaries of social programs. 
Interest rates practiced in this credit type were not very 
sensitive to the individuals’ profile. 

The volume of funding by the banking system remained 
stable in 2017, but the stock composition changed. At 
the same time, funding costs declined, in line with the 
easing cycle of the Selic rate in the period.

Funding through traditional instruments grew R$115 
billion in time deposits and R$59 billion in savings accounts 
deposits and decreased R$142 billion in repo operations with  
private securities.
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The new level of the Selic rate significantly reduced 
the gap between the costs of funding with earmarked 
resources and with non-earmarked resources, while 
encouraging companies to finance themselves in the 
capital market through debentures or commercial notes.

The spread calculation methodology was improved to 
better capture its components. The ICC decomposition, 
for the period from 2015 to 2017, indicated "Funding 
Cost" as the main component of credit costs (average 
contribution of 39.2% over the period), followed by 
"Delinquency" (22,7%), "Administrative Expenses" 
(15.2%), "Taxes and FGC" (13.8%) and "ICC Financial 
Margin" (9.0%).

Over the three-year period, "Funding Cost" contribution 
fell – reflecting the monetary easing – and, at the same 
time, "Delinquency" contribution rose – reflecting the 
effects of the economic recession.

By excluding from the ICC the portion corresponding 
to "Cost of funding", one derives the spread of the ICC, 
whose decomposition for the period from 2015 to 2017 
showed "Delinquency" as its main component (average 
contribution of 37.4%), followed by "Administrative 
Expenses" (25.0%), "Taxes and FGC" (22.8%) and "ICC 
Financial Margin" (14.9%).

The prohibition of collecting of some fees in Brazil is 
a challenge when comparing the interest rates practiced 
for some credit types in the country with those practiced 
abroad. That is the case of the revolving credit card in the 
so-called "non-regular" credit type  (when the required 
minimum payment of the invoice is not paid) and in the 
overdraft facility.

When carrying out a hypothetical exercise, in which the 
collection of this type of fee was allowed (keeping the 
aggregate financial expenses of debtors constant), it was 
found that the interest rates calculated on the revolving 
credit card in Brazil would still be higher than those 
practiced abroad, due to the other determinants of the 
cost of credit.

The magnitude of the Selic rate reductions pass-through 
to interest rates on credit operations depends on several 
factors, such as the sensitivity of the institutions' "Funding 
Cost" to changes in the Selic rate and the weight that the 
"Funding Cost" has in the composition of credit cost.
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In a hypothetical exercise, using a simplifying hypothesis 
of full pass-through of the Selic reduction to the funding 
cost and maintaining the spread constant, a Selic rate 
decrease of 7 p.p. (from 14% to 7%) – therefore a 50% 
reduction – would reduce by 23.6% the interest rate 
on payroll- deducted loans (from 29.6% to 22.6%). 
Regarding the overdraft facility, the reduction would be 
of 2.1% (from 328.5% to 321.5%).

Delinquency affects interest rates charged on loans in two 
key aspects: their prevalence (in other words, how many 
customers fail to pay) and the operations term.

The higher the delinquency rate, the higher the interest 
rate needed to cover losses from delinquency. The longer 
the credit operations term, the lower the interest rate 
necessary to cover losses from delinquency.

Delinquency prevalence depends on some factors, such 
as the legal environment, the framework of collaterals, 
the economic cycle and the level of the interest rate itself.

Banking institutions profitability (as measured by Return 
on Equity - ROE) reached 13.8% in December 2017, 
compared to 11.6% in December 2016.

The Brazilian banking system profitability came out in an 
intermediate position compared to its international peers.

The main contributors to higher profitability were reductions 
in borrowing costs and allowances for loan losses (ALL).

The larger the size of the banks, the higher the ROE: the 
ROE of large banks was 15.1%; of medium-sized banks, 
12.7%; and of small and micro-sized ones, 8.0%.

Indicators of banking concentration did not change 
significantly in 2017.

Regarding deposits, when comparing 2017 to 2015, 
there was a slight decrease in concentration. In turn, 
assets and credit operations recorded a small increase 
in concentration in 2016, though some cases showed a 
partial reversal in 2017.

By 2016, Brazil was in the group of countries with the 
most concentrated banking systems, which included 
Australia, Canada, France, the Netherlands, and Sweden.

The relationship between concentration and spreads is 
not as straightforward as common sense may suggest. 
Some studies have found an inverse relationship between 
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concentration and cost of credit, rather than a direct 
one. Empirical evidence with data for several European 
countries presented in this Report shows no relationship 
between these two variables.

Competition is the relevant dimension to the cost of 
credit. The competitive aspect primarily affects the 
Financial Margin component of the cost of credit through 
profits. Although this is the least significant component of 
the ICC spread, increasing competition is a priority and is 
part of the BC+ Agenda "Credit Cost Reduction" pillar.

Competition indicators calculated from 2000 to 2017 
show that there was an increase in bank competition 
in the period. Greater competition means lower cost of 
credit and greater benefits for the population. Greater 
competition does not necessarily require a lower level 
of banking concentration.

The credit unions segment has grown significantly in 
recent years, especially in corporate credit operations, 
with a greater concentration in the southern region of 
the country and in the municipalities that constitute the 
agribusiness frontier. The credit unions segment was an 
additional source of credit supply in its area of operation, 
with the potential to improve banking competition 
conditions.

The BCB monitors – and acts in a coordinated and 
multidisciplinary manner – the digital technological 
innovations related to activities within the scope of 
the SFN and the Brazilian Payment System (SPB),  
evaluating potential impacts on the operation of these 
systems.

The ecosystem of financial-technology-intensive startups 
(FinTechs) has grown in recent years. These companies 
differ in size, stage of operation and field of activity.

The nature and scope of financial services will evolve over 
the next few years, responding to changing consumer needs 
and preferences on these services. The effects of these 
transformations on demand and supply will simultaneously 
affect several jurisdictions, including Brazil.

The BC+ Agenda aims to review structural issues of the 
BCB and the SFN, generating sustainable benefits for 
the Brazilian society and facilitating the accountability 
of actions developed in the short, medium and long terms 
by the BCB. The BC+ Agenda is based on four pillars, 
with several actions already implemented:
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• Extending Financial Citizenship: online platform 
"It's everybody's business"; "Credit card disclosure 
project"; National Week of Financial Education;

• Modernizing Legislation: present in all pillars; the 
New Punitive Legal Framework of the SFN;

• Increasing the National Financial System (SFN) 
efficiency:  rules  for FinTech operations in the 
credit market – Direct Credit Society (SCD) and 
Peer-to-Peer Loan Company (SEP); launching of 
the Laboratory of Financial and Technological 
Innovations (Lift); agreement between the BCB 
and the Economic Defense Administrative Council 
(CADE); as well as improving cybersecurity, payment 
market efficiency and rules regarding portability of 
bank account registration data, outstanding credit and 
linked salary credited;

• Reducing Credit Costs: simplification and reduction 
of reserve requirements; changes in credit card and 
overdraft facility markets; an increase of collaterals  
required in credit operations - regulation of Letras 
Imobiliárias Garantidas (LIG)   and creation of 
the electronic collaterals registry; incentives to the 
development of the capital market.

Other important actions are under way: autonomy of the 
BCB; creation of the positive credit score registry; review 
of the relationship between the BCB and the National 
Treasury, and implementation of voluntary deposits; 
creation of electronic negotiable invoices.
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1Credit Market

This chapter of the Banking Report (REB) analyzes the 
evolution of National Financial System (SFN) credit, 
including analysis of aggregate indicators, like balance 
amounts, credit granting and delinquency1, as well as 
analysis of the profile of operations and borrowers, 
including an assessment on credit for micro and small 
enterprises (MSEs). In addition, the chapter presents 
results from the Credit Conditions Quarterly Survey 
(PTC) and projections for the credit market, both from 
this survey and from the BCB.

1.1 Credit Aggregates

In 2017, the credit market evolved consistently with the 
recovery of economic activity and the stimuli coming 
from the current monetary policy cycle, albeit with 
distinct dynamics for credit granted to households and to 
corporations. The total outstanding credit of the financial 
system reached R$3,092 billion in December 2017, with 
a 0.5% decrease in the year (-3.5% variation in 2016 – 
Table 1.1). Corporate and household portfolios amounted 
to R$1,442 billion and R$1,649 billion, respectively, 
changes of -6.7% and 5.7% in 2017 (-9.5% and 3.2% in 
the previous year).

The outstanding credit of private financial institutions 
grew by 3.1% in 2017, while the outstanding credit of 
public financial institutions declined by 3.3%.

The credit-to-GDP ratio declined to 47.1% in 2017  
(-2.5 p. p. in 12 months), similar to the May 2012 ratio 
(47%). This indicator reached 25.1% and 22.0% in the 
household and corporate segments, respectively.

1 In this Report, for the sake of simplicity, the terms “amount” or “value” 
denominate credit outstanding. Amounts related to credit granted are 
referred to as new operations. The delinquency rate corresponds to the 
quotient of the total amount of credit overdue for more than 90 days over 
the credit balance on the base date under analysis.
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Figure 1.1– Debt and Household Debt Service Ratio

%

Table 1.1 – Credit Balance Evolution
R$ billion

Segmentation 2015 2016 2017

2015 2016 2017

Total 3,219.2 3,106.2 3,091.5 6.7 -3.5 -0.5

Corporate 1,707.1 1,545.2 1,442.0 6.4 -9.5 -6.7

 Non-earmarked 831.9 747.5 733.2 4.8 -10.1 -1.9

 Earmarked 875.2 797.7 708.8 7.8 -8.9 -11.1

Household 1,512.2 1,560.9 1,649.5 7.1 3.2 5.7

 Non-earmarked 805.3 809.1 851.5 2.9 0.5 5.2

 Earmarked 706.9 751.8 798.0 12.3 6.4 6.1

2015 2016 2017

2015 2016 2017

    Total/GDP 53.7 49.6 47.1 1.5 -4.1 -2.5

    Corporate/GDP 28.5 24.7 22.0 0.7 -3.8 -2.7

    Household/GDP 25.2 24.9 25.1 0.8 -0.3 0.2

    Non-earmarked/GDP 27.3 24.9 24.2 0.0 -2.4 -0.7

    Earmarked/GDP 26.4 24.8 23.0 1.5 -1.6 -1.8

Source: Banco Central do Brasil

 % change

p.p. change
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The household debt service ratio (Figure 1.1) reached 
20.1% at the end of 2017 (1.6 p.p. decrease in 12 months), 
the lowest value since February 2011 (19.8%), reflecting 
the respective variations of -0.9 p.p. and -0.8 p.p. in the 
interest and amortization components. Influenced by the 
financial deleveraging process, household debt reached 
41.0% (a 1.0 p.p. decrease in 12 months), the lowest value 
since April 2011 (40.6%).

New operations grew 3.3% in 2017 (Table 1.2), compared 
to -8.3% in 2016. The credit granting to households grew 
8.4%, benefited by the decreases in inflation and the base 
interest rate, the improvement in employment and the 
increase in consumer confidence. Regarding household 
new operations with non-earmarked resources —which 
registered a 9.0% expansion in the period—, it is worth 
noting the increases of 29.0% and 22.3% in payroll 
deducted loans and vehicle financing, respectively. New 
operations with earmarked resources for households 
expanded by 3.0% in the period. Also noteworthy were 
the 1.6% reduction in real estate financing and the 10.4% 
increase in rural credit. In turn, corporate new operations 
showed a decrease of 2.7% in 2017 —compared to 
-14.3% in 2016— with variations of -0.7% and -17.8% 
in the non-earmarked and earmarked credit segments, 
respectively. The greater dynamism in the capital 
market suggests some compensation for the downward 
performance of the corporate credit segment.2

Regarding credit operations financing cost, the easing 
cycle of the Selic rate (-6.75 pp in 2017, plus -0.5 pp 
in 2016) and the improvement in economic conditions 
contributed to the decrease in the average interest rates 
and spreads.3

The Average Cost of Outstanding Loans (ICC)4 —which 
measures the average cost of outstanding credit operations, 
regardless of the contract date— reached 21.3% p.y. 
in December 2017 (1.3 p.p. decline in twelve months), 
reflecting lower cost for new contracts. In the household 
and corporate segments, the indicator registered 26.6% 
p.y. and 15.5% p.y., respectively (Figure 1.2).

The average interest rate on new credit operations reached 
25.6% p.y. in December 2017 —a 6.6 p.p. decrease in 

2 See boxes “Recent evolution in corporate credit” and “Financing from 
the capital market and the external sector and corporate debt stock” of 
the December 2017 and March 2018 Inflation Reports, respectively.

3 See box “Evolution of the credit market in monetary policy easing cycles” 
of the March 2018 Inflation Report.

4 ICC methodology is presented in Technical Note 45 – Indicador de Custo 
de Crédito – of June 2018, Banco Central do Brasil.
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Table 1.2 – New Operations - Accumulated 
R$ billion

Segmentation 2015 2016 2017

2015 2016 2017

Total 3,493    3,203    3,308    -3.9 -8.3 3.3

Non-earmarked 3,055    2,860    2,990    -1.5 -6.4 4.6

Earmarked 438       343       318       -18.1 -21.6 -7.4

Corporate 1,719    1,474    1,434    -4.8 -14.3 -2.7

  Non-earmarked 1,480    1,302    1,293    -2.0 -12.0 -0.7

  Earmarked 240       172       141       -19.0 -28.2 -17.8

Household 1,773    1,729    1,874    -3.1 -2.5 8.4

  Non-earmarked 1,575    1,558    1,697    -1.0 -1.1 9.0

  Earmarked 198       171       176       -17.0 -13.7 3.0

% change
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12 months—, the lowest rate since January 2015 (24.9% 
p.y). In the household segment, the average interest rate 
fell by 10.1 p.p. in 2017, with changes of -17.3 p.p. in 
non-earmarked operations (Figure 1.3) —favored by 
the reduction of 44.3 p.p. in credit card operations— 
and of -2.4 p.p. in earmarked operations. The average 
interest rate on new corporate operations declined by 
3.3 p.p. in the twelve months ending in December 2017 
(changes of -6.4 p.p. and -0.1 p.p. in the non-earmarked 
and earmarked operations, respectively, in the same 
comparison basis). Based on these interest rates, the bank 
spread (Figure 1.4) fell 3.8 pp in 2017, reaching 18.9 pp, 
with reductions of 7.1 pp and 1.0 p.p. in the household 
and corporate operations, respectively.

Finally, the delinquency rate within the SFN (Figure 1.5) 
declined 0.5 p.p. in the year, reaching 3.2% at the end of 
2017. In this context, it is worth noting the path in the 
household segment, which reached 3.5% in December 
2017, the lowest rate since the beginning of the historical 
series (March 2011).

1.2 Characteristics of Credit 
Operations and Borrowers 

Household Credit by Federation State

The geographical distribution of household credit volume 
is heterogeneous in Brazil. In absolute terms, São Paulo 
and Roraima are, respectively, the states with the highest 
and lowest balance of household credit operations. 
However, in terms of population size, the Central-West 
region states are those that usually present the highest 
per capita credit densities, followed by the Southern 
states and the São Paulo state (Figure 1.1). The states of 
Amazonas and Pará show the lowest credit densities.5

The dynamics of household credit growth was also 
different among Brazilian regions. The Southeast region 
recorded lower growth in household loans in the last 
three years, influenced by the lower growth observed 
in the states of Rio de Janeiro and Espírito Santo (Table 
A of Annex B). It is worth noting that the North and 
Central-West regions showed the sharpest decelerations 
in 2016. However, these decelerations were offset by 
strong recoveries in 2017 (Figure 1.6).

5 Tables A and B (Annex B) show household credit data by Brazilian state, 
total amount and normalized by population.

Illustration 1.1 – Density in Household Credit by Federation Unit 
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3-6 6-9 9-12 12-15 +15

10

12

14

16

18

20

Dec
2015

Jun
2016

Dec Jun
2017

Dec
45

50

55

60

65

70
Households (p.p.)

Households Corporate

Figure 1.4 – Credit Operations Spread – Non-earmarked 

Corporate (p.p.)

Dec
2015

Jun
2016

Dec Jun
2017

Dec
2,5

3,0

3,5

4,0

4,5

5,0
%

Households Corporate Total

Figure 1.5 – Delinquency Rate
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Regarding the regional comparison of household 
delinquency rates, in 2017, the states of the North and 
Northeast regions presented the highest delinquency 
rates, while those of the South registered the lowest rates 
(Figure 1.7). Also, there is significant dispersion among 
the States (Figure 1.2 and Table C of Annex B). At the end 
of 2017, the highest delinquency rates were observed in 
Amapá (5.6%), Pará (5.1%), Amazonas (5.0%) and Rio 
de Janeiro (5.0%), while the lowest rates were observed 
in Rondônia (2.5%), Santa Catarina (2.5%), Mato Grosso 
(2.7%), Paraná (2.7%), Rio Grande do Sul (2.7%) and in 
Mato Grosso do Sul (2.8%).

As to the variation of delinquency rates, in general, a 
decline happened between 2015 and 2017 (Table C of 
Annex B), with the largest decreases occurring in the 
Northeast region.

Household Credit per by Gender

The share of women in the number of borrowers grew 
by approximately 2.4 p.p. from 2015 to 2017, reaching 
51.5% (Figure 1.8). This value is close to the share of 
women in the total number of account holders as well as 
in the Brazilian population. Despite accounting for this 
large share in the number of borrowers, women received 
only 37.6% of the total outstanding amount of loans 
in 2017 (1.2 p.p. higher than in 2015). This disparity 
indicates that women receive mostly small loans.

The growth rate of the outstanding amount of loans for 
women was higher than the growth rate for men in 2015, 
2016 and 2017 – Table 1.3. This difference was more 
pronounced in 2016 when the lower limit for sending 
individualized loan information to the BCB was reduced 
from R$1,000.00 to R$200.00 (Circular 3,786 of March 
10, 2016). The difference means that part of the growth 
of women’s outstanding amount reflects the availability 
of new data: small loans that women usually receive and 
that had not been computed before 2016.

The delinquency rates of both genders are not significantly 
different (Table 1.4).

Household Credit by Age Groups

The stratification of the volume of household credit by 
age groups of borrowers showed that the higher the age, 
the higher the growth rate of credit volume between 2015 

Illustration 1.2 – Delinquency Rate in Household Credit Opera-
tions by Federation Unit
2017 – % change
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and 2017 (Figure 1.9). Differences between age groups 
have been significant. In 2017, the credit destined to the 
age group of 60 years or more grew 11.6%, whereas 
for the group of 24 years or less, the credit fell 1.4% 
(Table 1.5).

Delinquency rates tend to be lower for the higher age 
groups (Table 1.6). All age groups presented a reduction 
in the delinquency rate, but the greatest decrease occurred 
in the two lower age groups.

Based on this data, we observe that the lower contribution 
of the lower age groups on the change of credit volume 
followed the risk reduction of credit granted to these groups, 
which reflected the larger fall in their delinquency rates. 
At the other end, we observe that the higher age groups 
have a less risky profile, which allowed a significant 
expansion of credit in a period of high unemployment 
rates, even with some reduction of delinquency rates.

Corporate Credit by Federal State

The retraction of corporate credit in 2017 happened in all 
country regions alike (Figure 1.10 and Table D of Annex 
B). In 2017, the reduction of credit was smaller than in 
2016 in all of the regions except the South, where credit 
volume declined further. There is evidence that the greater 
dynamism of the capital market and external funding 
flows in 2017 offset, in part, this decrease in bank credit.6 

In all Brazilian regions, corporate delinquency rates 
increased in 2016 but declined in 2017 (Figure 1.11 and 
Table E of Annex B). In 2017, the highest delinquency 
rates were in the North, followed by the Northeast, 
South, Southeast and Central-West regions. Considering 
the Federative Units (Figure 1.3), in 2017, the highest 
delinquency rates were registered in Piauí (10.8%) and 
Pará (6.9%), and the lowest rates in the Federal District 
(1.2%) and in Roraima (2.0%). 

6 See box “Financing from the capital market and the external sector 
and corporate debt stock” of the Inflation Report of March 2018 and 
box “Recent evolution in corporate credit” of the December 2017  
Inflation Report.

Table 1.3 – Household Credit Evolution by Gender
R$ billion

Gender Dec.2015 Dec.2016 Dec.2017

2015 2016 2017

Total 1,511 1,560 1,648 7.1 3.2 5.6

  Masculine 962 980 1,029 6.6 1.9 5.0

  Feminine 550 581 620 8.5 5.7 6.7

Note: This table values do not account for unidentified cases. 

Change (p.p.)

Table 1.4 – Household Delinquency by Gender
%

Gender Dec 2015 Dec 2016 Dec 2017

Total 4.2 4.0 3.6

  Masculine 4.2 4.0 3.5

  Feminine 4.2 3.9 3.6

Note: This table values do not account for unidentified cases. 
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Corporate Credit by Corporation Age

The disaggregation of the corporate credit portfolio 
balance, according to the number of years since the 
establishment of corporations (Table 1.7), showed that the 
shrinkage of the total balance of 2017 vis-à-vis 2015 was 
common to all groups, except the group of corporations 
with six or seven years. In 2016, when the largest number 
of bankruptcy and reorganization filings since 2006 was 
recorded7, it is worth noting the sharp drop in the volume 
of credit for the group of corporations with up to one year 
of establishment (-62.8%). Albeit the 8.5% growth in 
20178, the credit balance in 2016 corresponded to about 
40% of the volume of 2015. In 2017, this group accounted 
for 0.5% of the total corporate credit. 

The decline in the total corporate delinquency rate in 
2017 crossed all groups (Table 1.8). Compared to 2015, 
groups with up to three years after establishment had 
their delinquency rate reduced, while other groups still 
presented higher rates.

Corporate Credit by Economic Sector

The decrease in corporate credit observed in 2016 and 
2017 reached most economic sectors (Table 1.9 and 
Table F of Annex B). Industrial activities presented 
the biggest falls, while services had smaller drops or 
positive changes. To some extent, this behavior reflects 
the improved performance of the services sector vis-à-vis 
the industrial sector during the recession and recovery 
of the economy. In 2017, the most affected activities 
were mining and extractive industry (-33.0% change 
in balance), construction (-16.2%) and manufacturing 
(-11.6%). The credit balance for the “Maintenance and 
repair of motor vehicles and motorcycles” sector also 
fell sharply (-8.1%).

7 Data from Serasa Experian indicator; 1.863 fillings were registered.
8 In 2017, the number of reorganization filings dropped 23.8%. Micro and 

small-sized enterprises answered for 60.6% of the 1420 filings
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Table 1.5 – Household Credit Balances Evolution by Age Group
R$ billion

Age group Dec. 2015 Dec. 2016 Dec. 2017

2015 2016 2017

Total 1,512          1,561          1,649          7.1 3.2 5.6

  Twenty-four years old or less 41               40               40               -1.9 -1.7 -1.4

  From twenty-five to thirty-nine years old 524             526             542             5.6 0.5 3.0

  From forty to fifty-nine years old 666             684             721             6.8 2.7 5.4

  Sixty years old or more 281             310             346             12.2 10.2 11.6

Change (p.p.)

Table 1.6 – Delinquency Rates Evolution by Age Group
%

Faixa etária Dec. 2015 Dec. 2016 Dec. 2017

Total 4.2           4.0           3.6

  Twenty-four years old or less 8.9           8.5           7.7

  From twenty-five to thirty-nine years old 4.7           4.1           3.5

  From forty to fifty-nine years old 3.9           3.8           3.4

  Sixty years old or more 3.4           3.4           3.3
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Note, however, that these data refer only to credit 
provided by financial institutions – some reallocation may 
have occurred between this credit and the funding via 
capital market. December 2017 and March 2018 Inflation 
Reports point to the significant increase in funding from 
the capital market during 2017.

Figure 1.12 shows credit variations in each subsector in 
2016 (horizontal axis) and 2017 (vertical axis). One can 
notice a positive correlation between the variations of the 
credit in these two years. In other words, the subsectors 
that presented the best credit performance in 2016 tended 
to reproduce this behavior in 2017. This denotes that the 
credit growth differences between subsectors verified 
in 2017 were not a one-off phenomenon, reflecting the 
continued need of firms to deleverage as a result of 
the crisis. Figure 1.12 also shows the improved credit 
performance of service-related sectors. In the quadrant 
with positive credit variation in both years there are only 
three subsectors: “Public Administration, Defense and 
Social Security,” “Water, Sewage, Waste Disposal, and 
Decontamination Activities” and “Human Health and 
Social Services”.

Illustration 1.3 – Delinquency Rate of Corporate Credit Opera-
tions by Federation Unit
2017 – % change

1-2% 2-3% 3-4% 4-5% +5%

Table 1.7 – Corporate Credit Balances by Company Age
R$ billion

Age group Dec 2015 Dec 2016 Dec 2017

2015 2016 2017

Total 1,707               1,545               1,437               6.4 -9.5 -7.0

  Up to one year 19                    7                      8                      -18.9 -62.8 8.5

  Two or three years 60                    53                    39                    -15.9 -11.6 -27.1

  Four or five years 125                  79                    67                    2.9 -37.1 -14.6

  Six or seven years 107                  112                  113                  -23.0 5.4 0.5

  Eight or nine years 127                  124                  90                    21.1 -2.9 -26.8

  Ten or more years 1,214               1,128               1,082               11.3 -7.1 -4.1

  Unidentified 55                    42                    39                    1.3 -23.4 -9.2

Change (%)

Table 1.8 – Corporate Delinquency by Company Age
%

Age group Dec 2015 Dec 2016 Dec 2017

2015 2016 2017

Total 2.6 3.5 2.9 0.7 0.9 -0.6

  Up to one year 3.2 4.4 1.6 0.3 1.2 -2.8

  Two or three years 5.5 4.9 3.1 1.9 -0.6 -1.8

  Four or five years 4.0 5.7 5.2 0.9 1.7 -0.5

  Six or seven years 3.7 5.0 4.2 1.7 1.3 -0.8

  Eight or nine years 2.9 4.1 3.0 0.5 1.2 -1.1

  Ten or more years 2.1 2.9 2.6 0.6 0.8 -0.3

  Unidentified 4.9 6.5 5.2 1.5 1.6 -1.3

Change (p.p.)
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Based on data from the Annual Report of Social 
Information (Rais), released by the Ministry of Labor, it is 
possible to analyze the relationship between the variation 
verified in 2016 in the number of employees and the credit 
indicators. Figure 1.13 shows the percentage variation of 
credit in the horizontal axis and the percentage change in 
the number of employment relationships in the subsectors 
on the vertical axis. Most sectors registered a reduction 
in both figures. The blue 45-degree dashed line indicates 
where the points would be if the ratio between these two 
factors remained unchanged between 2015 and 2016. 
For most segments, the credit contraction – reflecting 
in part the need for deleveraging of firms – was greater 
than the labor contraction. The greater dispersion among 
the subsectors regarding credit behavior compared 
to employment behavior is also evident. The largest 
percentage reduction in workforce in 2016 occurred 
in the construction sector, whose credit decline was 
slightly higher than the national average fall. In turn, 
the air transportation subsector had the largest credit 
reduction; but here the fall in employment was lower 
than the average.

Regarding the delinquency rate, the majority of sectors 
showed a decline in 2017 (Table 1.10). One of the 
exceptions is the construction sector, which has also 
shown the highest rates of delinquency, reflecting the 
fact that it was the sector most affected by the economic 
recession and for which recovery is the most difficult. 
At a more disaggregated level (Table G of Annex B), 
the telecom sub-sector had a very high delinquency 
rate in 2016 and 2017 (26.4% and 22.6%, respectively), 
reflecting the financial difficulties faced by important 
corporations in the area.

Table 1.9 – Corporate Credit Operations Balances by Sector
R$ billion

Itemization Dec. 2015 Dec. 2016 Dec. 2017 Change (p.p.)

2015 2016 2017

Total 1,707             1,545             1,437             6.4 -9.5 -7.0
Agriculture, Livestock, Forestry, Fisheries and Aquaculture 25                  24                  22                  7.3 -4.1 -8.1
Extractive 46                  32                  21                  26.7 -30.8 -33.0
Manufacturing 472                411                363                4.1 -13.0 -11.6
Construction 112                101                84                  -4.3 -10.3 -16.2
Public Utility Industrial Services 203                205                202                15.8 1.1 -1.6
Trade and Repair of Motor Vehicles and Motorcycles 307                274                252                -0.3 -10.5 -8.1
Transport, storage and mail 169                140                132                8.7 -16.9 -6.1
Public Administration, Defense and Social Security 124                128                132                24.5 3.9 2.9
Other Services 207                196                199                1.7 -5.2 1.4
Legal Entities Headquartered Abroad 43                  33                  29                  27.1 -22.8 -11.9



2017  |  Banking Report  |  21

1

2

3

4

5
6

7 8

9
1011

12

13

14

15 16

17
18

19

20

21

22

23
24

25

26

27

28

29

30

31
3233

34

35

36

37

38
39

40

41

42

43
44

45

46

-40%

-30%

-20%

-10%

0%

10%

20%

30%

-50% -40% -30% -20% -10% 0% 10%

C
re

di
t %

 v
ar

ia
tio

n 
in

  2
01

7

Credit % variation in 2016

Figure 1.12 – Credit Balance Variation by Economic Subsector – 2016 versus 20171

1 - Agriculture, Livestock, Forestry, Fisheries and Aquaculture 2 - Extractive

3 - Food Products Manufacturing 4 - Beverage Products Manufac.

5 - Tobacco Products Manufacturing 6 - Textile Products Manufacturing

7 - Wearing Apparel and Accessories Manufacturing 8 - Leather Tanning, Leather Products Manuf., Travel Accessories and Footwear

9 - Timber Products Manufacturing 10 - Pulp, Paper and Paper Products Manufacturing

11 - Printing and Reproduction of Recordings 12 - Coke, Petroleum-derived Products and Biofuel Manufacturing

13 - Chemical Products Manufacturing 14 - Pharma chemicals and Pharmaceutical Products Manufacturing

15 - Rubber and Plastic Products Manufacturing 16 - Non-metallic Mineral Products Manufacturing

17 - Metallurgy 18 - Metal Products Manufacturing, except Machinery and Equipment

19 - IT Equip., Electronic and Optical Products Manufacturing 20 - Electrical Machines, Appliances and Materials Manufacturing

21 - Machinery and Equipment Manufacturing 22 - Motor Vehicles, Trailers and Bodywork Manufacturing

23 - Other Transport. Equip. Manufac., except Motor Vehicles 24 - Furniture Manufacturing

25 - Other Products Manufacturing 26 - Machinery and Equipment Maintenance, Repair and Installation

27 - Construction 28 - Electricity and Natural Gas

29 - Water, Sewage, Waste Disposal and Decontamination Activ. 30 - Trade and Repair of Motor Vehicles and Motorcycles

31 - Wholesale trade, except Motor Vehicles and Motorcycles 32 - Retail Trade

33 - Ground Transportation 34 - Waterway Transportation

35 - Air Transportation 36 - Storage and Transport. Aux. Activ., Mail and Other Delivery Activ.

37 - Public Administration, Defense and Social Security 38 - Lodging and Food

39 - Information and Communic., except Telecommunication 40 - Telecommunication

41 - Financial and Insurance Activities and Related Services 42 - R. State, Profes., Scien., Tech., Adm., and Compl. Serv. Activ.

43 - Education 44 - Human Health and Social Services

45 - Arts, Culture, Sports and Recreation 46 - Legal Entities Headquartered Abroad

1 The collors refer to activity subsectors1The colours refer to activity subsectors
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Figure 1.13 – Credit Balance Change versus Labor Relationship Change by Economic Subsector          
in 20161

1 - Agriculture, Livestock, Forestry, Fisheries and Aquaculture 2 - Extractive

3 - Food Products Manufacturing 4 - Beverage Products Manufac.

5 - Tobacco Products Manufacturing 6 - Textile Products Manufacturing

7 - Wearing Apparel and Accessories Manufacturing 8 - Leather Tanning, Leather Products Manuf., Travel Accessories and Footwear

9 - Timber Products Manufacturing 10 - Pulp, Paper and Paper Products Manufacturing

11 - Printing and Reproduction of Recordings 12 - Coke, Petroleum-derived Products and Biofuel Manufacturing

13 - Chemical Products Manufacturing 14 - Pharma chemicals and Pharmaceutical Products Manufacturing

15 - Rubber and Plastic Products Manufacturing 16 - Non-metallic Mineral Products Manufacturing

17 - Metallurgy 18 - Metal Products Manufacturing, except Machinery and Equipment

19 - IT Equip., Electronic and Optical Products Manufacturing 20 - Electrical Machines, Appliances and Materials Manufacturing

21 - Machinery and Equipment Manufacturing 22 - Motor Vehicles, Trailers and Bodywork Manufacturing

23 - Other Transport. Equip. Manufac., except Motor Vehicles 24 - Furniture Manufacturing

25 - Other Products Manufacturing 26 - Machinery and Equipment Maintenance, Repair and Installation

27 - Construction 28 - Electricity and Natural Gas

29 - Water, Sewage, Waste Disposal and Decontamination Activ. 30 - Trade and Repair of Motor Vehicles and Motorcycles

31 - Wholesale trade, except Motor Vehicles and Motorcycles 32 - Retail Trade

33 - Ground Transportation 34 - Waterway Transportation

35 - Air Transportation 36 - Storage and Transport. Aux. Activ., Mail and Other Delivery Activ.

37 - Public Administration, Defense and Social Security 38 - Lodging and Food

39 - Information and Communic., except Telecommunication 40 - Telecommunication

41 - Financial and Insurance Activities and Related Services 42 - R. State, Profes., Scien., Tech., Adm., and Compl. Serv. Activ.

43 - Education 44 - Human Health and Social Services

45 - Arts, Culture, Sports and Recreation 46 - Legal Entities Headquartered Abroad

1 The collors refer to activity subsectors
1The colours refer to activity subsectors

Sources: MTE and BCB

45-degree line
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Finally, we compare changes in the number of employment 
relationships and delinquency rates in 2016 (Figure 
1.14 – for better visualization, the telecommunications 
sector, which had an increase of 26 p.p. in delinquency, 
was omitted). Despite the visually negative relationship 
between the two variables, the correlation is relatively 
low (-0.25), which shows that there is no clear association 
between the number of layoffs and the deterioration of the 
quality of the credit portfolio in the sectorial comparison.

Corporate Credit by Size9/10

The analysis of the behavior of the credit portfolio 
balance according to the criterion of borrower’s size 
shows that large companies increased their share in 
the volume of credit. In 2015, this share was 55.8% 
of the total credit, rising to 56.8% in 2016 and 63.9% 
in 2017 (Figure 1.15). The reduction of medium-sized 
companies’ percentage of participation occurred only in 

9 The companies’ sizes are informed by financial institutions to the BCB, 
through the Credit Information System (SCR), and must adopt the 
following classification (when a company’s size is classified differently 
by different financial institutions, the mode is used, i.e. the size most 
repeated): Microenterprise: companies with annual gross revenue 
equal to or less than R$360,000.00, as established in article 3, item I, 
of Complementary Law 123, of December 14, 2006. Small company: 
companies with annual gross revenue higher than R$360,000.00 and 
equal to or less than R$3,600,000.00, as established in article 3, item 
II, of Complementary Law 123, 2006. Medium company: companies 
with annual gross revenue greater than R$3,600,000.00 and equal to or 
less than R$300,000,000.00, provided that its total assets do not exceed 
R$240,000,000.00. Large company: companies with gross annual 
revenue exceeding R$300,000,000.00 or whose total assets exceeds 
R$240,000,000.00, as established in article 3, single paragraph, of Law 
11,638, of December 28, 2007..

10 The data presented herein may differ from other BCB publications, since 
transactions transferred to non-SFN institutions are considered, while 
credits from abroad are not considered.

Table 1.10 – Corporate Delinquency by Sector
R$ milhões

Discriminação Dec. 2015 Dec. 2016 Dec. 2017

2015 2016 2017

Total 2.6                 3.5                 2.9                 0.7 0.8 -0.5
Agriculture, Livestock, Forestry, Fisheries and Aquaculture 4.7                 9.4                 3.3                 0.3 4.6 -6.1
Extractive 0.3                 1.7                 0.5                 -0.5 1.3 -1.2
Manufacturing 2.4                 2.8                 2.6                 0.6 0.4 -0.2
Construction 4.3                 5.6                 6.8                 1.9 1.3 1.2
Public Utility Industrial Services 0.4                 0.4                 0.9                 0.3 0.1 0.5
Trade and Repair of Motor Vehicles and Motorcycles 5.1                 5.9                 4.7                 1.6 0.7 -1.2
Transport, storage and mail 2.6                 2.8                 1.8                 1.0 0.2 -1.0
Public Administration, Defense and Social Security 0.1                 0.4                 0.0                 0.0 0.3 -0.4
Other Services 3.1                 6.2                 4.6                 0.6 3.1 -1.6
Legal Entities Headquartered Abroad 0.0                 0.2                 2.7                 0.0 0.1 2.5

Change (p.p)

55.8% 56.8%
63.9%

29.8% 30.2%
24.0%

10.8% 9.6% 9.1%
3.6% 3.4% 3.0%

2015 2016 2017

Figure 1.15 – Percentage of Corporate Credit 
Portfolio Balance in the SFN by Size

Micro Small Medium Large

%

Itemization
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Figure 1.14 – Delinquency Change versus Labor Relationship Change1

1 - Agriculture, Livestock, Forestry, Fisheries and Aquaculture 2 - Extractive

3 - Food Products Manufacturing 4 - Beverage Products Manufac.

5 - Tobacco Products Manufacturing 6 - Textile Products Manufacturing

7 - Wearing Apparel and Accessories Manufacturing 8 - Leather Tanning, Leather Products Manuf., Travel Accessories and Footwear

9 - Timber Products Manufacturing 10 - Pulp, Paper and Paper Products Manufacturing

11 - Printing and Reproduction of Recordings 12 - Coke, Petroleum-derived Products and Biofuel Manufacturing

13 - Chemical Products Manufacturing 14 - Pharma chemicals and Pharmaceutical Products Manufacturing

15 - Rubber and Plastic Products Manufacturing 16 - Non-metallic Mineral Products Manufacturing

17 - Metallurgy 18 - Metal Products Manufacturing, except Machinery and Equipment

19 - IT Equip., Electronic and Optical Products Manufacturing 20 - Electrical Machines, Appliances and Materials Manufacturing

21 - Machinery and Equipment Manufacturing 22 - Motor Vehicles, Trailers and Bodywork Manufacturing

23 - Other Transport. Equip. Manufac., except Motor Vehicles 24 - Furniture Manufacturing

25 - Other Products Manufacturing 26 - Machinery and Equipment Maintenance, Repair and Installation

27 - Construction 28 - Electricity and Natural Gas

29 - Water, Sewage, Waste Disposal and Decontamination Activ. 30 - Trade and Repair of Motor Vehicles and Motorcycles

31 - Wholesale trade, except Motor Vehicles and Motorcycles 32 - Retail Trade

33 - Ground Transportation 34 - Waterway Transportation

35 - Air Transportation 36 - Storage and Transport. Aux. Activ., Mail and Other Delivery Activ.

37 - Public Administration, Defense and Social Security 38 - Lodging and Food

39 - Information and Communic., except Telecommunication 41 - Financial and Insurance Activities and Related Services

42 - R. State, Profes., Scien., Tech., Adm., and Compl. Serv. Activ. 43 - Education

44 - Human Health and Social Services 45 - Arts, Culture, Sports and Recreation

46 - Legal Entities Headquartered Abroad

1 The collors refer to activity subsectors1The colours refer to activity subsectors

Sources: MTE and BCB
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2017. Conversely, micro and small enterprises (MSEs) 
participation declined both in 2016 and 2017. The MSE 
credit portfolio balance had a significant reduction – in 
2017, this balance is 13% lower than in 2016, and 29% 
lower than in 2015 (Figure 1.16).

Between 2015 and 2017, despite the decrease in 
participation in terms of the credit portfolio balance, the 
relative participation of MSEs increased slightly, from 
75.9% to 78.4%, and from 94.1% to 95.6%, respectively, 
in terms of number of operations (Table 1.11) and number 
of borrowers (Table 1.12). The increase in the number 
of MSE operations is a result of a drop in the number of 
small businesses and an increase in microenterprises. It 
is possible that companies formerly classified as small 
have shrunk and then became microenterprises. Also, 
the increase in the number of microenterprises may 
result from the change in the minimum amount of credit 
operations that must be reported to the BCB by the 
financial institutions mentioned above. 

184,842
148,184

131,438

60,799

52,362

43,271

2015 2016 2017

Figure 1.16 – MSEs Credit Portfolio Balance

Small Micro

245.641

200.547

174.709

- 29%

- 13%

R$ million

Table 1.11 – Number of Corporate Operations by Size

2015 % 2016 % 2017 %

Large 1,725,783   4.0% 1,495,101   3.7% 1,720,354   4.6%

Medium 8,667,429   20.1% 8,252,465   20.4% 6,300,442   17.0%

Small 22,328,755 51.8% 20,096,611 49.7% 15,924,524 42.9%

Micro 10,361,407 24.0% 10,599,351 26.2% 13,148,371 35.4%

Total 43,083,374 100.0% 40,443,528 100.0% 37,093,691 100.0%

Number of corporate 
operations by size

Table 1.12 – Number of Corporate Borrowers by Size

2015 % 2016 % 2017 %

Large 10,219        0.2% 10,947        0.2% 12,868        0.3%

Medium 235,715      5.7% 247,492      5.5% 191,255      4.2%

Small 1,670,635   40.2% 1,644,805   36.5% 1,386,945   30.2%

Micro 2,239,246   53.9% 2,599,956   57.7% 2,998,177   65.3%

Total 4,155,815   100.0% 4,503,200   100.0% 4,589,245   100.0%

Number of corporate 
borrowers by size
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The percentage of the credit granted by size is examined, 
in order to investigate the possible reasons for the 
significant reduction in the participation of MSEs in the 
volume of credit (Figure 1.17). As there is no significant 
change in the participation by sizes over the period, 
possibly this reduction was due to the maturity and 
non-renewal of credit operations in the MSE portfolio, 
as old operations which face difficulties to rollover are 
not accounted as new grants. Otherwise it may be due 
to business decisions of MSEs, such as investment 
reductions or deleveraging in periods of weaker results. 
There is also the possibility of closure of some enterprises 
or size reductions.

Regarding the origin of resources – although a large part 
of the MSE credit portfolio is made up of earmarked 
resources (Table 1.13) –, when compared to other 
enterprises of different sizes, the MSEs have a low 
volume of earmarked resources (Figure 1.18), which 
represents 10.8% of the total resources destined to 
corporations in 2015, and only 7.2% in 2017.

Most of the earmarked resources used by microenterprises 
in 2017 ( Figure 1.19) came from funds raised in savings 
deposits for real estate credit operations11 (42.2%), and 
from the Brazilian Development Bank-BNDES (17.2%). 
For small-sized companies, the largest source of funds 
came from the BNDES system: 31.9% from the Special 
Industrial Financing Agency (Finame)12 and 22.9% from 
BNDES (Figure 1.20).

As to credit types most used by MSEs (Figure 1.21), 
“Working Capital” and “Infrastructure and Development 
Financing” are the main ones, accounting for 53% of 
the portfolio balance in December 2017. Regarding 
the number of operations (Figure 1.22), receivables 
represent the majority of operations contracted by MSEs 
in December 2017: 38.6% for micro, and 56.4% for 
small-sized enterprises.

Between 2015 and 2017, the longer-term credit types 
lost share to others, which may be the reason for the 
reduction in the average value of loans in this segment 
(Figures 1.23 and 1.24).

This change in the profile of the MSE credit portfolio, as 
well as the increase in the share of short-term operations 

11 Funds raised in savings deposits by entities that are part of the Brazilian 
System of Savings and Loan (SBPE) for real estate credit operations, in 
accordance with Resolution 3,932, of December 16, 2010.

12 The Special Industrial Financing Agency (Finame) is a Brazilian public 
company, a subsidiary of BNDES.

Micro enterprise 2015 2016 2017 ∆

Earmarked resources 45% 45% 29%

Non-earmarked resources 55% 55% 71%
Small enterprise

Earmarked resources 32% 30% 27%

Non-earmarked resources 68% 70% 73%

Table 1.13 – Credit Operations Source for Micro and Small 
Enterprises
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(Table 1.14) in the microenterprises portfolio —from 8% 
to 13% between 2015 and 2017—, and in the small-sized 
companies portfolio —from 14% to 16% in the same 
period— may be due to the credit crunch that happened in 
the country during the period analyzed. This crunch made 
it difficult to obtain longer-term loans and discouraged 
investments, as well.

Credit granted to MSEs is highly concentrated in banks, 
which hold about 90% of the portfolio balance. Credit 
unions, however, increased their participation in credit 
lending to MSEs between 2015 and 2017. This increase 
in credit unions activity is less intense with medium-
sized companies and non-existent in the case of large 
companies, which indicates that credit unions were an 
important alternative for MSEs in the credit crunch period 
(Table 1.15). Strengthening the relationship between 
credit unions and MSEs may facilitate access to credit.

In the 2015 and 2017 comparison, delinquency rose for 
all company sizes. Regarding MSEs, the delinquency rate 
reached 8.2% for microenterprises, and 9.9% for small 
enterprises in 2017 (Figure 1.25).

The higher delinquency rates of MSEs, excluding “Other 
credits” (mainly formed by operations that could not be 
classified in other types), are in “Working Capital” type 
(6.8% for micro and 8.8% for small-sized companies), 
which is the most relevant type in the MSE portfolio, and 
“Revolving Working Capital” type (12.8% for micro and 
11.1% for small-sized companies) (Table 1.16 ).

In short, the MSEs represented, in December 2017, 95.6% 
of the borrowers, 78.4% of the credit operations and 
12.1% of the corporate credit volume within the SFN.

The credit unions activity seems to have contributed 
to attenuate the reduction of credit to MSEs. Given the 
period of credit restrictions, it is inferred that banks have 
focused more on large corporations, making MSEs resort 
to credit unions.

Although they were not affected by the credit crunch 
in the period compared to other corporations in terms 
of new credit grants, there was a slight deterioration in 
their credit portfolio, with an increase of delinquency and 
migration to shorter-term, more expensive credit types.

Therefore, it is worth monitoring whether the upward 
trend in MSEs’ delinquencies observed between 
2015 and 2017 – especially in microenterprises – will 

Earmarked 
resources

27%
Non-earmarked 

resources
73%

Figure 1.20 – Percentage of Credit Portfolio Balance 
of Small Enterprises by Funding Source – 2017
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continue in the coming years. Improving the economic 
outlook from 2017 onward may reverse this trend 
and improve the ability of small-sized companies to  
finance themselves.

1.3 Credit Portability

Credit portability13  has grown14 (Figure 1.26). A total of 
2.1 million requests15 have been conveyed in 2017 (up 
93.7% over 2016), totaling R$16.9 billion (an increase 
of 122.2%). The average value of the ported contract 
was close to R$8,000, an increase of about one thousand 
Brazilian Reais. This growth results mainly from the 
increase in the contract’s average pending term, from 42 
months in 2016 to 49 months in 2017.

An explanation for this increased portability is the 
fall of the Selic rate (Figure 1.27). The decrease in the 
reference rate made it possible to improve the original 
conditions of contracts of payroll-deducted credit, since 
the granting fees in this credit type —usually practiced 
close to the regulated maximum rates—, fell marginally 
in the period.16

The main credit type ported was payroll-deducted credit, 
which accounted for 99.9% of both total requests and 
the requests effectively carried out, as well as for 99.5% 
of the amount ported. Although the cost of reimbursing 
the original creditor is proportionally superior to other 

13 In addition to the portability of credit, the BCB has taken other initiatives 
to ensure the freedom of transit of customers between institutions, such 
as, for example, wage portability in Chapter 6 herein.

14 The quantities and values presented are based on the data from the Credit 
Transfer Center (CIP CTC) and refer to the harvest of orders, a method 
that groups the contracts according to the date (month / year) of request.

15 The portability market involves, in addition to the customer, two actors: 
the original creditor, the institution that granted the credit, and the 
proposer, institution that will be the destination of the contract transferred. 
Frequently, there is also involvement of a financial mediator. Generally, 
portability requests can be classified in one of the following four situations: 
done (when it is executed); canceled (at the request of the client, or at 
the proposer’s discretion – credit policy for example); retained (when the 
process is halted by the original creditor due to renegotiation or to some 
inconsistency in data); and pending (request waiting for some action. If 
not effected, withheld by the creditor or canceled by the tenderer, it will 
be canceled by the registrar).

16 The maximum INSS rate was 2.14% p.m. (28.9% p.y.) at the beginning 
of 2015, increased to 2.34% p.m.  (32%.p.y.) in October 2015, returned 
to 2.14% p.m. (28.9% p.y.) at the end of March 2017, and fell again to 
2.08% p.m. (28.0% p.y.) at the end of September 2017; in payroll-deducted 
loans for federal public servants, the ceiling fell from 2.50% p.m. (34.5% 
p.y.) to 2.20% p.m. (29.8% p.y.) and 2.05% p.m. (27.6% p.y.) in the  
same references. 
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Table 1.14 – Credit Operations Terms for Micro and 

Credit operations term  2015 2016 2017 ∆

Micro enterprise

Long term 88% 85% 82%

Short term 12% 15% 18%

Small enterprise

Long term 86% 86% 84%

Short term 14% 14% 16%

Small Enterprises



2017  |  Banking Report  |  29

credit types17 the reason why there is portability almost 
exclusively of payroll-deducted loans, in addition to what 
was mentioned in the previous paragraph, is due to the 
particularities of this credit type. Payroll-deducted loans, 
as well as vehicle financing and real estate financing, 
often imply the presence of an intermediary financial 
agent. However, portability of payroll-deducted loans is 
more agile because there is no bound to an alienated good. 
This fact facilitates the operation of the intermediary 
agent in the quest to maintain the customer’s loan 
volume and, at the same time, generate intermediation 
commissions.

Not all portability requests are granted. Different 
situations may occur with each one of them. Historically, 
the distribution of portability requests by situation has 
remained more or less stable, with a slight increase in 
acceptances (Figure 1.28). In general, more than half 
of the requests are granted, one third is withheld due to 
renegotiation or data inconsistency, and the remainder 
is canceled, whether by the customer or the proposer. 

The 2017 accumulated value of payroll-deducted 
contracts ported (R$16.9 billion) is equivalent to 10.9% 
of the total payroll-deducted loans granted (R$155.0 
billion) in the same period.18 Despite the significant 
volume ported, portability is not able to affect the 
market behavior regarding the rates offered: most 
payroll-deducted operations still apply rates close to the 
maximum rate allowed in each covenant (Figure 1.29).

1.4 Quarterly Survey on 
Credit Conditions

Since March 2011, at the end of each quarter, the BCB 
collects the financial institutions’ assessments on the 
conditions of the national banking credit, through the 
Quarterly Credit Conditions Survey (PTC). 

In 2017, the sample of financial institutions included 46 
conglomerates and independent financial institutions, 

17 Reimbursement of Loan Origination Fees (RCO) is a compensation paid by 
the proposer to the original creditor when portability is granted. The value 
is defined by the Portability Management Committee (self-regulation), 
in accordance with the value ported. The cost for payroll-deducted loans 
is relatively higher than the other loan types in all the delimited bands of 
outstanding debt balance, taking the band’s average value as reference. The 
complete table, effective as of November 26, 2016, is available at: <https://
www.cip-bancos.org.br/Paginas/InformativosOperacionaisCTC.aspx>.

18 See Press Release – Monetary and Credit Statistics of March, 26, 2018.

Table 1.15 – Balance Percentage by Granting Segment
Balance percentage 2015 2016 2017

Large 100% 100% 100%

Banking 98.6% 98.3% 99.5%

Cooperatives 0.2% 0.2% 0.2%

Non-banking (excluding cooperatives) 1.2% 1.5% 0.3%

Medium 100% 100% 100%

Banking 95.1% 94.2% 93.3%

Cooperatives 2.6% 3.1% 4.7%

Non-banking (excluding cooperatives) 2.4% 2.7% 2.0%

Small 100% 100% 100%

Banking 93.7% 91.7% 88.3%

Cooperatives 5.1% 7.0% 10.1%

Non-banking (excluding cooperatives) 1.1% 1.3% 1.6%

Micro 100% 100% 100%

Banking 93.7% 91.9% 88.0%

Cooperatives 4.8% 6.3% 9.9%

Non-banking (excluding cooperatives) 1.6% 1.7% 2.1%
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Figure 1.25 – Corporate Delinquency by Size
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which, in December, held about 90% of total credit.19 
The PTC’s questions address credit for the following 
segments: large companies; micro, small and medium-
sized enterprises (MSMEs); household consumption; 
and housing.

Factors Determining Credit  
Supply Behavior

Considering the factors attributed by institutions as most 
important to their ability or willingness to offer credit, 
figures 1.30a to 1.30d show whether they perceive these 
factors as inducing to more flexible conditions (positive 
values) or more restrictive conditions (negative values) 
in the credit supply.

In general, the factors listed as more important have become, 
according to the institutions, less restrictive in 2017, but 
with differences among the segments. In the corporate 
segment, conditions at the end of 2017 were still considered 

19 In addition, in December 2017, these 46 conglomerates or independent 
financial institutions accounted for around 90% of total credit of the 
corporate segment – large companies (23 institutions); 88% of the 
corporate segment – micro, small and medium enterprises (31 institutions); 
87% of the household segment – consumption (21 institutions); and 99% 
of the housing credit segment (eight institutions). 
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Table 1.16 – Delinquency Rate of Corporate Credit Operations by Type

MSEs Delinquency by Credit Type Participation in Total 
Delinquency in 2017 2015 2016 2017 ∆

Micro 100.0% 6.6% 7.6% 8.2%

Working capital 26.7% 8.7% 7.8% 6.8%
Infrastructure/Development/Projects/Others 18.6% 1.0% 1.1% 2.7%

Other credits 17.5% 26.2% 23.8% 21.2%

Investment 13.7% 4.6% 6.5% 5.3%

Real estate 9.0% 1.0% 1.8% 3.5%

Revolving working capital 7.7% 17.2% 18.5% 12.8%

Receivables 5.3% 2.3% 2.3% 2.2%

Rural and agribusiness 1.3% 6.4% 11.3% 1.9%

Foreign trade 0.2% 0.0% 1.2% 0.3%

Small 100.0% 8.1% 10.6% 9.9%

Working capital 33.6% 8.3% 11.2% 8.8%
Infrastructure/Development/Projects/Others 22.3% 4.2% 5.1% 4.7%

Other credits 16.5% 19.8% 21.6% 25.6%

Investment 8.2% 7.2% 8.3% 5.3%

Revolving working capital 7.5% 11.2% 13.5% 11.1%

Receivables 7.2% 4.4% 5.0% 3.0%

Real estate 3.0% 1.3% 2.2% 5.1%

Rural and agribusiness 1.5% 1.6% 5.5% 1.7%

Foreign trade 0.2% 1.8% 15.9% 5.8%

Dec Dec Dec
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restrictive, especially for MSMEs, while in the household 
segment conditions were around or close to neutrality.

For large companies, it is noteworthy the improvement 
in the perception of domestic economic conditions 
throughout 2017, in line with the economic recovery 
process. In the case of MSMEs, the main restrictive 
factors reported were “Customer specific conditions”, 
“Delinquency level” and “Risk tolerance level”.

According to participating institutions, consumer income 
commitment, portfolio delinquency, and risk tolerance 
reached neutrality levels in 2017Q4, in earmarked 
household consumption credit. In housing credit, besides 
the improvement in the levels of income commitment, 
tolerance to risk, employment and salaries, we highlight 
the significant change in the factor “Cost/availability of 
funding”, which reached a neutrality status at the end 
of 2017, after being the main determinant of restrictive 
conditions at the beginning of 2015.

Factors Determining Credit  
Demand Behavior

Regarding factors attributed by institutions as most 
important for influencing credit demand, figures 1.31 a to 
1.31.d show whether institutions perceived these factors 
as increasing demand (positive values) or as reducing 
demand (negative values).

Regarding credit for large enterprises, the “Working Capital 
Requirement” factor became positive at the end of 2017, 
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Figure 1.30a – Contributing Factors1/

Credit Supply – Large Enterprises

1/ Values presented correspond to an average score (between -2 – influencing towards more 
restrictive conditions and  +2 – influencing towards more flexible conditions) assigned by 
respondents to the effects of different factors on credit supply.
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Figure 1.30b – Contributing Factors1/
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respondents to the effects of different factors on credit supply.
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Figure 1.30c – Contributing Factors1/

Credit Supply – Household Consumption

1/ Values presented correspond to an average score (between -2 – influencing towards more 
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Figure 1.30d – Contributing Factors1/

Credit Supply – Housing

1/ Values presented correspond to an average score (between -2 – influencing towards more 
restrictive conditions and  +2 – influencing towards more flexible conditions) assigned by 
respondents to the effects of different factors on credit supply.
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Figure 1.31a – Contributing Factors1/

Credit Demand – Large Enterprises

1/ Values presented correspond to an average score (between -2 – influencing towards 
decrease in demand and  +2 – influencing towards increase in demand) assigned by 
respondents to the effects of different factors on credit demand.
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Figure 1.31b – Contributing Factors1/

Credit Demand – Micro, Small and Medium Enterprises

1/ Values presented correspond to an average score (between -2 – influencing towards 
decrease in demand and  +2 – influencing towards increase in demand) assigned by 
respondents to the effects of different factors on credit demand.
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Figure 1.31c – Contributing Factors1/

Credit Demand – Household Consumption

1/ Values presented correspond to an average score (between -2 – influencing towards 
decrease in demand and  +2 – influencing towards increase in demand) assigned by 
respondents to the effects of different factors on credit demand.
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whereas the need for investment in fixed capital still 
appeared as a negative factor, although less effectively 
than in 2016. For MSMEs, the need for working capital 
is a factor of demand for credit, but changes in interest 
rates also appear as a stimulatory element.

In earmarked household consumption credit, factors 
“Employment level/wage opportunities”, “Level of 
consumer income commitment”, and “Change in interest 
rates” reached low levels during 2016Q2, recovered since 
then and signaled an increase in credit demand at the end 
of 2017. In the housing credit segment, factors “Change 
in interest rates”, “Consumer income commitment”, and " 
Employment level /wage opportunities" improved during 
2017, with the first two ending the year as accommodative 
factors. Conversely, “Consumer confidence" showed a less 
significant improvement and still represents a restrictive 
influence on demand, according to respondent institutions.

1.5 Prospects for Credit 

Since 2014, the PTC includes in the survey of the first 
quarter of year questions on changes in the balance 
of credit and delinquencies in the SFN expected by 
institutions at the end of the year. Figures 1.32 to 
1.39show the expectations of institutions and values 
observed.20  The median of expectations for the variation 
of outstanding credit was above that observed in 2016 
and 2017 for the segment of large enterprises and the 
segment of micro, small and medium enterprises.21 In 

20 The blue circles in the figures refer to forecasts informed by financial 
institutions for each year and their diameter is proportional to the number 
of coincident estimates. The medians of expectations are represented by 
the pink circles and the values actually observed in 2016 and 2017 are 
represented by the green circles. It should be noted that the financial 
institutions use different classification criteria for the segmentation of 
enterprises by size. These are not necessarily coincident with those 
used in this Report for the presentation of results. As a consequence, 
expectations for corporations show a greater level of dispersion than those 
for households, whose segmentation criteria are more homogeneous. 

21 Differently from results for corporations, those for households may be 
compared with historical series published by the BCB. The reference for 
the balance of household consumption segment is the 20.570 series, named 
Saldo da carteira de crédito com recursos livres – Pessoas físicas – Total 
(Non-earmarked credit operations outstanding – Households – Total) and 
the reference for the segment’s delinquency is the 21.112 series, named 
Inadimplência da carteira de crédito com recursos livres – Pessoas físicas 
– Total (Delinquency on non-earmarked credit operations - Households – 
Total). The reference for the housing credit balance is the 20.612 series, 
named Saldo da carteira de crédito com recursos direcionados – Pessoas 
físicas – Financiamento imobiliário total (Earmarked credit operations 
outstanding - Households - Real Estate Financing Total Balance). 
The reference for the delinquency rate is the 21.151 series, named 
Inadimplência da carteira de crédito com recursos direcionados – Pessoas 
físicas – Financiamento imobiliário total (Delinquency on earmarked 
credit operations - Households - Real Estate Financing Total Balance).
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contrast, the variation of outstanding credit for household 
consumption in 2017 was higher than the median of 
expectations, while that of housing credit was around 
the median. Regarding the delinquency rate, the values 
observed were similar to the median in the case of 
households but lower in the case of corporations.

For 2018, the median forecasts of the financial institutions 
collected in March 2018 indicate an increase of 2.8% in 
the outstanding credit for large companies; increase of 
4.0% for micro, small and medium-sized enterprises; 
7.2% expansion in the outstanding credit for household 
consumption; and an increase of 5.5% in the outstanding 
credit for housing. Therefore, the financial institutions´ 
expectations are that the growth of household credit in 
2018 will be similar to that observed in 2017, whereas, 
for corporate credit, expectations are that the negative 
values of 2017 should become positive by 2018.

Also, the medians of forecasts reported by financial 
institutions point to a delinquency rate of 2.1% large 
enterprise credit segment; 4.0% for micro, small 
and medium-sized enterprises; 4.5% for household 
consumption credit; and 1.8% for housing credit 
operations. In general, the values expected are similar to 
those observed in 2017, although with slight variations.

Thus, it can be deduced that the financial institutions´ 
projections indicate an expectation of credit market 
recovery for 2018. The recovery, which had already been 
expected since 2016, has been occurring in the household 
segment, and indicators of supply and demand show 
that the financial institutions already regard that these 
segments returned to normality. For the corporate credit 
segment, the credit balance continued to fall, contrary 
to the expectation of increase. In this period, companies 
looked for financing alternatives in the capital markets.22

The BCB projections also point to the growth of credit in 
2018 (Table 1.17), although with differences in relation 
to those of the PTC. Projections for new operations were 
made based on models, in the analysis of a set of factors 
and the exercise of judgment. Projections are conditional 
on the trajectory of GDP as estimated by the BCB and the 

22 The box “Financing from the capital market and the external sector and 
corporate debt stock” in the Inflation Report of March 2018 presents 
evidence of growth in the volume of financing outside the SFN in 2016 
and 2017.
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interest rate extracted from the Focus Market Readout, 
among other relevant variables.23

In line with the economic recovery, it is projected that the 
path of the credit balance for households will continue to 
show improvement and may achieve nominal growth of 
7.5% at the end of the year. In turn, the corporate credit 
portfolio shall present a smaller decrease than that of 2017 
and record a nominal contraction of 2.0% in December 
2018, notably due to a more benign performance of credit 
with non-earmarked resources, but still insufficient to 
compensate for the negative performance of earmarked 
credit operations. These operations will continue to be 
influenced by a significant financial deleveraging of 
corporations, a greater dynamism of the capital markets 
and external funding flows and by a change in the relative 
cost of earmarked credit, with repercussions on the 
demand for resources in the SFN.

In turn, nominal growth of 7.0% for operations with non-
earmarked resources and a 1.0% fall for operations with 
earmarked resources are projected, while the total credit 
portfolio of the SFN should reach a nominal expansion 
of 3.0% in 2018.

23 Among other assumptions, were considered the GDP projection in the 
March 2018 inflation Report and the trajectory of the base interest 
rate from BCB’s Focus Market Readout (the median of the aggregate 
expectations of market agents).
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Table 1.17 – Credit balance in 2017 and projections for 2018
                12-month change (%)

Type 2017 2018

Household credit 5.7 7.5

Corporate credit -6.7 -2.0

Non-earmarked credit 1.8 7.0

Earmarked credit -2.8 -1.0

Total credit -0.5 3.0
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Box 1 – Credit Usage by people enrolled in the 
Cadastro Único24

Promoting improved well-being through access and appropriate use of financial products by citizens is a global 
goal. Six of the seventeen United Nations Sustainable Development Objectives to be achieved through 2030 
include financial services in their goals.

Financial inclusion and financial education play key roles in the increasing well-being of individuals and 
households. People need to have access to adequate products and know how to use them, to rip the benefits of 
financial services. In this sense, Banco Central do Brasil (BCB) defined financial inclusion as the “process of 
effective access and use of financial services that are suitable to the people’s needs and may contribute to their 
life standards” (Report on Financial Inclusion 2015).

This box introduces an unprecedented measure of credit usage by the low-income population. It is known that 
the problem of financial inclusion occurs mainly in lower income classes. For this reason, an analysis focused 
on this part of the population is necessary to identify any problems of insertion and imbalances that could limit 
the benefits of such inclusion or even make it harmful, such as in cases of uncontrolled indebtedness.

Within this agenda, the BCB and the Ministry of Social Development (MDS), manager of the CadÚnico 
(the Registry for Social Programs of the Federal Government), have established a partnership to appraise the 
financial inclusion of the population enrolled in the CadÚnico and the Bolsa Família Program’s beneficiaries. 
This assessment will guide actions aimed at financial inclusion and education, allowing the formulation and 
improvement of public policies for productive inclusion under the MDS jurisdiction. This box is the first result 
of this partnership.

The CadÚnico is regulated by Decree 6,135, of June 26, 2007, and it is the main instrument of the Brazilian 
State for selecting and including low-income families under the umbrella of the federal social programs. It is 
mandatorily used when distributing social allowances through any of such programs (Programa Bolsa Família 
and Benefício de Prestação Continuada), or granting subsided access to electricity and telephone (Tarifa Social 
da Energia Elétrica and Telefone Popular), among others. Additionally, as an incentive to financial inclusion 
when complying with rules on the compulsory allocation of demand deposits, the CMN Resolution 4,574 of May 
26, 2017, allows the amount of production-oriented microcredit destined to people enrolled in the CadÚnico 
to be multiplied by two.25

The CadÚnico, composed of families with monthly income of up to half a minimum wage per person or with 
monthly family income up to three minimum wages26, is an instrument that identifies and describes low-income 

24 Cadastro Único is a tool that localizes and identifies low-income families, allowing the Brazilian government to understand the social-economic 
reality of this population segment.

25 Total microcredit granted in the second half of 2017 for the CadÚnico members was R$2.1 billion.
26 As of 2016, are eligible to the Bolsa Familia program all households with a per capita income up to R$85,00/month or between R$85,01 and  

R$170,00/month, provided they have children or teenagers up to 17 years-old.
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households, capturing data on their socioeconomic reality, such as housing infrastructure, each person’s identity, 
schooling, working status and income.

In order to measure the use of credit by this low-income population, the CadUnico data of each December from 
2012 to 2017 was matched to the data of BCB’s Credit Information System (SCR), which stores information 
on all credit operations performed in Brazil for borrowers with total liability (RT)27 of at least R$200.

The Taxpayer Identification Number (CPF) is the link between the two databases. Thus, all records from the 
CadUnico that did not bear this identification number were put aside28. Approximately 90% of these records 
corresponded to people under 18 years of age. As the participation of minors as credit borrowers is low, this 
exclusion is not expected to affect substantially the results obtained from the matching with the SCR.29, 30

Also, given that in 2016 the SCR had a reduction in the total liability threshold above which all credit operations 
are mandatorily reported by the financial institutions,31 a homogeneous cut was applied to data from 2012 to 
2017, considering only individuals with total liability over R$1,000, with the objective of making a comparison 
during that time period.

Table B1.1 shows the number of individuals with CPF enrolled in CadÚnico after the implementation of the 
criteria mentioned above, including a breakdown between beneficiaries and non-beneficiaries of Bolsa Familia 
between 2012 and 2017. It also records the number of individuals with active loans and the corresponding 
penetration of credit, given by the percentage of people with at least one active credit operation within the  
two groups.

27 Total liability comprises the total credit portfolio (sum of credits due, overdue and recorded as loss), financial allocations and co-liabilities.
28 In 2017, of the 76.539.461 enrolled, 48.623.558 (63.5%) had a CPF.
29 In December 2017, the participation of people younger than 18 years-old in the SCR was only 0.02% of the borrowers and 0.004% of the  

outstanding balance.
30 In order to eliminate any outdated and/or duplicate records, were kept only records in which the last update on the individual preceded the reference 

date in up to two years (criterion used by the MDS for the maintenance of benefits) and, in the case of repetition of a CPF, only the most up-to-date 
record was considered. Nevertheless, a few thousand occurrences of people with duplicate records on the same date were observed and disregarded 
(in 2017, for example, only 3,726 CPFs were in this condition). For instance, the analysis of a few cases allowed detecting the participation of a 
person in more than one family or the use of the mother’s CPF to register a child. Although the analysis of these cases seems to be interesting, for 
the sake of simplicity and due to their small participation in the population, it was decided they would be eliminated from the base.

31 Initially, it was determined that financial institutions were obliged to send individualized information on contracts with total liability of R$5,000.00 
or more. Subsequently, this amount was reduced to R$1,000.00 in 2012, and, as of June 2016, this limit was reduced to R$200.00. For the purpose 
of calculating the balance and counting of customers, the amounts recorded for losses were discounted.

Year 2012 2013 2014 2015 2016 2017

Total of individuals in CadUnico 24,065 30,054 32,925 34,385 34,914 38,620

        Without Bolsa Familia 7,717 10,681 12,538 13,728 14,647 16,160

        With Bolsa Familia 16,348 19,373 20,386 20,657 20,266 22,460

Total of individuals in CadUnico with active 
loans 4,561 6,053 6,687 6,840 6,472 6,700

        Without Bolsa Familia 2,014 2,968 3,615 4,110 4,205 4,416

        With Bolsa Familia 2,547 3,086 3,072 2,729 2,267 2,284

Penetration of credit (%) 19.0 20.1 20.3 19.9 18.5 17.3

        Without Bolsa Familia 26.1 27.8 28.8 29.9 28.7 27.3

        With Bolsa Familia 15.6 15.9 15.1 13.2 11.2 10.2

Sources MDS and BCB

(total liability greater than R$1,000.00)
Table B1.1 – Number of Indivíduals in CadÚnico with Access to Credit

Thousands of people
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Over time, there was an increase in the number of 
individuals in both CadÚnico groups, which are 
quite different, concerning the level of credit usage. 
The penetration of credit in the group beneficiary 
of Bolsa Família (10%–16% range) is lower than 
that recorded for the other group (26%–30% range), 
with a relatively higher income.32 In both sets, there 
is a reduction of credit penetration at the end of the 
period, corresponding to the economic recession and 
beginning of recovery. The figure reached its peak for 
the lower income group in 2013, while this occurred 
only in 2015 for non-beneficiaries of Bolsa Família.

Figure B1.1 presents the total outstanding balance, 
measured in Brazilian reais in December 2017. In 
the period under analysis, the total credit balance 
peaked in 2014 (around R$72 billion). However, it 
is possible to note different trends in the two subsets 
considered. While the balance of credit operations 
in the group of beneficiaries of Bolsa Familia 
presented a decrease since 2015, the balance of non-
beneficiaries, in general, has grown during the whole 
period considered, albeit at a less intense pace in the 
last three years.

Figure B1.2 shows the per capita balances as a 
combination of balances and number of persons. The 
trends of both groups are similar, but the beneficiaries 
of Bolsa Família maintained a balance 20% to 30% 
lower than the other group. Finally, Figure B1.3 shows 
that the average default rate among the beneficiaries 
of the Bolsa Família is considerably higher than the 
average observed for registered individuals who do 
not receive this benefit.

The results in this box are only a first approach to the 
subject of credit usage by the population enrolled in 
the CadÚnico, composed of a large share of the low-
income people in the country. The deepening of the 
matter —considering the borrowers’ profile and the 
types of credit used— will be the object of an issue 
of the MDS Study Notebook and the BCB’s Financial 
Citizenship Report. 

32 Using a limit of R$200 instead of R$1.000,00 for 2017, one observes 
a total penetration of 25.5% (36.8% for the group without Bolsa 
Familia and 17.4% for the group with Bolsa Familia).
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Box 2 – Profile of Credit Card Users and Revolving 
Credit Interest Rate

This box describes the profile of credit card users in Brazil and investigates the relationship between interest 
rates on revolving credit operations and some observable characteristics of individuals, such as education, age, 
employment, and income.

The analysis uses several databases, with information from December 2017. Information on credit card types33 
and the outstanding credit of the active credit card portfolio, and the amount of monthly interest charged on 
regular and non-regular revolving credit card operations were extracted from the Credit Information System 
(SCR) of the Banco Central do Brasil (BCB). Information on formal employment contracts of 2016 and 
2017 comes from the Annual Report of Social Information (Rais) and the General Register of Employed and 
Unemployed (Caged), released by the Ministry of Labor. Individual data on Unemployment Insurance were 
extracted from the Unemployment Insurance Management Base (BGSD) of the Secretariat of Public Policies 
for Employment. Individual information on the beneficiaries of the social assistance programs contained in 
the Single Registry of Social Programs of the Federal Government (CadÚnico) is provided by the Ministry of 
Social Development (MDS).

The database comprises information about 49.9 million individuals, with total balance in the active credit card 
portfolio of R$191 billion. Among these individuals, 15.6 million had an outstanding debt balance on regular 
revolving credit card, and 2.6 million had an outstanding debt balance on non-regular revolving credit card. In 
addition, 41.8% (20.9 million) were formally employed; 1.6% (786 thousand) received Unemployment Insurance; 
16.1% (8.1 million) were beneficiaries of some social program (mostly Bolsa Família — Family Allowance); 
8.9% (4.4 million) were dismissed between 2016 and 2017 and did not receive Unemployment Insurance or 
Bolsa Família; and 36.3% (18.1 million) were not mapped by the databases used.34 

Table B2.1 compares the profiles of individuals who used no-installment credit cards or installments credit cards 
without resorting to revolving credit —a situation in which interest rates are not charged—, against individuals 
who financed their revolving credit card invoices, paying interest rates.

Regarding regular and non-regular revolving credit cards, there is smaller participation of individuals with high 
level of education, as well as greater participation of individuals recently out of the formal labor market and 
beneficiaries of social programs. In addition, the participation of individuals with less time of employment and 
lower income is also greater in the revolving credit card than in the no-installment or installments credit cards 
sponsored by retailers.

Figure B2.1 shows the composition of the outstanding debt balance of credit cards for each level of education. 
A discrepancy is observed only for individuals that have at least some college education (but no degree), who 
less frequently use the revolving credit to fund the payment of credit card invoices. This difference seems to be 

33 The credit card types are: no-installment credit card or with  installments sponsored by retailer, regular revolving credit card (invoice not fully paid 
but with payment equal to or higher than the minimum required), non-regular revolving credit card (payment less than the minimum required) 
and installments credit card (payment in installments with interest). One individual may have outstanding debts in several cards at the same time. 
The payroll-deducted credit card is not a subject of this box.

34 Categories do not exclude each other. For instance, individuals may be beneficiaries of social programs and be formally employed.
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associated with the income differential between the 
groups since there is no significant income difference 
between the individuals with education below some 
college education (but no degree).

Table B2.2 shows the correlation between interest 
rates paid in the revolving credit card (regular and 
non-regular) and some observable characteristics of 
individuals. The features used are income, age, total 
credit card and revolving credit card balance, debt 
service reversed ratio (ratio between income and 
total credit card balance), and a variable that indicates 
whether the individual has an education higher or 
equal to some college (but no degree).

For both types of revolving credit, there is a negative 
correlation between, on the one hand, the interest rate 
and, on the other hand, income, age and education of 
the individual. It is also observed that higher interest 

Table B2.1 – Credit Card, Mapped User's Profile 
December - 2017

No-installment or in installments Regular Non-regular

sponsored by retailer revolving revolving

Education (% of individuals)

    Up to incomplete elementary 6.4% 7.8% 7.3%

    Elementary 6.7% 8.4% 8.4%

    Less than high school diploma 4.3% 5.5% 6.7%

    High school 42.3% 50.7% 55.5%

    From some college (but no degree) on 40.4% 27.6% 22.1%

   Total 100.0% 100.0% 100.0%

Employment and social programs (% of individuals)

    Formal jobs 71.4% 63.5% 54.3%

    Receiving unemployment benefits 2.1% 2.6% 3.9%

    Laid-off without benefits1/ 12.9% 13.5% 20.5%
    Bolsa Família beneficiary 19.9% 28.2% 29.6%

Other characteristics (average)2/

    Age (number of years) 40.3 40.5 36.7

(12,6) (13,0) (12,6)

    Years of service (number of months) 77.1 65.8 44.9
(97,1) (90,0) (75,8)

    Income + benefits (R$ thousands) 3,478                                                 2,302                 1,751                 
(5.354) (3.551) (2.823)

    Credit card outstanding debt (R$ thousands) 3,437                                                 3,831                 3,510                 
(5.611) (6.522) (7.192)

Number of individuals 14,530,944                                        9,878,152          1,726,662          

Sources: Rais; BGSD; MDS; BCB.
1/ Laid-off individuals in 2016 and/or 2017 that do not receive unemployment or Bolsa Família benefits.
2/ Standard deviation in brackets.
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rates are associated with higher indebtedness individuals. That is, individuals of higher age, higher income, 
higher education and less indebtedness (who therefore have a lower risk profile) pay lower interest rates. 
Although significantly different from zero from a statistical point of view and in line with the expected results, 
the magnitudes of the correlations found are relatively low, which indicates that the interest rates are not very 
sensitive to the individuals’ profile.

Table B2.2 – Correlation Matrix1/

Revolving Credit Card Interest Rate 

Panel A: Regular revolving (1) (2) (3) (4) (5) (6) (7)

(1) Monthly interest rate 1

(2) Credit card total balance -0.049* 1

(3) Regular revolving balance -0.149* 0.377* 1

(4) Income + benefits -0.054* 0.395* 0.139* 1

(5) Debt service reversed ratio -0.007* -0.011* -0.009* 0.008* 1

(6) Age -0.039* 0.139* 0.063* 0.134* 0.002* 1

(7) From some college (but no degree) on -0.051* 0.251* 0.095* 0.371* 0.0003 0.060* 1

Panel B: Non-regular revolving (1) (2) (3) (4) (5) (6) (7)

(1) Monthly interest rate 1

(2) Credit card total balance -0.074* 1

(3) Regular revolving balance -0.088* 0.439* 1

(4) Income + benefits -0.092* 0.395* 0.133* 1

(5) Debt service reversed ratio -0.010* -0.011* -0.003* 0.008* 1

(6) Age -0.114* 0.139* 0.082* 0.134* 0.002* 1

(7) From some college (but no degree) on -0.055* 0.251* 0.113* 0.371* 0.0003 0.060* 1

1/ * Means 1% level significance
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2Funding

The outstanding amount of funding of the banking system 
remained stable at nominal values between the years 2016 
and 2017. Through this period, the most relevant changes 
occurred in the participation of the different instruments 
in the composition of the stock, with emphasis on the 
growth of time deposits and savings deposits, and the 
significant reduction in the inventories of repurchase 
agreements backed by private securities. At a less intense 
pace, the aggregate portfolios of Agribusiness Credit 
Bills (LCA), Real State Credit Bills (LCI) and other 
instruments also declined (Figures 2.1 and 2.2)35.

Among the instruments with a negative performance, 
the contraction in the stock of repo operations backed 
by private securities’ reflects Resolution 4,527, in 
force since October 3rd 2016. The resolution prohibited 
funding through new repo operations (as of January 1st 
2018) backed by securities issued by institutions linked 
to or belonging to the same prudential conglomerate of 
the borrower. Additionally, it established a phasing out 
mechanism for the existing stock.36 As a consequence, 
the total stock of this kind of repo operations ranged 
from R$330 billion in December 2016 to R$163 billion 
in December 2017 (down 50.6%). This decrease was 
partially offset by the increase from R$26 billion to R$51 
billion in the stock of repo operations backed by securities 

35 Time deposits: certificates of deposit, receipts of deposit, time deposits 
with special guaranty by the Fundo Garantidor de Crédito (FGC – 
Credit Guarantee Fund). Subordinated debts: subordinated certificates of 
deposit, subordinated financial notes and other capital instruments. Other 
instruments: structured notes, bills of exchange, financial notes, mortgage 
notes, box spread strategies with options. Repurchase agreements 
(repo): refers only to repo collateralized by private-issued securities. 
Repo collateralized by the Brazilian federal government securities were 
not considered into the funding concept used in this report, as they are 
operations by which banks exchange liquidity.

36 Resolution 4,527 extended, to repo operations backed by securities issued 
by members of the same conglomerate of the borrower, the ban, existing 
since 2006, for prohibiting the contracting of repurchase agreements 
backed by own-issued securities, harmonizing the regulatory framework 
on the matter. The theme was discussed in the Financial Stability Report 
published in April 2017 (https://www.bcb.gov.br/?fsr201704).
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issued by companies not belonging simultaneously to the 
borrower’s conglomerate. The declines in the portfolios 
of LCA and LCI are related to the dynamics of credit 
operations that must back the issue of such bills, as well 
as the alternative funding through savings deposits by 
some institutions.

Among the instruments with a positive performance, a 
highlight is the growth of time deposits stocks (basically 
CDBs, whose inventory increased R$120.2 billion, or 
20.3%) with the migration of a substantial portion of 
resources previously invested in repo operations. In 
turn, there was a migration of some of these operations 
outwards the banking system (investments in investment 
funds37 or in the capital market). The funding with time 
deposits was also encouraged by regulatory changes38 
aimed at improving the rules of reserve requirements, 
which allowed the reduction of the cost of compliance.

Savings accounts recorded positive net funding in 2017, 
after two consecutive years (2015 and 2016) of negative 
net funding (Figure 2.3). From the saver’s point of 
view, the fall in the Selic interest rate contributed to the 
perception of an improvement in the competitiveness of 
the savings return when compared to other investment 
instruments, especially considering lower value 
deposits, given the income tax exemption and the lack 
of administration or custody fees. On the banks’ side, 
the fall in the Selic interest rate, bringing it closer to the 
remuneration of both the savings accounts and reserve 
requirements on the savings deposits39, together with 
the regulatory changes, also contributed to the reduction 
of the opportunity cost of the tranche compulsorily 
collected at the BCB.

Individuals and corporations not classified in specific 
categories of investors constitute the main source of 
funding for the banking system, with a 63% share of the 
total stock in December 2017. The share attributed to 
the public sector (14% of the total in December 2017) 
corresponds, for the most part, to the intermediation 
of financing from governmental programs or credit 

37 According to information provided by the Association of Financial and 
Capital Market Entities (ANBIMA in the Portuguese Acronym), the net 
funding of investment funds amounted R$271 billion in 2017.

38 Resolution 4,573 and Circulars 3,823, 3,835, 3,836 and 3,867, published 
in in the context of the “Reducing Credit Costs” pillar of the BC + Agenda 
in 2017.

39 As established in Circular 3,093, the remuneration of the tranche 
compulsorily collected from the BCB is the same remuneration paid by 
financial institutions to depositors.
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lines40. Non-resident investors and institutional investors 
complete the relevant sources of funding for the banking 
system with about 10% participation for each category in 
December 2017. The aggregate portfolio of institutional 
investors and investment funds declined by 6% in the 
second half of the year due to the reduction, by banks, of 
the offering of instruments with interest rates attractive 
enough for such investors (Figure 2.4).

Although with small participation in the total outstanding 
amount (1.3%), intermediated funding41 has gained 
relevance among small and medium-sized banks that 
have lending as their main activity, accounting for 16.3% 
of their total funding in December 2017 (Figure 2.5). 
This was the main structural change observed in the 
recent past in the funding profile of smaller institutions, 
and it is explained by the increase in the supply of 
fixed income instruments issued or sold by financial 
institutions through internet-based investment platforms, 
which, for this group of institutions, represents access 
to a larger base of investors, longer funding terms, 
replacement of external funding by domestic funding 
and less dependence on resources under professional 
management.

From the investor’s perspective, the internet-based 
investment platforms represent a broadening of the 
market for fixed income instruments issued by financial 
institutions, providing more alternatives for investment by 
allowing access to a diverse universe of issuing financial 
institutions without additional research costs. Thus, the 
negotiation of fixed income instruments in electronic 
platforms contributes to promoting competitiveness 
among financial institutions on fundraising, especially 
considering that the Internet tends to reduce the 
asymmetry of information.

Intermediated funding has become more attractive by 
the guarantee provided by the FGC up to the amount 
of R$ 250,000 per investor, by financial institution or 
conglomerate, pursuant to Resolution 4.222, as of May 
23rd 2013. On the other hand, a relevant aspect of deposit 
guarantee arrangements is the balance between the benefit 
it provides for the purpose of financial stability in the 
prevention of “bank runs” and the potential moral hazard 
inherent to the guarantee that may induce investments 
without adequate risk assessment of the issuer. The search 

40 Housing, Rural Credit, Machinery and Equipment, Urbanization, 
Innovation, etc.

41 Intermediated funding is funding from customers from other financial 
institutions which act as intermediaries between the investor and the issuer.
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for such a balance justifies the recent regulatory changes 
introduced by Resolutions 4,620, as of December 21st 
2017 and 4,653, as of April 26th 2018. The former, while 
maintaining the guarantee of R$250,000 per institution or 
conglomerate, limits the coverage of the FGC guarantee 
to R$1 million per investor through a four-year period. 
Such a limit is considered adequate to maintain the 
protection provided to less qualified investors, while 
at the same time discouraging the morally hazardous 
behavior of a few investors. The latter resolution 
introduced the collection of an additional contribution 
to be paid by the financial institutions as of January 
2020, according to the FGC’s exposure arising from the 
instruments issued by each of them and subject to the 
ordinary guarantee42, with the objective of promoting 
a better market discipline, discouraging the use of the 
FGC guarantee as a preponderant element for attracting 
investors to financial institutions.

Broadly speaking, the banks´ funding costs showed a 
downward trend through 2017, in line with the downward 
cycle of the Selic interest rate in the period (Figure 2.6). 
The difference between the pace of decline of the Selic 
rate and the cost of funding is due to the large share of 
earmarked resources composing the total funding of the 
SFN and the fact that these resources have their maximum 
rates fixed. The relationship between the Selic rate and 
the cost of credit is the subject of Box 6 in Chapter 3.

On the one hand, this new level of interest rates 
significantly reduces the difference between the funding 
costs of earmarked and non-earmarked resources. On the 
other hand, it encourages companies to consider issues 
in the capital markets (debentures or commercial notes) 
as sources of financing43. Thus, the strategies of the 
financial institutions to deal with the lower profitability 
of treasury operations and the displacement of a part of 
the demand for credit to the capital market will be key 
to the profitability that the banking system will present 
in the new interest rate environment.

42 Excluding demand deposits, savings deposits and deposits in accounts 
non-withdrawable by bank cheques, according to Resolution 4,653  
of 2018.

43 Topic discussed in the Inflation Report of December 2017 (https://www.
bcb.gov.br/htms/relinf/ing/2017/12/ri201712b5i.pdf) and of March 2018 
(https://www.bcb.gov.br/htms/relinf/ing/2018/03/ri201803b6i.pdf).
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3Credit Cost and Spread Decomposition

This chapter presents the decomposition of credit cost in 
Brazil, as measured by the Average Cost of Outstanding 
Loans (ICC), published by the Banco Central do 
Brasil (BCB) since April 2017. The ICC estimates the 
average cost of credit for outstanding operations from 
the borrower’s perspective, regardless of the date.44 
Therefore, the ICC includes information from both recent 
and previous outstanding contracts.

Figure 3.1 shows the evolution of the ICC and the 
spread calculated from this indicator, between December 
2014 and December 2017. In general, the ICC and its 
spread increased until the end of 2016, entering into a 
downward trend since the beginning of 2017, in line with 
the monetary easing process initiated in October 2016.45

3.1 ICC Decomposition

The ICC decomposition aims to identify and measure the 
main factors determining borrowers’ credit cost.46 Table 
3.1 presents the items used in the decomposition. These 
items are grouped into five components, as follows (with 
the corresponding lines of Table 3.1):

44 For methodological details on the ICC estimation, please see Technical 
Note 45 of Banco Central do Brasil, “Indicador de Custo de Crédito”, 
June 2018.

45 In view of the fact that the ICC takes in consideration  all outstanding 
credit contracts, this indicator tends to respond more slowly to changes in 
the Selic rate, compared to interest rates on credit granting. In addition, the 
methodology for calculating the interest rates of credit granting (named 
as “applied rates” in the Press Releases Monetary and Credit Statistics) 
differs from ICC methodology in other respects (in this regard, see box 
“Internal Rate of Return and Cost of Credit Indicator”).

46 For further details on the methodology used in ICC decomposition, please 
see box “Methodology of Credit Cost and Spread Decomposition”.

11

12

13

14

15

16

14

16

18

20

22

24

Dec
2014

Jun Dec
2015

Jun Dec
2016

Jun Dec
2017

spread in p.p.ICC in p.p.

Figure 3.1 – The ICC and its spread

ICC ICC Spread



2017  |  Banking Report  |  47

1) “Funding cost” (B): estimates the interest paid by 
financial institutions on their funding, as in the case of 
time deposits;

2) “Delinquency” (H + I + J): captures losses arising 
from non-payment of debts or interest, in addition to 
discounts granted;

3) “Administrative expenses” (G): presents the several 
administrative expenses incurred by financial institutions 
to carry out their credit operations, such as personnel and 
marketing expenses;

4) “Taxes and FGC” (D + E + F + L): shows the taxes 
that customers and financial institutions are required to 
pay on credit operations. Customers pay the Financial 
Operations Tax (IOF), and financial institutions pay 
Contribution to the Social Integration Program (PIS) 
and Contribution for Social Security Financing (Cofins), 
Income Tax (IR) and Social Contribution on Net Income 
(CSLL). All these affect the ICC. Also, all institutions 
related to the Credit Guarantee Fund (FGC) shall 
contribute monthly to the fund with a specific percentage 
of their guaranteed accounts balance.47

5) “ICC Financial margin” (M): includes the portion 
of the ICC that remunerates the institutions for credit 
activity (profit from credit operations) and other factors 

47 For further details on the institutions associated to the FGC, collaterals 
offered, and monthly contribution please visit https://www.bcb.gov.br/fis/
fgc/introducao-fgc.asp.

Table 3.1 – ICC Composition

Itemization 2015 2016 2017

  A.1 - Average ICC 20.64 22.57 22.25
  A.2 - Adjustment by capitalization method 1.73 2.04 1.99

A - Average ICC adjusted (A.1 - A.2) 18.91 20.52 20.26
  B.1 - Resources funding cost 8.00 8.46 7.77

  B.2 - Adjustment by capitalization method 0.28 0.31 0.26

B - Adjusted resources funding cost (B.1 - B.2) 7.72 8.15 7.50

C - Spread (A - B) 11.19 12.37 12.76

D - FGC expenditure 0.08 0.08 0.09
E - IOF (Financial Operations Tax) 0.41 0.40 0.40

F - Contributions to PIS and Cofins 0.82 0.88 0.87

G - Administrative Expenses 2.81 3.00 3.26

H - Estimated loss 3.05 3.63 3.71

I - Interest not received on operations with a delay equal to or greater than 60 days 0.68 0.90 0.91

J - Discounts granted 0.21 0.24 0.26

K - ICC margin before IR and CSLL (C - D - E - F - G - H - I - J) 3.12 3.24 3.26

L - IR and CSLL 1.30 1.46 1.47

M - ICC Financial Margin (K - L) 1.82 1.78 1.79

percentage points (p.p.)

https://www.bcb.gov.br/fis/fgc/introducao-fgc.asp
https://www.bcb.gov.br/fis/fgc/introducao-fgc.asp
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not mapped by the methodology, as well as errors and 
omissions in the estimates.

Tables 3.2 and 3.3 and Figure 3.2 show ICC decomposition 
in 2015, 2016 and 2017, according to the aforementioned 
factors. The funding cost stands out as the main 
component of borrowers’ credit cost in this period 
(an average of 39.2% over the three years). After that, 
Delinquency (an average of 22.7%), Administrative 
expenses (an average of 15.2%), Taxes and FGC (an 
average of 13.8%) and, finally, Financial Margin of the 
ICC (an average of 9.0%) follow. It is worth noting that 
the factors rank positions remained the same in the period.

The contribution of the funding cost to the ICC, in 
percentage points, decreased in 2017, reflecting monetary 
easing.48 Delinquency contribution increased, especially 
when compared to 2015, reflecting the effects of the 
economic recession. In turn, taxes contribution increased 
on edge in 2016, partly due to the increase from 15% to 
20% in the CSLL for financial institutions, that occurred 
in September 2015. In turn, the ICC’s financial margin 
remained stable during this period.

3.2 ICC Spread Decomposition

Based on the ICC, one can calculate its spread. For this 
purpose, the portion corresponding to the funding cost 
shall be excluded. The spread decomposition allows 
identifying the factors determining the borrowers’ credit 
cost, leaving out the market conditions effects related to 
the cost of funding resources, such as the level of the 
Special System for Settlement and Custody rate (Selic 
rate).

Tables 3.4 and 3.5 and Figure 3.3 report the ICC spread 
decomposition. The contributions in percentage points 
are the same as those reported for the ICC decomposition, 
but the percentage shares of all components increase due 
to the exclusion of the funding cost.

When considering average values   between 2015 and 
2017, delinquency accounts for 37.4% of the ICC spread, 

48 The funding cost declines more slowly than the Selic rate for two 
reasons:  i) the measure encompasses the costs valid when granting the 
loan; e ii) a significant amount of the funding receive interest based on 
rates that have low sensitivity to the Selic rate (for instance, the return 
on savings when the Selic rate is greater than 8.5%) or is not paid (cash 
deposits). Regarding the correlation between the Selic rate changes and 
funding costs, please refer to box “Effects of Selic Rate Changes on 
Credit Operations Interest Rates”.

Table 3.2 – Adjusted Average ICC Decomposition

Itemization 2015 2016 2017 Average

1 - Funding cost 7.72 8.15 7.50 7.79

2 - Delinquency 3.94 4.77 4.88 4.53

3 - Administrative Expenses 2.81 3.00 3.26 3.02

4 - Taxes and FGC 2.61 2.82 2.82 2.75

5 - ICC Financial Margin 1.82 1.78 1.79 1.80

Adjusted Average ICC (1 + 2 + 3 + 4 + 5) 18.91 20.52 20.26 19.90

percentage points (p.p.)

Table 3.3 – Adjusted Average ICC Decomposition

Itemization 2015 2016 2017 Average

1 - Funding cost 40.84 39.70 37.03 39.19

2 - Delinquency 20.85 23.25 24.10 22.74

3 - Administrative Expenses 14.88 14.61 16.09 15.19

4 - Taxes and FGC 13.81 13.74 13.93 13.83

5 - ICC Financial Margin 9.61 8.69 8.84 9.05

Adjusted Average ICC (1 + 2 + 3 + 4 + 5) 100.00 100.00 100.00 100.00

percentage of the Adjusted Average ICC

39.2%

22.7%

15.2%

13.8%

9.0%

Figure 3.2 – ICC Decomposition 
Average from 2015 to 2017

Funding cost Delinquency Administrative Expenses

Taxes and FGC ICC Financial Margin

Table 3.4 – ICC Spread Decomposition

Itemization 2015 2016 2017 Average

1 -  Delinquency 3.94 4.77 4.88 4.53

2 -  Administrative Expenses 2.81 3.00 3.26 3.02

3 -  Taxes and FGC 2.61 2.82 2.82 2.75

4 -  ICC Financial Margin 1.82 1.78 1.79 1.80
ICC Spread (1 + 2 + 3 + 4) 11.19 12.37 12.76 12.11

percentage points (p.p.)
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followed by Administrative Expenses (25.0%), 49 Taxes and 
FGC (22.8%) and, lastly, ICC financial margin (14.9%).

3.3 Simulations on the effect of 
components on the ICC

The impact of hypothetical changes on some of the 
components mapped in Section 3.1 cannot be inferred 
directly from the figures presented in that section. It 
is also necessary to consider the effects on the other 
components. For example, a reduction of any component 
reduces the ICC, but in doing so, also leads to a decrease 
in taxes and FGC contributions.

This section presents simulations of the impact on the 
ICC spread, setting its financial margin at the original 
value of 2017 (except for the last simulation, which sets 
the margin at zero). The simulations were carried out 
based on the decomposition presented in Section 3.2 and, 
for simplicity purposes, by setting to zero the contribution 
of the component under analysis.

According to the simulations performed (Table 3.6), the 
delinquency impact on the ICC spread is about 5.1 p.p. 
(from 12.8% to 7.7%). In the case of Administrative 
Expenses and Financial Margin, the impact of each 
component is about 3.6 p.p. (from 12.8% to about 9.1%).50

Another simulation performed, which seeks to validate 
the values presented in Section 3.2, is the comparison with 
the spread of credit operations whose determinants are 
well defined. The spread of the Brazilian Preferential Rate 

49 There is a significant increase in the participation of administrative costs, 
when compared with the spread decomposition based on the previous 
methodology. Applying the new costs allocation procedure to the old 
methodology, everything else constant, the administrative cost average 
share for the years 2011 to 2016 is 23.98%, as opposed to the 3.78% 
previously obtained. This difference stems mainly from the fact that, 
in the previous methodology, the revenue from services was deducted 
from the overall administrative costs, and the residual administrative 
cost was allocated to credit, foreign exchange and trading (treasury-only 
operations). At the time of elaboration of the old methodology (2004), 
it was assumed that services were not a product in itself, but just a 
source for covering part of the administrative costs. In the current 
procedure, services are considered as a product, and it is assumed that 
the institution’s financial resources allocate their resources proportionally 
to the average profitability of its main products: provision of services, 
credit and trading. For methodological details on the allocation of 
administrative costs, please refer to box “Methodology of Credit Cost and  
Spread Decomposition”.

50 Although the participation of the financial margin in the ICC is less than 
that of administrative expenses, the zeroing of the financial margin has 
a similar impact on the ICC spread due to the higher effect on Taxes and 
FGC components resulting from the incidence of Corporate Income Tax 
(IRPJ) and Social Contribution on Net Income (CSLL).

Table 3.5 – ICC Spread Decomposition

Itemization 2015 2016 2017 Average

1 -  Delinquency 35.25 38.57 38.27 37.36

2 -  Administrative Expenses 25.16 24.23 25.55 24.98

3 -  Taxes and FGC 23.35 22.79 22.13 22.76

4 -  ICC Financial Margin 16.24 14.41 14.04 14.90

ICC Spread (1 + 2 + 3 + 4) 100.00 100.00 100.00 100.00

percentage points (p.p.)

37.4%

25.0%

22.8%

14.9%

Figure 3.3 - ICC Spread Decomposition
Average from 2015 to 2017

1 -  Delinquency 2 -  Administrative Expenses
3 -  Taxes and FGC 4 -  ICC Financial Margin
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(TPB)51 can fulfill this role. The components Delinquency 
and Administrative Expenses may be considered small 
and reasonably close to zero in this exercise, as they are 
the spread of operations between financial institutions 
and their prime clients. In this context, Figure 3.4 
compares the TPB spread (STPB) with the spread based 
on the ICC, excluding Delinquency (SICC-EX-Ris) and 
Administrative Expenses (SICC-EX-RisAdm).

As expected, the STPB —that has a credit risk factor 
close to zero and modest Administrative Expenses 
when compared to retail operations—52 is lower than the 
spread calculated from the ICC —that encompasses all 
credit operations. When only Delinquency is excluded 
(SICC-EX-Ris), the STPB is still lower than the spread 
computed from the ICC. Conversely, the ICC spread net 
of both factors, Default and Administrative Expenses 
(SICC-EX-RisAdm), is very close to the STPB, which 
validates the magnitudes found with the methodology 
used for the decomposition.

3.4 Effects of Reserve Requirements 
and Earmarked Credit

It is reasonable to assume that reserve requirements53 
affect the structure of income and expenses of financial 
institutions and, therefore, the borrowers’ credit cost.

51 The TPB (historical series code 20.019 created in September 2011) is 
calculated by the BCB and computes the average rate of the non-earmarked 
resources prefixed operations dealt between financial institutions and 
their low-risk prime customers. The monthly accumulated Selic rate — 
annualized to 252 business days (historical series code 4.189) —  
was used as the funding cost for calculating the TPB spread. Afterwards, 
a simple TPB spread average was calculated for each year analyzed.

52 Considering the same credit volume, retail operations require more 
administrative expenses, as they demand more people, premises, security, 
and technological resources.

53 As required by law, reserve requirements are resources that the financial 
institutions must deposit in the BCB

Table 3.6 – ICC Spread simulation in p.p. (2017)

Itemization Original value Zero 
delinquency

Zero 
administrative 

expenses

Zero financial 
margin

1 - Delinquency 4.88 0.00 4.67 4.67

2 - Administrative Expenses 3.26 3.26 0.00 3.26

3 - Taxes and FGC 2.82 2.64 2.66 1.20

4 - ICC Financial Margin 1.79 1.79 1.79 0.00
ICC Spread (1 + 2 + 3 + 4) 12.76 7.69 9.12 9.13

percentage points (p.p.)
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The ICC and ICC spread decompositions presented 
in the previous sections do not capture the effects of 
the existence of reserve requirements. These effects 
cannot be captured by the Accounting Plan of National 
Financial System Institutions (Cosif), nor directly 
estimated by other measures. The reason is that this 
estimate requires the use of the concept of opportunity 
cost, that is, the unrealized potential profitability that the 
amounts deposited compulsorily in the BCB could have if 
financial institutions were free to allocate those resources 
elsewhere. Moreover, since the BCB pay interest on 
most of the reserve requirements, they practically do not 
generate a financial impact on the institutions’ results, 
since the revenues from the reserve requirements are 
close to the funding expenses. In this way, the possible 
effects of reserve requirements on credit occur through 
an unobservable opportunity cost. For this reason, the 
inference of the effects of reserve requirements involves 
high uncertainty, since it depends on a set of hypotheses 
about the behavior of financial institutions and their 
clients. In Box 6 “Methodology for Assessing the Effects 
of Reserve Requirements and Earmarked Credit”, is 
presented the methodology for assessing the impact of 
reserve requirements on the ICC.

In this section, a counterfactual scenario is elaborated in 
which part of the reserve are released. To this end, the 
following simplifying assumptions were adopted:

1) A new level of profit is estimated, considering that all 
the reserve released will be invested in securities (TVM), 
everything else constant;

2) Once this level of profit is maintained, subsequently 
the released resources are allocated in credit and TVM, 
following the same proportion observed before the 
release of the reserve requirements.

In this scenario, using data from 2017, the release of 
10% of the reserve would reduce the ICC by 0.1pp, from 
22.2% to 22.1% (Table 3.7).54

Similarly, an exercise involving the release of a certain 
amount of earmarked credit was performed, using the 
same hypothesis of a new level of profit and assuming 
that the released resources will be distributed between 

54 Extrapolations of these results should be made carefully, since a reduction 
of the interest rate on total credit won’t translate into a linear reduction of 
the volume of reserve required and the hypotheses adopted may not be 
valid when large volumes of resources are released. For more details, see 
box “Methodology for Assessing the Impact from Reserve Requirements 
and Earmarked Credit”
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the non-earmarked credit and the TVM to maintain the 
proportion observed before the release. In the case of a 
hypothetical exercise of releasing 10% of the earmarked 
credit, using 2017 data, there would be a reduction of 1.3 
p.p. in the interest rate and a 5.6% increase in the volume 
of non-earmarked credit (Table 3.8).55

55 Extrapolations of these results should be made carefully, since the 
reduction of the interest rate on non-earmarked credit is not related to a 
linear reduction of the volume of earmarked credit and the hypotheses 
adopted may not be valid when large volumes of resources are released. 
For more details, refer to box “Methodology for Assessing the Impact 
from Reserve Requirements and Earmarked Credit”

Year Selic 5/ r 1/ 4/ 5/ s 2/ 5/ r ' 3/ 4/ 5/ r ' - r 4/

2015 13.29 20.63 17.01 20.61 -0.03

2016 14.03 22.57 15.81 22.50 -0.07

2017 9.96 22.25 12.40 22.14 -0.11

1/ For the total credit rate  r , the ICC was adopted.
2/ Selic rate, s  (TVM Securities profitability calculated from Cosif).
3/ r  ' is the new credit rate after the release of reserve requirements.
4/ r  e r  ' in % p.y. and (r  ' - r ) in p.p.

5/ Rates considered as 12-month moving average.

Table 3.7 – Effects on the credit rate r  of a 10% partial 
reduction in required reserves

Year

r 1/ r' 2/ r' - r ΔL / L 4/ r liv 1/ r' liv 2/ r' liv  - r liv ΔL liv / L liv 4/

2015 20.64 22.47 1.83 -1.90 33.76 32.84 -0.92 5.79

2016 22.56 24.64 2.07 -2.07 38.10 36.87 -1.23 5.83

2017 22.25 24.10 1.85 -2.19 37.06 35.75 -1.31 5.60

1/ For r  and r liv the total credit ICC and the non-earmarked credit ICC are used, respectively.

3/ Values in % p.y.,  (r ' - r ) and (r 'liv - r liv) in p.p. and rates considered with 12-month moving average.
4/ ΔL/L and ΔL liv /L liv  are credit ratio considering outstanding credit in december year t  to december year t -1, for 
total credit and non-earmarked credit, respectively.

2/ r ' e r 'liv are the rates after the release of earmarked resources, considering the simplifying hypothesis: i) a new 
profit level is calculated taking into account that the totality of the resources released is invested in securities 
(TVM), everything else constant; ii) given this new profit level, the released resources are allocated between non-
earmarked credit and securities, to keep proportion to the moment before the release.

Table 3.8 – Effects on credit rate of a 10% reduction in earmarked credit

Total Credit 3/ Non-earmarked credit 3/
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Box 3 – Revolving Credit Card Cost and 
International Practices 

The international comparison between interest rates charged on credit card transactions is hampered 
by Brazilian regulatory restrictions on charging non-regular revolving credit opening fees —when the 
minimum amount required for the invoice is not paid—56, a common practice in others jurisdictions 
such as the United States, the United Kingdom, the European Union, and others. In the United States, 
for example, non-regular revolving credit opening fees start at US$27, and if the user re-enters the 
non-regular revolving credit after six months of the first operation, the fees may reach up to US$38.57

For a better comparison with international statistics, this box simulates hypothetical interest rates that 
would result had it been allowed to charge fixed rates for the opening of non-regular revolving credit 
in Brazil, being kept constant the aggregate financial expenditure of debtors. The overly simplifying 
hypothesis is that the demand for revolving credit would not adjust to the new composition of the 
financial costs involved. The purpose of the exercise is simply to obtain hypothetical interest rates 
that would be comparable to rates in countries where this fee collection is allowed. Note that in this 
case, as the fee is fixed and independent of the amount financed, there is a distributive effect, since 
individuals with low debit balances will have relatively higher expenditure than those with higher debt.

Table B3.1 shows the statistics of the credit card market in December 2017, with information extracted 
from the BCB’s Central Credit Risk System (SCR). The average total credit card balance per person 
was R$3,821, with an average balance in the regular revolving credit —when the invoice is not fully 
paid, but the payment is equal to or higher than the minimum required— of R$392 and an average 
balance of non-regular revolving credit of R$617. On average, individuals paid R$36 of interest on 
the regular revolving credit in the month and R$87 of interest on the non-regular revolving credit, 
representing, by this criterion, average monthly interest rates of 9.2% and 14.1% respectively.58

56 Resolutions 3,919 and 4,655 of the National Monetary Council (CMN), dated November 25, 2010 and April 26, 2018, respectively.
57 In the European Union, the fee ranges from € 15 to € 37, depending on the outstanding balance (http://www.magazine.com/using-a-credit-card-in-

france). In the Kingdom, the fee is around £ 12 (https://www.citizensadvice.org.uk/debt-and-money/borrowing-money/credit-cards/the-costs-and-
charges-ofcredit-cards/).

58 The rates published in Press Release – Monetary and credit statistics (Table 20B) correspond to the total effective cost, and are above the rates 
presented in this box.

December 2017

Mean Std. Dev. Mean Std. Dev.

No-installments and installments sponsored by retailer 44,238,170    3,396     6,606

Regular revolving 15,596,410    392        1,227 36 102

Non-regular revolving 2,565,408      617        1,430 87 176

Total 49,968,795    3,821     7,251

Table B3.1 – Credit Card Market

Balance (R$)Number of 
IndividualsType

Interest – Monthly (R$)

http://www.magazine.com/using-a-credit-card-in-france
http://www.magazine.com/using-a-credit-card-in-france
https://www.citizensadvice.org.uk/debt-and-money/borrowing-money/credit-cards/the-costs-and-charges-ofcredit-cards/
https://www.citizensadvice.org.uk/debt-and-money/borrowing-money/credit-cards/the-costs-and-charges-ofcredit-cards/
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In the United States, in December 2017, the average credit card outstanding debt per individual was US$4,800, 
and the average interest rate on the revolving credit card was around 1.3% per month. Delinquencies over 60 
days were 2% and amounts due for more than 180 days (registered as losses) were 6%.59

Figure B3.1 shows what would be the interest rates that would generate the same aggregate expenditure for the 
debtors, for different levels of non-regular revolving fees. The simulation uses the average outstanding loans 
and interest rates in the non-regular revolving credit observed in December 2017 (Table B3.1). It starts on an 
interest rate similar to the rate observed in December 2017 (14%), which does not charge any fee. For each 
R$10 increase in the hypothetical fee, the average interest rate calculated would be reduced by 1.62 p.p. per 
month, or 21.3 p.p. per year.

Fees practiced in the United States, when converted into Brazilian reais, would exceed the average interest 
expense on the non-regular revolving credit in Brazil, as of December 2017. However, a fee equivalent to 
half the amount charged in the United States —US$13.5 and US$19.0— would correspond to values between 
R$50.0 and R$69.060, and would reduce interest rates to 5.9% and 2.9% per month, respectively, keeping the 
same aggregate cost. However, if the ratio between the fees and the average credit card balance in the United 
States were used as a parameter, the equivalent fees in Brazil would be between R$21.0 and R$30.0. In this 
case, the interest rates on the non-regular revolving card that would generate the same aggregate cost would be 
between 10.6% and 9.2% per month, respectively —still a significant decrease in relation to the average rate 
practiced in Brazil at the end of 2017 and early 2018, which stood at around 14.0% per month. In turn, in any 
of the analyzed cases, the interest rate of the non-regular revolving credit in Brazil would have been higher 
than that practiced in the United States. These differences arise from other determinants of credit interest rates, 
such as the cost of funding, delinquency, administrative costs, taxes, and profit margin.

In early 2017, for prudential purposes, the CMN approved changes to the rules governing the debt balance 
financing of a credit card invoice. Under Resolution 4,549, dated January 26, 2017, the outstanding balance of 
an invoice not fully settled on maturity may only be financed by using the revolving credit until the maturity 

59  Information on fees and interest rates charged on revolving credit card operations overdue in the United States were obtained at the annual report 
on the credit card market of 2017 disclosed by the Consumer Financial Protection Bureau – CFPB, available at: <https://www.consumerfinance.
gov/data-research/research-reports/the-consumer-credit-card-market-2017/>.

60  The average exchange rate in May 2018 was used (R$3.63 per US dollar).
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of the subsequent invoice.61 From then on, the outstanding balance must be financed through a credit line 
with installments payments, under conditions that are more advantageous to the client than those practiced 
in the revolving credit type are. The limitation of the deadline of using the revolving credit has the potential 
to reduce default risk and seems to have contributed to declines in its interest rates. In accordance with the 
recommendation of the Public Prosecutor’s Office (MPF), and aiming to align regulations with the case law 
of the Superior Court of Justice (STJ), the Resolution 4,558 —dated February 23, 2017— changed the way 
banks may charge fines and interest on clients who delay payments, excluding the collection of interest on the 
amount overdue, the so called “default fee”. Immediately after those measures entered into force, there were 
significant decreases in the average interest rates practiced both in the case of the regular revolving credit and 
in the case of the non-regular revolving credit (Figure B3.2). Regular revolving credit interest rates fell from 
around 15% a month to around 10% or 11% a month, while non-regular revolving credit rates fell from about 
17% a month to 14% a month.

Subsequently, Resolution 4,655, of April 26, 2018, abolished the fixed 15% minimum payment of the invoice, 
leaving to banks the definition of the minimum percentage. Additionally, it prohibited the collection of any other 
values beyond the charges foreseen for payments overdue, unifying the collection of interest for the revolving 
credit type.

This box highlights the problem with comparability of credit card interest rates charged in Brazil and in other 
jurisdictions, because the rate reported in the latter does not include the credit opening fee. The same applies 
to the overdraft facility interest rate, which involves charging fees in several other countries. Conversely, the 
box also shows that, in the analyzed cases, the interest rates calculated on the revolving credit card in Brazil 
would still be higher than those practiced in markets where fees are applied, as in the United States, due to other 
determinants in the cost of credit.

61 This provision do not apply to credit cards and other postpaid payment instruments whose contracts provide for the payroll-deducted payment  
of invoices.
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Box 4 – Internal Rate of Return and Cost of  
Credit Indicator

This box analyses alternative methodologies for the aggregation of heterogeneous credit types in terms of 
interest rates and maturity. The aim summarizing that diversity in a single interest rate. For that, the Internal 
Rate of Return (IRR) concept is explored for a credit portfolio. The results are compared with those obtained 
by applying alternative aggregation methodologies of credit interest rates, among which the one adopted by 
Average Cost of Outstanding Loans (ICC), released by the Banco Central do Brasil (BCB).

New Transactions and Portfolio Rates

Financial institutions (FIs) provide to BCB —in compliance with Circular 3.870, dated December 19, 2017— 
interest rates of loans and financing new transactions granted in each working day of the month, segmented 
by the type of interest rate contracted (credit type) and by portfolio type. Based on this information, the BCB 
determines and releases, monthly, the National Financial System (SFN) consolidated lending interest rates for 
each credit type, as well as the rates of large segments of this market (total; households and corporate; earmarked 
and non-earmarked resources; and non-revolving credit).62

New transactions rates refer to the “cost” of credit granted for each month and may fluctuate in response to the 
state of the economy. For the same credit type, these rates are consolidated weighting by the respective volumes 
of new transactions in each month the average rates informed by the FIs, in annual terms. Aggregation of interest 
rates of distinct types uses the respective balances as weighting factors.63

Over time, amortizations, of credit previously granted, occur64 in installments or in totality, as well as new 
lending, resulting in a specific credit portfolio at the end of each month. This box aims to analyze alternative 
possibilities of summing up the diversity of this portfolio interest rates in a single interest rate.

The traditional way of aggregating cash flows with different maturities and interest rates is using the IRR. This 
interest rate equalizes, in a specific moment, the future cash flows of outstanding credit transactions. In other 
words, this is the rate that if applied to discount the cash flow of a credit operation makes its net present value 
equals to zero, as below: 

62 Information is released monthly in the Press Release – Monetary and Credit Statistics. To calculate the banking spread, these rates are denominated 
“application rates”.

63 Thus, new transactions rates are subjected to composition-effects that result from variations in the participation of each FI in the concessions of that 
credit type and from modification of the representativeness of each credit type balances in the total portfolio. 

64 Defaults may also occur, due to delays and possible non-payment of contractual obligations. In this box, it is supposed, to simplify the exercise, that 
all obligations are honored as specified in contracts.
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Where:

FC0 = cash flow value in moment zero (loans minus amortizations)

FCj = expected cash inflows or outflows in each period

i = IRR

The databases current avaible at the BCB do not provide information on the cash inflows and outflows of each 
credit operation. The alternative to calculating the stock of current credit transactions IRR, at each moment, 
is to find out an average interest rate for each period. This credit portfolio average rate can be computed using 
two methods that differ by aggregation level (or weighting) and annualized rates.

The first method entails aggregation of interest rates expressed on a monthly basis, followed by annualization. 
Firstly, the due interest amount is calculated for each credit type in a specific month. This value depends on 
the outstanding balance of all credit granted in previous months with maturity in the month of reference or in 
a forward date, and on the interest rates of the operations.  The total value of due interest, when divided by the 
outstanding credit operations balance in the reference date, results in a monthly average interest rate. Annualized, 
this average rate corresponds to the ICC, as detailed in Technical Note 45, Average Cost of Outstanding Loans.65 
For simplicity purposes, in the following text, this rate is referred to as obtained by the “monthlyzation” criterion.

The aggregation of interest rates may also be done directly from the rates expressed in annual percentage. This 
way, the resulting rate is referred to, in this box, as obtained by the “annualization” criterion. In this case, after 
obtaining the average interest rate of outstanding balances for a specific type, this rate is expressed in a yearly 
base. Only after this procedure is over these rates are weighted by their respective balances in the month of 
reference.66

Next, theoretical exercises compare IRR with these average interest rates.

Simulations

In light of the impossibility of calculating the portfolio IRR using available information, simulations enable to 
compare alternative interest rates measures. The first exercise considered a stylized credit portfolio, with only 
two credit types contracted in each period t: revolving credit, with one month term (n = 1) and interest rates of 
200% p.y. (i = 200% p.y.), and other credits (“non-revolving credits”), with a 12-month maturity (n = 12) and 
interest rates of 20% p.y. (i = 20% p.y.). A uniform cash flow was considered, with constant values for monthly 
installments, what, after twelve months, results in a portfolio with stable proportions for the two credit types.

 For this portfolio, three interest rates were calculated using the methodologies outlined on item I: IRR, monthly 
consolidated rate (i.e., in accordance with ICC methodology) and yearly consolidated rate. These interest 
rates were estimated in three different scenarios for the lending values of revolving and non-revolving credits. 
Scenario I results in a stable portfolio with 90% of revolving credit balance and 10% of non-revolving credit 
balance. Scenario II presents a balanced portfolio with 50% in each credit type. Scenario III, which is closer to 
the distribution observed in the SFN credit portfolio, results in a portfolio with 10% based on revolving credit 
and 90% based on other types of credit.67

65 Available at <http://www.bcb.gov.br/conteudo/depec/NotasTecnicas/2018nt45custocred.pdf>.
66 This is the weighting and annualization order adopted for the calculation of interest rates of credit new transactions released monthly by the BCB 

in the Press Release – Monetary and Credit Statistics.
67 In April, 2018, the revolving operations corresponded to 8% of SFN credit portfolio.
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Figure B4.1 presents the results of the first simulation 
for the three interest rates in the three aforementioned 
scenarios.

In all scenarios, IRR is the lowest rate, while the 
annualized rate is the highest. This happens because the 
aggregation of interest rates already expressed in annual 
bases enhances the effect in the highest rates average,68 
such is the case of the revolving credit rate. Although still 
higher than IRR in all three scenarios, the rate obtained 
by monthlyization results in intermediary numbers. This 
result is not so far from the IRR in scenario III, which 
is the closest to the real SFN credit portfolio. In this 
scenario, there is a significant reduction of the distance 
between the rate obtained by annualization and the IRR, 
in comparison to the other scenarios.

Lastly, a second simulation of the same three scenarios 
for the composition of the credit portfolio balances 
was done, but with interest rates much lower for the 
two types: 25% p.y. for revolving credit and 10% 
p.y. for non-revolving credit. Figure B4.2 presents 
the results. In this case, it is possible to notice that 
the order of the resulting interest rates of the three 
methodologies remains the same, but the differences 
reduced in a significant way.

Conclusion

IRR is, conceptually, the best methodology to express 
the average rate of a credit portfolio of transactions 
with distinct rates and maturities. With the currently 
available data, calculating the aggregated IRR for the 
SFN credit transactions is not operationally viable 
because this would demand the use of information 
about transactions at an individual level. In this 
context, the BCB is developing and publishing new 
indicators that contribute to better monitor credit 
market costs. Therefore, the ICC seems to be an 
important reference to calculate the whole portfolio 
cost, representing a good approximation to IRR.

68 In 04/2018, revolving credit operations represented 8% of the SFN 
credit portfolio. In technical terms, this effect is consequence of the 
mathematical result known as “Jensen inequality”. The composition, 
by compound interest, of monthly interest rates to obtain the rate in an 
annual basis (“annualization”) induce a convex function. The “Jensen 
inequality” says that the average of a convex function is higher than 
the value of the function measured in mid-point. Therefore, average 
rates obtained by annualization exceeds average rates obtained by 
monthlyzation (both in annual basis).
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Box 5 – Credit Cost and Spread  
Decomposition Methodology

This box presents the decomposition methodology of the Average Cost of Outstanding Loans (ICC) and the  
ICC spread.

When the Accounting Plan of National Financial System Institutions (Cosif) accounts are needed, we used 
information provided by 145 financial institutions69 that hold credit operations informed on the analytical trial 
balance sheet (prudential conglomerate) specified in CMN’s Resolution 4.280, dated October 31, 2013.

The following procedures were applied to calculate ICC components.

Average ICC (line A.1 — Table 3.1)

The average of the monthly ICC released by the BCB (SGS code series 25.351) was calculated for each year, 
weighted by the total monthly balance of the SFN’s credit portfolio (SGS code series 20.539).

Adjustment by capitalization method (line A.2 — Table 3.1)

The monthly ICC series, mentioned in (I), considers annualized rates supposing there are no interest rate 
payments before the operation reaches maturity. Equation (1), defining ICC’, takes a financial-accounting nature 
approach, where interest payments and amortizations effects are considered on a monthly basis. The adjustment 
by capitalization method is the difference between average ICC and ICC’.

where:

t = reference month;

m = credit operation type;

69  In this case, “financial institutions” means the set of financial conglomerates and independent institutions. These institutions are presented on Table 
B5.1 in the Attachment in http://www.bcb.gov.br/?REB2018_Boxe5.

(1)(1)

http://www.bcb.gov.br/?REB2018_Boxe5
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𝐼𝐶𝐶′𝑦  = credit cost indicator adjusted to year y;

 = type balance m, reference month t, year y;

𝑀𝑦,𝑡
𝑚   = interest rate amount due in month t, year y, type m, calculated using the following equation:

where:

 = average interest rate of credit portfolio type m, month t, year y. 

Resources funding costs (line B.1 — Table 3.1)

The value represents financial resources funding costs, considering credit type and average maturity at the 
lending moment. For instance, if there is a non-earmarked credit segment operation, it is used the Pre-DI swap 
curve rate; if there is a mortgage operation, savings yield is used; if there is a BNDES on-lending operation, 
the Long-Term Interest Rate (TJLP) is used or, recently, the Long-Term Rate (TLP), and so on. 

Adjustment by capitalization method (line B.2 — Table 3.1) 
and Adjusted funding costs (line B — Table 3.1)

The same way as in average ICC reckoning (A.1), funding costs (B.1) considers annualized rates supposing 
there are no intermediate interest rate payments or amortizations before the original funding maturity is due.70 
Therefore, procedures similar to those described in item (II) are applied to get values in lines Adjustment by 
capitalization method and Adjusted funding costs.

FGC expenses (line D — Table 3.1)

Expenses related to associated institutions compulsory contributions to the Credit Guarantee Fund (FGC)71 
are described in Cosif account code 8.1.1.85.00-9. In order to calculate the share of the FGC expenses in total 
credit costs, the value registered in this account is divided by each year’s average credit portfolio. This ratio is, 
then, multiplied by the credit share72 in these institutions’ total adjusted asset.73

IOF retained on credit operations (line E — Table 3.1)

Currently, the Financial Operations Tax (IOF) is a tax burden under the borrower’s responsibility. When the 
levied IOF value is known, it is possible to make calculations similar to those that have been done in items I 
and II without IOF incidence. The IOF effect is obtained comparing these two results, with and without IOF. 

70 The BCB releases ICC and ICC spread in Time Series Management System (SGS), making it possible to estimate funding costs using the difference 
between these two indicators.

71 Details regarding FGC and financial instruments collateralized by the fund are in CMN’s Resolution 4.222, dated May 23, 2013. 
72 Table B5.2 lists Cosif accounts used to calculate total portfolio credit of financial institutions, in <http://www.bcb.gov.br/?REB2018_Boxe5>.
73 Table B5.3 lists Cosif accounts used to calculate total adjusted asset value of financial institutions, in <http://www.bcb.gov.br/?REB2018_Boxe5>.

𝑀𝑡,𝑦
𝑚 = 𝑆𝑡,𝑦

𝑚  x 𝐼𝑡,𝑦
𝑚 , (2)

𝑆𝑡,𝑦
𝑚

𝐼𝑡,𝑦
𝑚
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PIS and Cofins Contribuitions (line F — Table 3.1)

Social Integration Program (PIS) and Contribution for Social Security Financing (Cofins) taxes effects on ICC 
composition were calculated by applying a tax rate of 4.65% (4% of PIS and 0.65% of Cofins) on the net average 
ICC value (consequence of operation A – E – I – J with Table 3.1 lines). This is the closest value to the calculation 
described on Normative Instruction 1.285, of the Brazilian Federal Revenue Office, dated August 13, 2012.

Administrative expenses (line G —Table 3.1)

Administrative expenses allocation to credit operations is a complex task that involves subjectivity, mainly when 
it is about indirect expenses. Considering the BCB’s available data, we adopted the hypothesis that financial 
institutions allocate their resources proportionally to expected average return on its main products – customer 
services, credit operations74 , and trading operations. This way, the calculation in R$ of the Administrative 
expenses75 component (DAd) was made by multiplying the value of the total DAd of each year of the financial 
institutions by the average weighted by the DAd of years 2013–2017 of the ratio of the adjusted ICC spread 
monetary value (value in R$of the ICC spread, after discounting the IOF collected and estimated of the portfolio’s 
losses) and the sum of customer services revenues,76 trading profit77 , and adjusted ICC spread monetary value. 
The five-year average weighted by DAd was used to smooth year-over-year fluctuations, more related to changes 
in products relative profitability than to effective reallocations of cost structure. Therefore, from 2015 to 2017, 
administrative expenses percentage allocated to credit activities were 49.6%.

An alternative approach for administrative expenses allocation

An alternative approach to administrative expenses allocation revolves around, at first, indentifying two groups 
of specialized banks: those focused on credit operations and those focused on trading operations. For those 
banks, the adopted hypothesis is that the destination of administrative expenses not related to customer services 
is determined by the area of expertise. This way, it is possible to determinate administrative expenses costs in 
terms of credit asset stock or trading asset stock held by the specialized bank.

Therefore, to determine the administrative expenses share assigned to credit activity in the 145 financial 
institutions assessed, it was considered a two-stage procedure:

i. Firstly, administrative expenses were allocated proportionally to expected customer services and financial 
intermediation (that includes credit and trading activities) gross profit.

ii. Then, using the relationship between administrative expenses costs and observed asset stock unit of 
specialized banks, the proportion of intermediation administrative costs to be allocated to credit activity 
was calculated.

This way, the average percentage of administrative expenses allocated to credit activities from 2015 to 2017 
was 51% – a value very close to the value found using the approach described in the previous section. For the 
sake of simplicity, we chose the approach described at the beginning of this section.

74 The estimated loss component was subtracted to calculate the average profit of credit operations (Table 3.1, chapter 3).
75 Cosif accounts used to calculate administrative costs are listed in Table B5.4, in the Attachment in http://www.bcb.gov.br/?REB2018_Boxe5
76 Cosif accounts used to calculate customer services revenues are listed in Table B5.5, in the Attachment in http://www.bcb.gov.br/?REB2018_Boxe5
77 Trading margin is equal to trading revenues value (Table B5.6, in Attachment in http://www.bcb.gov.br/?REB2018_Boxe5) minus trading funding 

cost. Trading funding cost is the interest expenses value (Table B5.7, in attachment in http://www.bcb.gov.br/?REB2018_Boxe5) in the ratio of 
trading assets and adjusted total asset (Table B5.3, in Attachment). 

http://www.bcb.gov.br/?REB2018_Boxe5
http://www.bcb.gov.br/?REB2018_Boxe5
http://www.bcb.gov.br/?REB2018_Boxe5
http://www.bcb.gov.br/?REB2018_Boxe5
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Estimated losses (line H —Table 3.1)

As previously mentioned, the ICC series described in (I) disregards the fact that some borrowers do not pay 
their obligations. Credit operations losses – with operations contracted but not paid – are common in banking 
activity. This way, it is reasonable to suppose that financial institutions embed delinquency cost in their credit 
operations. The hypothesis that estimated loss78 is a value close to the number of operations written-off as 
losses was used to estimate this cost, based on BCB available data. However, as there is no information about 
written-off values in recent periods, it was used the strong correlation between delinquency and credit written-
off-as–a-loss to obtain estimated loss. Therefore, the Estimated losses component value was calculated, for 
each year, as the total delinquency average observed in each month (SGS series code 21.082), weighted by the 
outstanding monthly value of the SFN’s credit portfolio (SGS code series 20.539).

Non-received interest of operations overdue for 
60 days or more (line I — Table 3.1)

The ICC series mentioned in (I) does not take into consideration the fact that a fraction of agreed interest rates 
is not going to be paid by credit takers. In addition, 60 days or more outstanding credit operations cannot be 
recognized in the determination of income of financial institutions, in compliance with Article 9 of CMN’s 
Resolution 2.682, dated December 21, 1999. Therefore, to make the indicator closer to the interest that will 
possibly be paid, the IOF effect is discounted from the adjusted average ICC (A). The result is then multiplied 
by the mean of the percentage of credit operations overdue for 60 days or more79, weighted by the outstanding 
monthly value of the SFN’s credit portfolio. 

Discounts granted (line J —Table 3.1)

The ICC series mentioned in (I) disregard discounts granted in credit operations renegotiations. Line J shows 
annual expenses related to discounts granted in credit operations, commercial leasing and other operations with 
registered credit characteristics. In other words, balances of Cosif accounts codes 8.1.9.52.10-8, 8.1.9.52.20-1 
and 8.1.9.52.30-4 are added and, then, the result is divided by the financial institution’s average portfolio value.

IR and CSLL (line L —Table 3.1)

Social Contribution on Net Income (CSLL) rates were 20% for 2016 and 2017, and 16.7% for 2015, as this rate 
increased from 15% to 20% from September 2015 on. Corporate Income Tax (IRPJ) rate were 25%80 for all years.

Nevertheless, very often, the effective IR and CSLL rates applied to financial institutions are lower than 45% 
(20% + 25%) because other activities non-credit related influence tax amount collection. Therefore, we chose 
to apply the nominal rate since this value reflects, in a better way, the tax type that affects credit operations only.

78 According to the April 2018 Financial Stability Report, the delinquency operations curve is getting closer to the credit--written-off–as-a-loss curve 
in the following twelve months. Therefore, the  approximation used is reasonable when there is economic stability and great changes in written-off 
credits are not expected. 

79 The value of delayed operations of more than 60 days is the sum of Cosif accounts specified in Table B5.9, in the attachment at http://www.bcb.gov.
br/?REB2018_Boxe5.

80 The Corporate Income Tax (IRPJ) rule establishes a rate of 15% on the real profit, with an additional 10% on the portion of the real profit that exceeds 
the result of the multiplication of R$20,000 (twenty thousand reais) by the number of months in the calculation period. As the result of financial 
institutions is generally much higher than the R$20,000 multiplied by the number of months in the calculation period, the total rate (base rate plus 
additional) is close to 25%.

http://www.bcb.gov.br/?REB2018_Boxe5
http://www.bcb.gov.br/?REB2018_Boxe5
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Conclusion about methodology

The ICC decomposition complements the information set relatively to average credit costs to borrowers, 
contributing to enhance the comprehension about factors that determine how much spread is paid.
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Box 6 – Methodology for Assessing the Impact of 
Reserve Requirements and Earmarked Credit

This box presents a methodology to estimate the impact of reserve requirements and earmarked credit on interest 
rates. These are counterfactual exercises of comparative statics in a stylized model of banking economics. As 
mentioned in Section 3.4, this estimation involves high uncertainty, since it depends on a set of simplifying 
assumptions about the behavior of financial institutions in scenarios in which the reserve requirements or 
earmarked credit are reduced. In addition, the results also depend on assumptions about credit demand. 

Analysis of Reserve Requirements Effects

A stylized model of banking economics is adopted, in which the assets of the financial institution are composed 
of reserve requirements R81, securities portfolio (TVM) B, credit portfolio L and other assets AO. Liabilities are 
composed of deposits D and capital K. Deposits are divided into demand deposits DV, term deposits DP, savings 
DS and other deposits DO. According to the fundamental identity that assets are equal to liabilities, follows:

R + B + L + AO = D + K ,

where:

      D = DV + DP + DS + DO.         (1)

Capital can be expressed by K = b · L, where b is an index of capital requirements for credit. Reserve requirements 
R are determined by regulations that define the required rates on demand deposits, time deposits and savings 
deposits, α, β and γ, respectively:

      R = α DV + β DP + γ DS.        (2)

The financial institution optimizes its portfolio to match the returns adjusted for the risk of L and B. The profit82 
from credit operations and securities is expressed by:

𝜋𝑐 𝑟, 𝐿 = 𝑟 𝐿 + 𝑠 𝐵 − 𝑐 𝐷𝑃 − 𝑡 𝐷𝑆 − 𝑜 𝐷𝑂 + 𝜉 𝛽 𝐷𝑃 + 𝜏 𝛾 𝐷𝑆 ,                            (3)

81 The nomenclature adopted by the Brazilian Accounting Plan of National Financial System Institutions (Cosif) is “Compulsory Reserves”. The 
compulsory reserves are part of the financial instutions´ assets (rights to be fullfilled by the BCB). To prevent any sort of confusion with liabilities 
of the financial institutions upon which these reserves are required to be formed (demmand deposits, time deposits, savings). It was chosen the letter 
“R” and the term “compulsory reserves” (or “compulsory”) for this box.

82 The analysis is simplified and disregards administrative costs, taxes and delinquency. In the exercises the Average Cost of Outstanding Loans (ICC) 
was adopted as a proxy of the return on credit r. 
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where r is the rate of return on credit, s is the rate of return on securities, c is the funding cost of time deposits, 
t is the cost of raising savings, o is the cost of assuming other liabilities, ξ is the interest rate paid on the time 
deposits reserve requirement and τ is the interest rate paid on the savings reserve requirement.83

Replacing (1) and (2) in (3), we have:

The analysis involves comparing profits with the situation where the reserves requirement rates (α, β and γ) are 
reduced so that a δ share of reserves is released. In this case, it is assumed that profits, credit and/or securities 
volumes and the return on credit may change, according to the assumptions described below. The values of 
the other variables remain unchanged by hypothesis. The profit with the partial release of reserve requirements  
(δ · R) may be written as:

where L’ and r’ are respectively the values of the outstanding credit and of the rate of return on credit in the 
scenario with the partial release of reserves and 𝑏′ = 𝑏

𝐿
𝐿′

, that is, capital K is held constant.

The effects of the released reserve depend, among other things, on how the released resources would be 
reallocated to credit and/or securities operations. The new volumes of credit and securities may be described 
by the equations below:

B' = B + ρ δ R, L' = L + (1-ρ) δ R, where 𝜌 ∈ 0, 1 , everything else constant. The assumptions listed below 
consider three possible allocations, with the corresponding new rate of return on credit r’:

H1: B' = B + δ R , L' = L, i.e., ρ = 1. In this case, the total resources released from reserves is allocated to 
securities, , and there is no change in the rate of return on credit:

r' = r.

Under assumption H1, released reserves are applied in securities. In this situation, there is a profit increase if 
profitability s is higher than the reserves profitability.84  This new profit level will be part of assumptions H2 
and H3.

H2: 𝜋𝑙𝑐 𝑟′, 𝐿′ = 𝜋𝑙𝑐 𝑟, 𝐿  and ρ = 0 (𝐿′ = 𝐿 + 𝛿 𝑅, 𝐵′ = 𝐵), i.e., supposing that the profit level is that 
of assumption 1 and that all released resources are actually lent, allowing a reduction in interest rates, the new 
value is given by the formula:

                               𝑟′ =
𝐿

𝐿 + 𝛿 𝑅  𝑟 +
𝛿 𝑅

𝐿 + 𝛿 𝑅  𝑠 .                                          (4)

H3: 𝜋𝑙𝑐 𝑟′, 𝐿′ = 𝜋𝑙𝑐 𝑟, 𝐿  and  𝜌 =
𝐵

𝐵 + 𝐿 ,i.e.,supposing that the profit level is that of assumption H1, keeping 
the same proportion between credit and securities before the release, 𝐿′ = 𝐿 + 𝛿 𝑅 

𝐿
𝐵 + 𝐿

:

83 As mentioned in Section 3.2, the major part of reserves rrequirements receive interest from the BCB. In other words, financial institutions receive 
interests on the resources deposited at the BCB.

84 There are other hypotheses under which, after the reserves release, the profit could vary more. For example, supposing that the whole amount 
released is directed to credit and the credit rate is not altered. In this case, if profitability r is greater than s, the profit would raise more.

𝜋𝑐 𝑟, 𝐿 = 𝐿 𝑟 − 𝑠 + 𝑠 𝑏 + 𝐷𝑉 𝑠 − 𝛼 𝑠 + 𝐷𝑃 𝑠 − 𝑐 − 𝛽 𝑠 − 𝜉 + 𝐷𝑆 𝑠 − 𝑡 − 𝛾 𝑠 − 𝜏 + 𝐷𝑂 𝑠 − 𝑜 − 𝑠 𝐴𝑂 .
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                                                 𝑟′ =  
𝐿

𝐿 + 𝛿 𝑅 ( 1 − 𝜌 )  𝑟 +
𝛿 𝑅 ( 1 − 𝜌 )

𝐿 + 𝛿 𝑅 ( 1 − 𝜌 )  𝑠 .                                             (5)

There are implicit assumptions in this modeling; for example, that the demand for credit is such that there is 
market for the new credit volume and that the marginal credit quality is the same of the credit portfolio, so 
that the assumptions adopted in this exercise are consistent with the policy of optimizing the bank’s portfolio.

Based on assumptions H1, H2 and H3, one estimates the effect effect on credit of a 10% (= 0.1) reduction 
in reserves requirements in 2015, 2016, and 2017, using SFN’s aggregated data (Table 6.1). Through these 
simulations, in accordance with 2017 data, the interest rate of credit operations could present a reduction in a 
range between 0 (H1) and 0.15 p.p (H2).

Under assumption H3 that 10% of the released resources would converge to a credit and securities allocation 
equivalent to what was observed in the pre-release period, and that the profits would increase as in assumption 
H1, a decrease of 0.1 p.p. in the credit rate and an increase of about 1% in the credit balance is observed, using 
2017 data.85 The variations observed in estimates for the impact of reserve requirements throughout the years 
come, mainly, from a decrease in the profitability of securities operations as may be inferred from equations 
(4) and (5).

Some empirical studies assessed the impacts of reserve requirements on credit. Dawid and Takeda (2011), in 
a study with panel banking data from 2006 to 2011, found negative effects of reserve requirements on non-
earmarked credit balances and grants. By the elasticity found (-0.2), the 10% decrease in the effective rate of 
reserve requirements would result in an increase of approximately 2% in credit balance. Areosa and Coelho (2013), 
in a DSGE model for the 1999 to 2010 period, estimated a decrease in the credit rate, initial and transitory, in 
the range of 0.04 to 0.13 p.p. after a reduction of 10% in the reserve requirements effective rate. Carvalho and 
Castro (2015) estimated a DSGE model for the 1999 to 2013 period. By the results, it is possible to estimate 
that a 10% decrease in reserve requirements would lead to a decrease of about 0.03 p.p. in the credit average 
interest rate. Barroso, Gonzalez and Doornik (2017), in a panel study with borrowers companies, for 2008 
to 2015, found a semi-elasticity of approximately -1.0 between the corporate credit balance and the reserves 
requirements rate, which would be equivalent to an increase of about 2% in these balance after a 10% decrease 
in reserve requirements.

85 The reduction in the interest rate for the overall credit is not linearly related to the reduction in the volume of reserves. Also, some of the hypotheses 
adopted become less plausible in a scenario with the release of considerably greater amounts of reserves. Therefore, extrapolations on this results 
should be interpreted with caution.

Year Selic r s r ' r ' - r r ' r ' - r r ' r ' - r

2015 13.3 20.6 17.0 20.6 0 20.6 -0.04 20.6 -0.03

2016 14.0 22.6 15.8 22.6 0 22.5 -0.09 22.5 -0.07

2017 10.0 22.2 12.4 22.2 0 22.1 -0.15 22.1 -0.11

Rates were considered with 12-month moving average.

r’ is the new credit rate after the reserve requirements release considering the 
following simplifying assumptions:
  1) A new level of profit is calculated considering that all the released resources are 
applied in securities, everything else constant. 
  2) Given this new profit level, the resources released in non-earmarked credit and in 
securities are allocated, according to each of the hypotheses H1 to H3.

H1 H2

Figure B6.1 – Effect of a partial release (10%) of reserve 
requirements on credit rate

H3

The ICC was adopted as the total credit interest rate r :

Selic interest rate, s (securities profitability based on Cosif), r and r’ in % p.y. and (r’ – 
r) in p.p.;
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Analysis of Earmarked Credit Effects

In order to analyze the effect of a earmarked credit release, we started with a model of banking economics 
analogous to the model used in the previous section, but with credit operations divided according to the credit 
source (earmarked and non-earmarked). Profit can be obtained from equation (3) by disaggregating the total 
credit L, in credit with non-earmarked resources Lliv and with earmarked resources Ldir, and the credit interest 
rate r, in non-earmarked credit rate rliv and earmarked credit rate rdir:

𝜋 𝑟, 𝐿 = 𝑟𝑙𝑖𝑣𝐿𝑙𝑖𝑣 + 𝑟𝑑𝑖𝑟𝐿𝑑𝑖𝑟 + 𝑠 𝐵 − 𝑐 𝐷𝑃 − 𝑡 𝐷𝑆 − 𝑜 𝐷𝑂 + 𝜉 𝛽 𝐷𝑃 + 𝜏 𝛾 𝐷𝑆 ,

where 𝐿 = 𝐿𝑙𝑖𝑣 + 𝐿𝑑𝑖𝑟      e      𝑟 =
𝑟𝑙𝑖𝑣𝐿𝑙𝑖𝑣 +  𝑟𝑑𝑖𝑟 𝐿𝑑𝑖𝑟

𝐿

After the release of a fraction λ of the earmarked credit segment,86 resources may be directed to non-earmarked 
credit segment and/or securities, as follows:

𝐵′ = 𝐵 + 𝜌 𝜆 𝐿𝑑𝑖𝑟 ,

𝐿′𝑙𝑖𝑣 = 𝐿𝑙𝑖𝑣 + 1 − 𝜌  𝜆 𝐿𝑑𝑖𝑟 , 

𝜌 ∈ 0, 1 , everything else constant.

The new profit is given by:

 𝜋𝜆𝐿𝑑𝑖𝑟 𝑟′𝑙𝑖𝑣 , 𝐿′ = 𝑟′𝑙𝑖𝑣(𝐿𝑙𝑖𝑣 + 1 − 𝜌 𝜆 𝐿𝑑𝑖𝑟 ) + 𝑟𝑑𝑖𝑟(1 − 𝜆)  𝐿𝑑𝑖𝑟 + 𝑠 (𝐵 + 𝜌 𝜆 𝐿𝑑𝑖𝑟) − 𝑐 𝐷𝑃 − 𝑡 𝐷𝑆 − 𝑜 𝐷𝑂 +
𝜉 𝛽 𝐷𝑃 + 𝜏 𝛾 𝐷𝑆 .

For each of the following three assumptions, new remuneration rates for the total credit r' and for the non-
earmarked  are calculated 𝑟′𝑙𝑖𝑣:

H4: ρ = 1, all released earmarked resources go to securities and  𝑟′𝑙𝑖𝑣 = 𝑟𝑙𝑖𝑣 . This way, the profit will be:

𝜋 𝜆𝐿𝑑𝑖𝑟→𝐵′ = 𝑟𝑙𝑖𝑣𝐿𝑙𝑖𝑣 + 𝑟𝑑𝑖𝑟(1 − 𝜆)𝐿𝑑𝑖𝑟 + 𝑠 (𝐵 + 𝜆𝐿𝑑𝑖𝑟) − 𝑐 𝐷𝑃 − 𝑡 𝐷𝑆 − 𝑜 𝐷𝑂 + 𝜉 𝛽 𝐷𝑃 + 𝜏 𝛾 𝐷𝑆,

𝑟′ =
𝑟𝑙𝑖𝑣𝐿𝑙𝑖𝑣 + 𝑟𝑑𝑖𝑟(1 − 𝜆) 𝐿𝑑𝑖𝑟

𝐿𝑙𝑖𝑣 + (1 − 𝜆) 𝐿𝑑𝑖𝑟

𝜋 𝜆𝐿𝑑𝑖𝑟→𝐵′
 indicates the profit when all resources released from earmarked credits, are invested in securities.

Please observe that in this case the non-earmarked credit 𝑟′𝑙𝑖𝑣 will be equal to the previous rate  𝑟𝑙𝑖𝑣
.

86  In the counterfactual exercises, a 10% partial release of earmarked resources was assumed (λ=0.10).
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H5: , all earmarked resources released go to the non-earmarked credit segment and the profit supposedly 
obtained is that of H4, i.e., 𝜋𝐻5 = 𝜋 𝜆𝐿𝑑𝑖𝑟→𝐵′:

𝑟′𝑙𝑖𝑣 =
𝑟𝑙𝑖𝑣𝐿𝑙𝑖𝑣 + 𝑠 𝜆 𝐿𝑑𝑖𝑟

𝐿𝑙𝑖𝑣 + 𝜆 𝐿𝑑𝑖𝑟  ,

𝑟′ =
𝑟′𝑙𝑖𝑣 𝐿𝑙𝑖𝑣 + 𝜆 𝐿𝑑𝑖𝑟 + 𝑟𝑑𝑖𝑟 1 − 𝜆 𝐿𝑑𝑖𝑟

𝐿𝑙𝑖𝑣 + 𝐿𝑑𝑖𝑟 =
𝑟𝑙𝑖𝑣𝐿𝑙𝑖𝑣 + 𝑠 𝜆 𝐿𝑑𝑖𝑟 + 𝑟𝑑𝑖𝑟 1 − 𝜆 𝐿𝑑𝑖𝑟

𝐿𝑙𝑖𝑣 + 𝐿𝑑𝑖𝑟  .  (6� (6)

H6: Keeping the same proportion between non-earmarked resources and securities as before the release of 
earmarked resources,

𝐿′ 𝑙𝑖𝑣 = 𝐿𝑙𝑖𝑣 +
 𝐿𝑙𝑖𝑣

𝐿𝑙𝑖𝑣 + 𝐵 𝜆 𝐿𝑑𝑖𝑟  e 𝐵′ = 𝐵 +
𝐵

𝐿𝑙𝑖𝑣 + 𝐵 𝜆 𝐿𝑑𝑖𝑟 ,  supposing that the profit is that obtained under hypothesis 

H4, 𝜋𝐻6 = 𝜋 𝜆𝐿𝑑𝑖𝑟→𝐵′

According to equations obtained in hypotheses H5 and H6, one may observe that the new rate for the non-
earmarked credit segment rate is a weighted average between the previous rate  and the rate of return on securities. 
Therefore, if s < rliv, the new rate r'liv will be smaller than the previous one, which would benefit borrowers of 
the non-earmarked credit segment.

Year r r' r' - r ΔL/L r liv r' liv r' liv  - r liv ΔL liv /L liv

2015 20.6 25.5 4.9 -24.4 33.8 33.8 0 0

2016 22.6 28.3 5.7 -25.0 38.1 38.1 0 0

2017 22.2 27.7 5.4 -25.0 37.1 37.1 0 0

Total credit ICC and Non-earmarked credit ICC are used for r and  rliv , respectively.

In the counterfactual exercise, a 10% partial release of earmarked resources was considered; 

Values in % p.y. ,  (r ' - r ) and (r 'liv - r liv) em p.p. and rates estimated with 12-month moving average.

Figure B6.2 – Assumption H4, effect of a partial release (10%) of earmarked 
credit resources on credit rate

The new rates after the release of earmarked resources are r and rliv, considering the following simplifying
hipotheses:

1) A new level of profits is estimated, considering that all released resources are invested in securities,
everything else constant. 
  2) Given this new level of profits, released resources are invested in securities, according to hypothesis H4.

ΔL/L and ΔL liv /L liv are the variations in the balance of each year for the total credit and non-earmarked credit
segment, respectively;

Total Credit Non-earmarked Credit



2017  |  Banking Report  |  69

Similarly, in hypothesis H4, the new rate for the total credit  is a weighted average between previous rates rliv 
and rdir. If rliv > rdir, the new total credit rate will be greater than the previous rate. In hypotheses H5 and H6, the 
new total credit rate will be greater if s > rdir.

Table B6.2 show the result for the new non-earmarked credit segment rate r'liv for the H4 hypothesis, assuming 
a profit 𝜋 𝜆𝐿𝑑𝑖𝑟→𝐵′ , i.e., all earmarked resources released are invested in securities. The new non-earmarked 
credit rate r'liv will be equivalent to rate rliv observed in the situation without the release of earmarked resources.

Due to subsidies and regulations, earmarked credit interest rates tend to be lower than non-earmarked credit 
rates. Therefore, the partial elimination of earmarked credit results in an increase of the total credit rate, through 
the direct effect of eliminating subsidies. However, the partial elimination of this credit transfer may generate 
relevant reductions in the interest rate on non-earmarked credit, as will be seen below.

Table B6.3 presents results under hypothesis H5, given the level of profit established in hypothesis H4. The 
migration of 10% of the earmarked credit to the non-earmarked credit segment would allow, for the data of 
2017, for example, a fall of 2.2 p.p. in the rate of non-earmarked credit.

Year r r' r' - r ΔL/L r liv r' liv r' liv  - r liv ΔL liv /L liv

2015 20.6 23.4 2.8 0 33.8 28.4 -5.4 47.5

2016 22.6 25.2 2.6 0 38.1 30.7 -7.4 49.8

2017 22.2 23.9 1.6 0 37.1 28.9 -8.2 49.8

Total credit ICC and Non-earmarked credit ICC are used for r and  rliv , respectively.

In the counterfactual exercise, a 10% partial release of earmarked resources was considered; 

Values in % p.y. ,  (r ' - r ) and (r 'liv - r liv) em p.p. and rates estimated with 12-month moving average.

Figure B6.3 – Assumption H5, effect of partial release (10%) of earmarked 
credit resources on credit rate

Total Credit Non-earmarked Credit

The new rates after the release of earmarked resources are r and rliv, considering the following simplifying
hipotheses:

1) A new level of profits is estimated, considering that all released resources are invested in securities,
everything else constant. 
  2) Given this new level of profits, released resources are invested in securities, according to hypothesis H5.

ΔL/L and ΔL liv /L liv are the variations in the balance of each year for the total credit and non-earmarked credit
segment, respectively;

Year r r' r' - r ΔL/L r liv r' liv r' liv  - r liv ΔL liv /L liv

2015 20.6 26.2 5.6 -9.5 33.8 30.0 -3.8 29.0

2016 22.6 28.5 5.9 -10.4 38.1 33.1 -5.0 29.1

2017 22.2 27.1 4.8 -10.9 37.1 31.7 -5.4 28.0

Total credit ICC and Non-earmarked credit ICC are used for r and  rliv , respectively.

In the counterfactual exercise, a 10% partial release of earmarked resources was considered; 

Values in % p.y. ,  (r ' - r ) and (r 'liv - r liv) em p.p. and rates estimated with 12-month moving average.

Figure B6.4 – Assumption H6, effect of partial release (10%) of earmarked 
credit resources on credit rate

Total Credit Non-earmarked Credit

The new rates after the release of earmarked resources are r and rliv, considering the following simplifying
hipotheses:

1) A new level of profits is estimated, considering that all released resources are invested in securities,
everything else constant. 
  2) Given this new level of profits, released resources are invested in securities, according to hypothesis H6.

ΔL/L and ΔL liv /L liv are the variations in the balance of each year for the total credit and non-earmarked credit
segment, respectively;
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Table B6.4 presents results under hypothesis H6, given the level of profit established in hypothesis H4. The release 
of 10% of earmarked credit, distributed between non-earmarked credit and securities in the same proportion 
prior to the release, would allow  —based on 2017 data— a drop of 1.3 p.p. in the non-earmarked lending rate 
and an increase of 5.6% in credit volume.87 

The simulations conducted involve the implicit assumption that there are sufficient borrowers for this additional 
volume of non-earmarked credit and that the new credit and securities portfolio is compatible with the bank’s 
return-optimized policy, adjusted for risk88 without the need for additional capital.

Conclusion

This framework allows us to simulate possible variations in the credit interest rates that would result from either 
a release of the reserve requirements held at the BCB or a release of earmarked credit resources.

In the case of reserve requirements, the main premise adopted is that the new level of profit of financial institutions 
would be equivalent to that obtained if the resources released were invested in securities. Under hypothesis H3, 
where financial institutions choose to maintain the current ratio between credit operations and securities, it is 
estimated, based on the data for 2017, that a 10% release of the reserves would reduce the order of 0.1 p.p. in 
the interest rate of credit89 and an increase of around 1% in the credit balance.

In regard to earmarked credit, possible variations on the credit interest rate were simulated which would 
result from a reduction of 10% in the earmarked credit balance. The main premise adopted is to maintain the 
profitability of financial institutions according to the H4 hypothesis, in which all released resources are invested 
in securities. Under hypothesis H6, where financial institutions opt to maintain the current ratio between non-
earmarked credit operations and securities, it is estimated a reduction of 1.3 p.p. in the non-earmarked lending 
rate and a 5.6% balance increase, based on data for 2017. 

It is important to highlight that the estimates are sensitive to the adopted hypothesis.

87 It should be noted that the reduction of the interest rate on the non-earmarked credit segment is not related to the reduction of the volume of 
earmarked credit in a linear manner. Additionally, some of the hypotheses adopted become less plausible in a scenario of more substantial releases 
of earmarked credit resources. Therefore, extrapolations of these results should be interpreted with greater caution.

88 As non-earmarked credit rates for new operations will result in lower average rates, it is assumed that these new loans will attract sufficient 
borrowers with a better risk profile than the borrowers in the previous non-earmarked loans portfolio.

89 If banks are to operate at higher profit levels, credit rates could fall less.
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Box 7 – Effects of Selic Rate Changes on Credit 
Operations Interest Rates

How do changes in the Economy’s basic interest rate 
(Selic) affect the interest rates charged on loans? This 
box aims to clarify this question in a didactical way.

Chapter 3 presents the credit cost decomposition 
measured by the Average Cost of Outstanding 
Loans (ICC). The decomposition shows the relative 
importance of each component in the ICC. Using a 
culinary analogy, we can think of the ICC as the cost of 
a cake. Its decomposition is analogous to breaking down 
the cost of a cake into its ingredients, and the unit cost 
of each ingredient is multiplied by the quantity used. 
If the cake’s ingredients are flour, water, oil, sugar, and 
vanilla extract, for example, an increase in the price of 
the vanilla extract will affect the cake’s price inasmuch 
as its original share in the recipe. In other words, the 
price of the vanilla extract multiplied by its amount 
used in the recipe, divided by the total cost of the cake. 
This analogy helps to understand how the ICC (the 
cake cost) should change when the value of only one 
of its components (ingredients) changes. Specifically, 
the effect of changes in a specific component on the 
total credit cost depends on its relative importance. If 
the value of a very important component decreases by 
half, its impact on the credit cost will be relevant. If 
the same happens to a less important component, the 
impact on the final cost will be small.

To understand the impact of a Selic change on the 
ICC, the first issue is to identify its importance. 
For convenience, Figure B7.1 reproduces the ICC 
decomposition presented on Chapter 3. The reader will 
notice that the Selic rate does not directly appear on the 
credit cost decomposition. The Selic rate affects the ICC 
indirectly, through its effect on the financial institutions’ 
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(FIs) funding costs.90 Additionally, the funding cost is 
an average of many funding rates that are related to 
Selic in different levels. For example, a fraction of the 
FIs funding comes from savings accounts but the costs 
of the saving accounts are affected by the Selic rate 
mostly when it is below 8.5% p.y., and only partially, 
when the Selic rate is above that level. The average 
funding cost also depends on the amount of demand 
deposits a FI holds. Because demand deposits do not 
pay interest, their costs are unrelated to the Selic rate 
(although presumably the level of the Selic rate may 
affect customer’s decision to keep their resources on 
demand accounts). Nonetheless, there are other funding 
sources closely related to the Selic rate, like Certificates 
of Deposits (CDs) which are indexed to the average 
interbank market rate. Therefore the effect that the Selic 
rate has on financial institutions funding costs depends 
primarily on their funding structure, or their sources 
of funds.91 The more a financial institution funds itself 
with sources linked to the Selic rate, the more its ICC 
will be affected by changes in the Selic rate.92 

The evolution of the Selic rate and the average funding 
costs through five monetary policy cycles can be seen 
in Figures B7.2 and B7.3 (periods are described in 
Figure B7.1).93 The funding rate follows Selic when 
it decreases, but not in the same magnitude. For each 
1.0 p.p. reduction on the Selic rate, the funding cost 
decreases from 0.5 p.p. to 1.0 p.p. depending on the 
cycle and the moment.

Figure B7.2 presents simulations to illustrate how 
changes in the Selic rate affects the interest rates charged 
on loans. For the sake of simplicity, we supposed that 
a reduction of 1.0 p.p. on Selic generates a reduction 
of 1.0 p.p. on the financial institution’s funding cost 
(i.e. assuming an integral transference to funding cost). 
Each simulation have a specific spread level, which is 
the difference between the interest charged on loans 
and the funding rate (in this case, Selic). In all cases, 
we assume that the spread remains unchanged. 

90 The Selic rate affects other dimensions of credit market through its 
wide effects on the economy. This box highlights the funding cost 
channel and, in order to do that, the other mechanisms through which 
Selic may influence credit market were discarded. 

91 FIs funding structure is discussed on Chapter 2 of this Report.
92 FIs funding structure is discussed on Chapter 2 of this Report.
93 For an analysis of interest rates evolution in different credit types during 

quantitative easing cycles, see box “Evolution of the credit market in 
monetary policy easing cycles” in the March 2018 Inflation Report. .
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Table B7.1 - Monetary policy cycles

Discrimination m-18 m0 m+18

1st cycle Nov/2001 May/2003 Nov/2004

2nd cycle Feb/2004 Aug/2005 Feb/2007

3rd cycle Jun/2007 Dec/2008 Jun/2010

4th cycle Feb/2010 Aug/2011 Feb/2013

5th cycle Mar/2015 Sep/2016 Mar/2018

Period

Table B7.2 – Decreasing funding rate effect

p.p. % p.p. %

Simulation 1

  Initial 10 10 20

  Final 5 10 15 -5 -50 -5 -25

Simulation 2

  Initial 10 20 30
  Final 5 20 25 -5 -50 -5 -17

Discrimination

Rates (% p.y.) Interest rates changes

Funding Loans
Funding Spread Loans
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In the two simulations presented, the funding rate, Selic, 
decreases 5.0 p.p., from 10% p.y. to 5% p.y., which 
represents a 50% decrease. Because the spread is fixed, 
there is also a decrease of 5.0 p.p. in the loan interest 
rates. However, when calculating percentage change of 
rates,  in simulation 1 we find a 25% decrease in the loan 
interest rate (decrease of 20% p.y. to 15% p.y.), therefore,  
smaller than the Selic rate decrease in percent terms. In 
simulation 2, the spread is bigger, reflecting more weight 
from other factors, such as a higher delinquency rate. 
In this case, the loan interest rate decreases 17%, even 
smaller (decrease from 30% p.y. to 25% p.y.).

In Figure B7.3 we do a similar exercise, but considering 
payroll-deducted loans and overdraft facility. These two 
types of loans have substantial differences in the interest 
charged. As in the previous simulation, we assume that 
the funding cost is the Selic rate and the spread remains 
unchanged. We simulate a decrease of the Selic rate 
from 14% p.y. to 7% p.y., which corresponds to what 
actually happened between October 2016 and December 
2017. Therefore, the Selic rate reduction is 7.0 p.p. that, 
in proportional terms, means a 50% decrease. Column 
4 shows that the new interest rate for payroll-deducted 
loans and the overdraft facility would shift from 29.6% 
to 22.6% and from 328.5% to 321.5%, respectively. 
However, in percentage terms, this represents a decrease 
of 23.6% in the payroll-deducted loans interest rate and 
of 2.1% in the overdraft facility interest rate. In both 
cases, the simulation results are relatively close to what 
was actually observed. As previously mentioned, the 
assumption that the funding costs changes exactly match 
the Selic rate changes is a simplification of the reality, 
and so is the assumption of constant spreads.94

This box tried to show, in a very simple way, that, even 
when reductions in the Selic rate are totally transferred to 
funding costs (by design) and to the loans interest rates, 
the decrease in the loans interest rate is smaller than that 
of the Selic rate in percentage terms, because it is only one 
of the elements in loan cost composite. For those types of 
loans in which the Selic rate is not a relevant part of the 
cost, such as loans that have expected high delinquency 
rates, changes in the Selic will have a smaller impact in 
the loan interest rate changes in percentage terms

94 Additionally, in the case of payroll-deducted loans, rate definition also 
depends on parameters defined out of the National Financial System 
(SFN).

Table B7.3 – Households loan interest rates – Observed and simulated

Modality

Simulated Observed p.p. % p.p. %

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Payroll-deducted loans

  Oct 2016 14 15.6 29.6 29.6

  Dec 2017 7 15.6 22.6 26.0 -7.0 -23.6 -3.7 -12.4

Overdraft facility

  Oct 2016 14 314.5 328.5 328.5

  Dec 2017 7 314.5 321.5 323.0 -7.0 -2.1 -5.5 -1.7

Rates (% p.y.) Interest rates changes

Simulated ObservedLoans
Selic Spread
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Box 8 – Effects of Delinquency on Interest Rates

The decomposition of the Average Cost of Outstanding Loans (ICC) presented in Chapter 3 shows that the 
delinquency rate is the second largest component of the ICC, after Funding Costs.

However, as we observe that the average delinquency rate of the household non-earmarked credit was around 
5.7% in 2017, the question that arises is how this delinquency could generate interest rates of 65% p.y., observed 
in 2017 for this segment. 

This box aims to clarify this question through a hypothetical and didactic example. Suppose a bank that does 
not have funding costs, administrative costs or taxes to pay and, at the same time, does not generate any profits, 
just pursuing the continuity of the operations. In other words, the bank just expects to restore its cash balance 
when the loans mature.

In order to achieve this, the hypothetical bank needs to charge an interest rate on its loans that only restores 
its losses due to borrowers’ delinquency.95 Imagine that this bank has R$100.00 in cash and lends R$1.00 to a 
hundred clients for one month at a monthly interest rate given by tj. If this bank projects that a certain number 
of borrowers will not repay their loans, it should calculate the loan interest rate as the following expression:

Total amount received from compliant clients = total amount initially lent,

which corresponds to: 

number of compliant clients × (principal + one month interest) = 100.

This condition leads to the following equation:

(100 – I) × 1 × (1 + tj) = 100,

resulting in the monthly interest rate

𝑡𝑗 =
100

100 − 𝐼 − 1.

Regarding loans with maturity of n months, the reasoning is analogous. The difference is that the interest received 
from compliant clients will be composed along the n months of the loan maturity:

number of compliant clients × (principal + interest after n months) = 100

95 Delinquency refers to amounts overdue for more than 90 days (box “Methodology of Credit Cost and Spread Decomposition”). In this box, we use 
delinquency synonymous with loss, for the sake of simplicity.
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100 − 𝐼 × 1 × 1 + 𝑡𝑗 𝑛 = 100,

resulting in the monthly interest rate

𝑡𝑗 =
100

100 − 𝐼

1 𝑛�
− 1.

This analysis shows that the interest rate needed 
to restore delinquency losses depends on the 
delinquency rate itself and on the loan maturity. For 
a given maturity, the greater the delinquency rate, 
the greater should be the interest rate charged. For a 
given delinquency rate, the smaller the loan maturity, 
the greater should be the interest rate. The reason is 
that, when loans are longer, we can restore a certain 
monetary loss with relatively lower interest rates, 
because this loss will be recovered over time, in 
order to achieve the amount to restore. In contrast, 
when loan maturity is short, this same monetary value 
needs to be restored in a shorter period of time, which 
requires a higher interest rate.

Table B8.1 shows monthly interest rates needed to cover delinquency rates varying from 0 to 15%, for loans 
with maturity of one or six months.96 For low delinquency levels and one month maturity, we note that the 
monthly interest rate is close to the default rate. However, as the default rate increases, the interest rate increases 
even more. This is because the interest amount of a declining number of payers has to be enough to cover the 
losses generated by an increasing number of defaulters. For loans with a six month maturity, the interest rate is 
significantly lower than in the case of loans with one month maturity.

Another way of showing the same results is to represent interest rates on an annual basis, according to the 
formula (1 + 𝑡𝑗p.y. = 1 + 𝑡𝑗 p.𝑚.)12.

Table B8.2 shows the same rates as in Table B8.1, but 
on annual basis. For example, for a delinquency rate 
of 1% and an operation with a six months maturity, 
the interest rate is 0.17% p.m. in Table B8.1, which 
corresponds to a rate of 2.03% p.y. in Table B8.2. 
Similarly, if for the same delinquency rate the loan 
maturity is one month, the interest rate is 1.01% p.m. 
in Table B8.1, which is equivalent to 12.82% p.y. in 
Table B8.2. It is important to note that converting 
monthly to annual rates cannot be done in an additive 
way; that is, adding up twelve installments of the 
monthly rate. Only in the situation where the monthly 
base rate is low, close to 1% p.m. is this addition a 
reasonable approximation.

96 This simulation with longer maturities has inherent limitations due to the simplicity of the exercise – for example, by not taking into account the 
flows’ present value.

Table B8.1 - Default in monthly interest rates

Interest rates (% p.m.)

6 months 1 month

0% 0.0 0.0

1% 0.2 1.0

2% 0.3 2.0

5% 0.9 5.3

10% 1.8 11.1

15% 2.7 17.6

Default Rate
Maturity

Table B8.2 - Default in annual interest rates

Interest rates (% p.y.)

6 months 1 month

0% 0.0 0.0

1% 2.0 12.8

2% 4.1 27.4

5% 10.8 85.1

10% 23.5 254.1

15% 38.4 603.0

Default Rate
Maturity
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As in Table B8.1, there is an ever-accelerating increase 
in interest rates as the delinquency rate increases. For 
example, to accommodate a doubling of delinquency, 
from 1% to 2%, the interest rate on loans with a 
one month maturity rises from 12.8% p.y. to 27.4% 
p.m. (2.14 times greater). In the same way, when the 
delinquency rate doubles from 5% to 10%, the interest 
rate on loans with a maturity of one month increases 
almost threefold, from 85.1% p.y. to 254.1% p.y. 
Figure B8.1 shows this behavior of accelerated growth 
of the interest rate due to the increase in delinquency, 
for operations with a one month maturity.

Notwithstanding its stylized nature, the previous 
analysis suggests why loans that have low delinquency 
rates and longer maturity, such as auto loans and 
payroll-deducted loans, charge substantially lower 
interest rates than other loans with higher delinquency 
rates and shorter maturities, such as revolving credit 
and overdraft facility.

In summary, using a hypothetical example, this box illustrates how delinquency affects interest rates charged on 
loans in two key respects: prevalence (in other words, how many customers fail to pay) and operations’ term. 
The higher the delinquency rate, the higher the interest rate necessary to cover the losses; the longer the loan 
maturity, the lower the interest rate. Because the spread is the difference between the loans interest rate and the 
interest rate that the bank pays when raising funds, if the delinquency increases, but the funding interest rate 
does not change, there should be increases in both the loan interest rate and the spread

The delinquency rate depends on a number of factors, such as the legal environment, the structure of guarantees, 
the economic cycle and even the level of the interest rate itself, which affects the potential pool of borrowers.

Finally, it is worth noting that interest rates are usually shown on an annual basis. Standardization facilitates the 
comparison between rates, but gives the impression that the interest rates are too high in cases when the loan 
maturity is shorter than a year. For example, if a one-month loan has an interest rate of 435% p.y., the customer 
will not pay 435% interest on the principal, but rather 15% interest. This effect is particularly important in some 
loan types such as overdraft facility and revolving credit card.97

97 In this regard, see box “Revolving credit costs and international practice”, which quantifies the average amounts in Brazilian reais paid by users of 
the regular and non-regular revolving credit card. The analysis allows comparison with countries where fees are charged.
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4Profitability

4.1 System Profitability

Banking system profitability has experienced a downward 
cycle over 2015 and 2016, in line with the economic 
recession. Volatility in interest and foreign exchange 
markets and a higher risk perception affected the credit 
growth as well as the need for higher loan loss provision 
(LLP). The recovery in return on equity (ROE)98 started in 
2017, reaching 13.8% in December, after going down at 
11.6% in December 2016 (Figure 4.1). After the adverse 
period, the reduction in LLP expenses had a positive 
effect on the risk-adjusted net credit margin, becoming 
the most important factor determining the profit increase 
throughout the year.

The large banks’ segment reported a higher ROE, as 
shown in Figure 4.2. Foreign banks, which represented 
17% of the banking system net income, showed the 
lowest ROE in 2017 when compared to the national 
private and state-owned peers.

Figure 4.2 also shows that profitability is related to the 
ownership type and the institution size.

In terms of business model99, multiple-purpose and 
state-owned regional banks reported better profitability 

98 Banking system total net income to total equity. Net income has been 
adjusted and does not include non-recurring incomes and expenses.

99 The business models clusters combine banks by services and products, 
defined by selected features reflecting similar businesses among the 
banks, as it follows: a) Multiple-purpose Banks – perform multiple types 
of services and financial products, as loan portfolio, demand and time 
deposits, capital market, funds management, among others, besides a large 
network of branches and diversified customer relationship; b) Regional 
State-Owned Banks – (federal or state) present a regional scale and a 
relevant network of branches and number of regional account holders, 
benefiting from a diversified funding; c) Banks from Industrial Group – 
linked to commercial or industrial groups with a focus on supporting the 
group production chain; d) Credit Banks – perform mainly with loans and 
credit risk exposures, mostly relying on the credit portfolio income; and 
e) Treasury and Investments Banks – focus on securities portfolio, repo, 
derivatives and investments.
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(Figure 4.3). On the other hand, smaller banks engaged in 
specific market niches, products and/or services reported 
lower profitability in 2017. However, most of the smaller 
banks showed signs of recovery in 2017, except those that 
heavily rely on securities portfolio. This business model 
has strongly been influenced by Selic reduction, which 
directly affects banks’ net interest margin.

Figure 4.4 shows that Brazilian-banking system is in 
an intermediate position in terms of profitability when 
compared to a selected sample of countries representing 
different continents100.

4.2 Factors Influencing the 
Profitability Evolution

Regarding the main factors that contribute to banks' 
profitability it can be noticed that the credit return rate101 
increased throughout 2015 and 2016, but since 2017, this 
trend has reversed (Figure 4.5). Funding costs —affected 
by the tightening of the monetary policy up to the end 
of 2015— pressured the upward movement in 2015, and 
its sustainability in 2016. However, improvement in loan 
portfolio rates over 2015 and the beginning of 2016 did 
not timely follow the funding costs, due to floating and 
fixed interest rates of funding and credit, respectively, 
which pressured the net credit margin. Over 2017, net 
credit margin moved in the opposite direction due to 
the timely decrease in funding costs compared to credit 
revenues. Loan portfolio fixed interest rates characteristic 
resulted in a gradual renewal of the average interest rates, 
with a longer-lasting effect on credit revenues.

The aforementioned factor affected the return on capital 
allocated to loans, a specific ROE proxy estimated to the 
credit segment102. Even with the reduction in new loans 
rates over 2017, the quicker decline in funding costs and 
the lower need for new LLP positively contributed to the 
profitability of banks operating in the credit segment, 
partially offset by the increase in equity (Figure 4.6).

100 Based on FMI’s Financial Soundness Indicators (FSI) available data.
101 Loan income to the average loan portfolio over the period.
102 Net income from credit activity, which is a proxy for the loan business 

profit, is calculated based on the profit share in the ICC (Cost of Credit 
Index) spread breakdown according to the methodology adopted by 
BCB. Therefore, the mentioned proxy does not consider each institution 
particularities neither discretionary aspects over different overhead and 
costs allocation methodologies. Furthermore, net income from credit 
activity does not include service revenues related to credit.
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Data on Table 4.1 support the described movement. 
Over 2017, the reduction in funding costs had more than 
offset the credit and securities revenues decrease, which 
contributed to the net interest margin and net income 
growth.103

In addition, Figure 4.7 evidenced a significant drop 
in LLP expenses, the main reason for the recovery of 
profitability over 2017. The reduction was not sharper 
due to changes in the credit portfolio mix. Small and 
medium-sized companies and household share in the 
credit portfolio have increased, especially in smaller 
retail banks.

Table 4.2 shows that services revenues continued 
to contribute positively to profit. Services revenues 
sustained a continuous growth for the last three years. 
Figures for 2017 were 8.7% higher than for 2015. The 
main sources of services revenues were account and 
service fees (representing 22.1% in the last year). In 2017, 
investment fund service fees rose due to the expansion 
in the investment fund market.

At the same time, Table 4.3 indicates that administrative 
expenses over 2017 grew by 6.6% compared to 2015. 
This increase was lower compared to the accrued inflation 
in the same period, which reached 9.4% according to the 
IPCA index.

Among the actions taken by banks to reduce administrative 
expenses, it can be highlighted the organizational 
restructuring, composed of voluntary dismissal programs 
(VDPs) and branches shutdown. The VDPs significantly 
reduced the number of employees over 2017. However, 
short-term and extraordinary expenses related to the 
same programs (compensatory indemnities) affected 
administrative expenses in the second half of the year. 
The group of banks that have engaged in VDPs and 
branches shutdown should stabilize or even reduce its 
operational costs in the coming years.

Considering the non-recurring nature of   administrative 
expenses in the second half of 2017 and the positive 
effect from VDPs for personnel expenses, the outlook 
for operational efficiency is favorable, which should 
gradually increase throughout 2018. This trend can be 
observed in the evolution of the ratio of services income 
to administrative expenses through 2015 and 2016, 
evidenced in Figure 4.9.

103 NIM represents (credit + securities) revenues over interests assets (%) 
reduced from funding cost (%).

Table 4.1 – Essential revenues and expenses components
BRL bn.

2015 2016 2017

Main Revenues
Gross interest revenues (credit) 456 458 438

Gross interest revenues (securities) 195 201 174

Services revenues 134 144 146

Expenses

Funding costs (interest) -348 -386 -310 

LLP expenses -111 -115 -92 

Administrative expenses -209 -220 -223 

Equity income from subsidiaries 18 21 18

0

6

12

18

24

30

0

30

60

90

120

150

Jan
2015

Jun Dec Jun
2016

Dec Jun
2017

Dec

Foreign
State-owned
Private
LLP expenses / Credit gross revenues (left axis)

Figure 4.7 – LLP expenses by ownership
12-months accumulated

BRL bn.%

16.1

12.8 13.5

0

4

8

12

16

20

2015 2016 2017

%

ROE from credit Simulated fixed income
(12 months)

Figure 4.6 – Return on Equity (ROE) from credit

* Fixed income parameters were based on simulated investment by the end of each year  
(100% Selic rate - after taxes).



2017  |  Banking Report  |  81

Equity income from subsidiaries, recognized by the 
equity equivalence method, represented about 25% of 
the banking system net income. Insurance and pension 
industries were the most important businesses. In 2017, 
these economic sectors represented about 68% of the 
equity income from subsidiaries. Secondly, payment 
institutions contributed to approximately 11% of the 
mentioned income, as seen in Figure 4.10.

4.3 Conclusions

The banking system profitability dropped down during 
the economic crisis mainly due to the increase in 
delinquency and higher LLP expenses. In 2017, the 
economic recovery and the perception of a lower risk 
environment helped reducing the need for LLP. The 
funding costs downward trend started at the end of 2016, 
timely following the Selic reduction, as the rate of return 
of the credit portfolio gradually decreased. As a result, 
the combination of these two factors– in a restrictive 
economic policy environment – improved profitability 
levels pressuring, however, the profits of banks that 
heavily rely on securities activities.

Table 4.3 – Composition of administrative expenses
Expenses in each year

Expenses itens 2015 2016 2017

Personnel 111,9     119,4     121,2     

Outsourced services 25,8       25,5       26,2       

Data processing/ telecommunications 18,4       18,7       18,6       

Facilities 14,3       15,4       15,4       

Amortization and Depreciation* 16,6       17,2       16,5       

Services rendered by SFN Entities** 6,3         7,0         7,4         

Advertising and promotion 4,7         4,8         5,1         

Security 4,2         4,5         4,6         

Transportation 2,9         2,9         2,9         

Payment services*** -        -         3,8         

Other 8,2         8,1         6,3         

Total 213,2     223,5     227,9     

** National Financial System (SFN)
* Account created in July 2017 to report expenses with services in payment schemes (Circular 
Letter 3,828/2017). Estimated value based on the second half of 2017. Until July 2017, 
payment services expenses were reported in another account  without unbundling.

BRL bn.

* Amortization of goodwill on acquisitions is not included.

Table 4.2 – Composition of service revenues
Revenues in each year

Services itens 2015 2016 2017

Total bank account fees        36.2        40.4        44.2 

     Fees - households        27.2        30.3        33.5 

     Fees - corporations          9.0        10.2        10.7 

Investment funds (fees)        10.3        10.9        12.2 

Constitutional funds and lotteries (fees)          8.9          9.4          9.7 

Bank bills collection          6.4          6.9          7.1 

Bank guarantee          5.5          6.3          6.8 

Capital market          3.9          4.6          5.7 

Payment services*            -              -          18.1 

Other services revenues        62.5        65.4        42.2 

Total 133.7 143.9 145.9

* Account created in July 2017 to report revenues for services rendered in payment 
schemes (Circular Letter 3,828/2017). Estimated value based on the second half of 2017. 
Until July 2017, payment services revenues were reported in another account  without 
unbundling.

BRL bn.
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5Concentration, Competition and 
Innovation

This chapter addresses concentration and competition 
issues in the financial markets. First, it analyses the evolution 
of concentration indicators in the National Financial 
System (SFN), followed by a cross-country comparison. 
Then, it examines financial institutions’ market share 
(FIs) in different credit types and presents competition 
indicators of the SFN. Finally, it reports on technological 
innovations in the sector, particularly those related  
to FinTechs.

5.1 Concentration Indicators

To monitor concentration levels in the commercial banks 
segment (b1) of the SFN, the BCB has been using, among 
others, the normalized Herfindahl-Hirschman Index 
(HHIn)104 and the Concentration Ratio of the Largest 
Five Participants (CR5) in total assets, outstanding credit 
operations and total deposits.

The BCB analyzes the concentration levels of accounting 
aggregates related to total assets, outstanding credit 
operations, and total deposits in the financial system.105 

104 The Herfindahl-Hirschman Index (HHI) is used by domestic and 
international competition authorities as an auxiliary instrument for the 
evaluation of economic concentration. Its normalized version –the HHIn– 
is obtained by the sum of the squared market shares of each FI being 
considered in the decimal form: HHIn = (FI1)2 + (FI2) 2 +... + (FIj) 2, which 
results in a number between 0 and 1. Based on the Guide for the Analysis of 
Concentration Acts (Guia para análise de atos de concentração) released 
by Comunicado 22,366, dated April 27, 2012, the BCB considers that 
markets with HHIn from 0 and 0.1000, have a low concentration level; 
from above 0.1000  to 0.1800, moderate concentration; and from above 
0.1800 until 1, high concentration.

105 We adopted the following methodology to form these series. The Total 
Assets series is the Adjusted Total Assets (ATA) series. The adjustments 
in this series consist on excluding from the total assets: 1) interfinancial 
deposits’ investments; 2) interfinancial on-lending; and 3) investments in 
institutions authorized by the BCB. The Total Deposits series is computed 
by deducting from the total deposits the interfinancial deposits and 
summing up the amounts of Financial Bills, Agribusiness Credit Bills 
(LCA) and Real Estate Credit Bills (LCI). For the non-banking segment, 
the Exchange Bills amount is also added. The Credit Operations series 
are computed from all credit operations.
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Since March 2015, the BCB has broadened its monitoring 
scope of concentration levels by including both the 
banking segment (b1+b2) and the banking and non-
banking segments (b1+b2+b3+b4+n1). 106 The analyses 
that follow take into account only domestic operations 
in Brazil.107 

Table 5.1 shows the HHIn and CR5 for domestic 
operations, considering three aggregation levels: banking 
and non-banking segments; only banking segment; and 
commercial banks segment. The table also presents a 
“numbers-equivalent” index (HHIn), which represents 
the number of financial institutions with equal market 
shares that would yield such HHI. Therefore, the greater 
the concentration, the greater the HHIn and the lower 
is its associated “numbers-equivalent” index HHIn. 108 

There were no significant changes in the concentration 
indicators from December 2015 to December 2017, 
even though there were several relevant concentration 
acts in this period, such as the acquisition of the HSBC 
(by Bradesco) and Citibank (by Itaú-Unibanco). As for 
deposits, concentration levels declined slightly from 2015 

106 The segment (b1) comprises the commercial banks, universal banks with 
a commercial portfolio, and savings banks; (b2) universal banks that do 
not have a commercial portfolio and investment banks; (b3) credit unions; 
(b4) development banks; and (n1) non-banking credit institutions.

107  Due to its focus on financial stability, the BCB’s Financial Stability 
Report (REF) has used the concentration indicators HHI and CR4, 
considering both domestic and international operations of Brazilian 
financial institutions. Unlike the REF, this report uses the CR5 in order 
to allow international comparison.

108  The equivalent number HHIn is given by η = 1/HHIn. For example, if the 
equivalent number is equal to 7, that means that if there were only seven 
enterprises in the market and all of them with the same participation, the 
corresponding HHIn would be 0.142857.

Table 5.1 – Summary of Concentration Indicators

2015 2016 2017 2015 2016 2017 2015 2016 2017

Total assets

     IHHn 0.1090 0.1149 0.1146 0.1311 0.1397 0.1404 0.1371 0.1541 0.1457

     CR5 69.4% 71.2% 71.0% 78.1% 81.2% 81.3% 79.9% 82.7% 82.8%

     Equivalent IHHn nr. 9.2 8.7 8.7 7.6 7.2 7.1 7.3 6.5 6.9

Total deposits

     IHHn 0.1481 0.1544 0.1417 0.1623 0.1710 0.1571 0.1660 0.1740 0.1598

     CR5 78.2% 81.3% 80.2% 81.9% 85.6% 84.4% 82.9% 86.4% 85.2%

     Equivalent IHHn nr. 6.8 6.5 7.1 6.2 5.8 6.4 6.0 5.7 6.3

Credit Operations

     IHHn 0.1242 0.1291 0.1280 0.1551 0.1629 0.1618 0.1653 0.1723 0.1712

     CR5 73.2% 74.3% 73.2% 80.9% 83.3% 83.5% 83.5% 85.7% 85.9%

     Equivalent IHHn nr. 8.1 7.7 7.8 6.4 6.1 6.2 6.1 5.8 5.8

Note: Data from December of each year.

Banking and non-banking segment Banking Commercial banks segment
Indicators
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and 2017, whereas, for total assets and credit operations, 
concentrations increased slightly in 2016. In some cases, 
they partially reverted in 2017.

The values of HHIn for the three accounting aggregates 
are largely determined by the commercial banks segment, 
especially by state-owned banks. From 2015 to 2017, 
the average share of the commercial banks segment in 
relation to other SFN’s segments represented 85% of 
total assets, 94% of total deposits and 82% of the credit 
operations. In the commercial banks segment, on average, 
Banco do Brasil and Caixa Econômica Federal accounted 
for 40% of total assets, 49% of total deposits and 51% 
of credit operations.

5.2 Concentration and Bank Spreads 

In several countries, banking industry presents significant 
levels of concentration. This phenomenon partially 
occurs because this segment requires gains from economy 
of scale and high investments in operational and risk 
management technology.

Table 5.2 shows the banking concentration measured by 
total assets CR5 in several countries, between 2006 and 
2016.109 Even though concentration levels are relatively 
persistent, in most countries, this concentration increased 
after the global financial crisis of 2008. According to 
this measure, the concentration level in Brazil increased 
in this period. For this reason, in 2016, the country was 
included —together with Australia, Canada, France, the 
Netherlands and Sweden— in the group of countries with 
the most concentrated banking systems in world.

The BCB monitors SFN’s concentration and the risks 
it poses to the system, along with the possible effects 
on the banking spread and other prices. However, the 
relationship between concentration and spreads is not 
as direct as could be suggested by common sense.110 For 
example, some studies indicate an inverse relationship —
instead of a direct relationship— between concentration 

109 Data obtained from the Bank for International Settlements. Committee 
on the Global Financial System. Structural changes in banking after the 
crisis. CGFS Papers, nº 60, 2018. Information shown in this section 
about bank concentration in Brazil, measured by the participation of the 
largest banks, may differ from those shown in other sections due to the 
difference in the number of banks taken into consideration.

110 For the Brazilian case, see (i) TONOOKA, E. K. and KOYAMA, S. M. 
Taxa de juros e concentração Bancária no Brasil. BCB’s Working Paper 
Series, no. 62, 2003; and (ii) SILVA, M. S. Avaliação do processo de 
concentração-competição no setor bancário brasileiro. BCB’s Working 
Paper Series, no. 377, 2014. 

Table 5.2 – Banking system concentration: share of system
assets of five largest banks

%
Itemization 2006 2008 2010 2012 2014 2016

Developed countries

     Germany 29 27 40 38 37 35

     Australia 69 74 78 80 81 80

     Belgium 84 81 75 66 66 66

     Canada 82 80 81 83 81 81

     Spain 49 51 57 62 63 65

     United States 35 38 44 45 44 43

     France - 77 81 81 81 82

     Netherlands 84 84 82 82 86 89

     Italy 26 31 40 40 41 43

     Japan 45 46 46 47 51 51

     Luxembourg 29 27 31 33 32 29

     United Kingdom 50 45 53 54 51 48

     Sweden 79 80 78 77 77 76

     Switzerland 57 55 53 49 51 53

Emerging countries

     Brazil 60 73 76 77 78 82

     China 55 51 49 45 41 37

     Korea 61 60 61 60 59 62

     India 40 37 35 35 35 36

     Mexico 80 78 74 70 73 70

     Singapore 39 39 41 41 43 42

Source: BIS
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and credit cost.111 In fact, several factors not associated 
with concentration may influence credit cost, such 
as regulatory inefficiency, informational rigidity and 
restricted financial literacy.

The complexity of this issue is illustrated by Figures 
5.1.a, 5.1.b, and 5.1.c, which show the concentration 
levels and banking spreads of European countries112 
before, during and after the global financial crisis of 2008, 
respectively. This crisis led to structural changes in the 
banking market not only in Brazil, but in other countries 
as well. Figure 5.1.d. shows the average concentration 
level and bank spreads throughout these three periods.

The visual analysis of the panels does not reveal a 
relationship between concentration and spread. It is worth 
noting that, in some countries with high concentration 
levels, such as Finland and the Netherlands, spreads 
are significantly lower than in other countries with 
low concentration levels, such as Germany and Italy. 
Moreover, the analysis suggests that the increased 
financial system concentration observed after the 
financial crisis, even in those countries less impacted by 
the crisis, was not followed by increased spreads.

These data provide evidence that higher levels of banking 
concentration alone do not cause high spreads. Instead, 
the data suggest that other structural factors are important 
to explain the credit cost. In the decomposition of the 
ICC presented in Chapter 3, the credit cost spread can 
be explained, in a decreasing order of magnitude, by 
delinquency, administrative costs, taxes and financial 
margin. The latter includes both profits and other factors 
not addressed by the methodology.

In this decomposition, the competition factor affects 
mainly the financial margin component through profits. 
Even though this is the component with the lowest 
weight in the ICC spread, the increase of competition is 
a priority inserted in the “Credit Cost Reduction” pillar 
of the BC+ Agenda. BCB has been seeking to increase 
competitiveness as a way of reducing credit cost. More 
generally, BCB has been working for a structural and 

111 FUNGÁCOVÁ, Z., SHAMSHUR, A. and WEILL, L. Does bank 
competition reduce cost of credit? Cross-country evidence from Europe. 
Journal of Banking and Finance, v. 83, p. 104-120, 2017. In this article, 
based on a sample of twenty European countries, an inverse significant 
relationship is found between concentration indicators (HHIn and CR5) 
and the cost of credit for the firms. 

112 The sample of European countries was chosen as their statistics are 
published by the European Central Bank according to a standardized 
form, improving the reliability of comparisons among data from different 
jurisdictions.

Figure 5.1.a – Concentration/1 × spreads/2 in European countries/3 – from 
2003 to 2008

Source: European Central Bank

/1 The concentration is measured by the Concentration Ratio of the five biggest (RC5) participants 
in the Assets.

/2 Spread is the difference between the interest rates for new loans for individuals and non-financial 
corporations and the weighted average of the return rate for deposits.

/3 The sample of countries derives from the data availability and is composed by Germany, Austria, 
Belgium, Cyprus, Slovakia, Slovenia, Spain, Estonia, Finland, France, Greece, Holland, Ireland, Italy, 
Latvia, Lithuania, Luxembourg, Malta and Portugal. 

Figure 5.1.b – Concentration/1 × spreads/2 in European countries/3 – from 
2009 to 2012

Source: European Central Bank

/1 The concentration is measured by the Concentration Ratio of the five biggest (RC5) participants 
in the Assets.

/2 Spread is the difference between the interest rates for new loans for individuals and non-financial 
corporations and the weighted average of the return rate for deposits.

/3 The sample of countries derives from the data availability and is composed by Germany, Austria, 
Belgium, Cyprus, Slovakia, Slovenia, Spain, Estonia, Finland, France, Greece, Holland, Ireland, Italy, 
Latvia, Lithuania, Luxembourg, Malta and Portugal. 
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sustainable credit cost reduction, according to the BC+ 
Agenda pillars, presented in the Chapter 6 of this Report. 
In fact, the Institution has been implementing measures 
for increasing information availability to financial 
institutions, adapting regulation according to the size 
of the financial institution, stimulating loans portability, 
facilitating access to or change of financial institution by 
customers and encouraging financial innovations.

In summary, increased competition means lower credit 
cost and more benefits to the population. This objective 
is included in the BC+ Agenda. However, it is crucial 
to understand two aspects related to this issue. Firstly, 
greater competition does not necessarily require lower 
concentration level. Secondly, competition is not a 
dichotomic issue, i.e., it cannot be reduced to the question 
of whether there is competition or not. The relevant issue 
is the competition level. Similarly to the concentration 
index HHIn, whose values may range in the continuous 
from 0 (no concentration) to 1 (fully concentrated), the 
competition level can be measured by a continuous range 
(see Section 5.4 of this chapter).

5.3 Market Share of Financial 
Institutions by Credit Type 

This section shows the evolution of market shares of 
different financial institutions in the most important credit 
types. In order to obtain a comprehensive view over the 
financial system, the analysis encompasses banking and 
non-banking institutions, as well as credit operations 
with earmarked and non-earmarked resources. Tables 
5.3 to 5.6 display the FIs’ HHIn and their market shares 
for the following credit types: credit to households, 
corporate credit, real estate credit and rural credit.113 In 
these tables, ranks 1 to 5 refer to the market shares of the 
five largest banks (in decreasing order) and ranks 6 to 10 
indicate the aggregate market shares of SFN segments,114 
excluding the five largest participating banks (also in 
decreasing order).

Table 5.3 shows a slight reduction in the market share of 
the five banks with the largest shares in the household 
credit segment in 2017 when compared to 2016. This 
fact reflected the increased participation of smaller 
commercial banks and credit unions in the segment. 
This table also reveals that the concentration measured 

113 Annex C shows supplementary tables for a broader set of credit types. 
114 The same segments listed in the footnote 103 of this chapter. 

Figure 5.1.d – Concentration/1 × spreads/2 in European countries/3 – 
Averages from 2003 to 2016

Figure 5.1.c – Concentration/1 × spreads/2 in European countries/3 – from 
2013 to 2016

Source: European Central Bank

/1 The concentration is measured by the Concentration Ratio of the five biggest (RC5) participants 
in the Assets.

/2 Spread is the difference between the interest rates for new loans for individuals and non-financial 
corporations and the weighted average of the return rate for deposits.

/3 The sample of countries derives from the data availability and is composed by Germany, Austria, 
Belgium, Cyprus, Slovakia, Slovenia, Spain, Estonia, Finland, France, Greece, Holland, Ireland, Italy, 
Latvia, Lithuania, Luxembourg, Malta and Portugal. 

Source: European Central Bank

/1 The concentration is measured by the Concentration Ratio of the five biggest (RC5) participants 
in the Assets.

/2 Spread is the difference between the interest rates for new loans for individuals and non-financial 
corporations and the weighted average of the return rate for deposits.

/3 The sample of countries derives from the data availability and is composed by Germany, Austria, 
Belgium, Cyprus, Slovakia, Slovenia, Spain, Estonia, Finland, France, Greece, Holland, Ireland, Italy, 
Latvia, Lithuania, Luxembourg, Malta and Portugal. 
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by the HHIn also decreased slightly in 2017, remaining 
at moderate levels. Nearly half of the credit volume 
(50.8%) was concentrated on Caixa Econômica Federal 
(CEF) and Banco do Brasil, reflecting the importance of 
these two financial institutions in the real estate, rural and 
payroll-deducted credit markets.

The corporate credit segment followed a similar trend, 
showing a reduction in the share of the four largest 
institutions in 2017, compared to the previous year (Table 
5.4). Measured by the HHIn, the concentration also 
declined slightly in the period, remaining at a moderate 
level. In 2017, the market shares of credit unions 
increased 0.50 p.p. while the participation of the BNDES 
declined by 0.59 p.p. In the same year, three federal 
state-owned banks held 52.04% of the market. Jointly 
with two private banks, they accounted for 72.71% of 
this market, followed by smaller commercial banks, with 
a share slightly higher than 20%.

Despite the already concentrated market, the real estate 
credit (households and corporations) showed a further 
increase in the HHIn (Table 5.5), indicating a tendency 
of more concentration. CEF’s share reached 69.96% in 
2017, raising the participation of the five largest banks 
to 96.65%.

As for the rural credit segment (households and 
corporations), the participation of the Banco do Brasil 
increased, reaching 55.45% in 2017 (Table 5.6). 

Table 5.3 – Market share – Households
Rank

1 Caixa Econômica Federal 32.30% Caixa Econômica Federal 32.58% Caixa Econômica Federal 31.88%

2 Banco do Brasil S.A. 19.15% Banco do Brasil S.A. 19.13% Banco do Brasil S.A. 18.92%

3 Itaú Unibanco S.A. 12.38% Itaú Unibanco S.A. 11.91% Itaú Unibanco S.A. 11.77%

4 Banco Bradesco S.A. 9.30% Banco Bradesco S.A. 10.78% Banco Bradesco S.A. 10.38%

5 Banco Santander      (Brasil) 
S.A. 7.52% Banco Santander      (Brasil) 

S.A. 7.68% Banco Santander      (Brasil) 
S.A. 8.65%

6
Other commercial / multiple 
banks with a commercial 
portfolio

12.09%
Other commercial / multiple 
banks with a commercial 
portfolio

10.71%
Other commercial / multiple 
banks with a commercial 
portfolio

11.01%

7 Credit unions 3.33% Credit unions 3.45% Credit unions 3.72%

8 Investment / multiple banks 
w/o commercial portfolio 2.49% Investment / multiple banks 

w/o commercial portfolio 2.10% Investment / multiple banks 
w/o commercial portfolio 2.11%

9 Non-banking credit 1.16% Non-banking credit 1.36% Non-banking credit 0.28%

10 Development banks 0.29% Development banks 0.30% Development banks 1.28%

      Total 100.00% 100.00% 100.00%

      HHIn 0.1718 0.1754 0.1706

20172015 2016
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According to the HHIn, the market concentration of this 
credit type declined slightly in 2016, which was reverted 
in 2017. It is noteworthy the participation of cooperative 
banks in 2015 (Banco Cooperativo Sicredi and Banco 
Cooperativo do Brasil), which were afterwards surpassed 
by Santander and Banco de Desenvolvimento Regional 
do Extremo Sul.

5.4 Competitiveness Indicators

Empirical studies show that developed financial markets, 
with less economic barriers to entry for new institutions 
and for the development of new products and services 
(financial innovation), may be competitive, despite high 
levels of concentration.115

Lerner and Boone indicators, which are widely employed 
for measuring the level of competitiveness in different 
economic sectors,116 may be used for systematically 
monitoring the competitiveness levels in the SFN 
credit market. Both indicators use continuous variables, 
covering a spectrum that ranges from full competition, 
in one extreme of the scale, to absence of competition, 
in the other extreme.

115 See CLAESSENS, S. and LAEVEN, L. What drives bank competition? 
Some international evidence. Journal of Money, Credit and Banking, 
v. 36, n. 3, p. 563-583, 2004. 

116 BIKKER, J. A. and HAAF, K. Competition, concentration and their 
relationship: an empirical analysis of the banking industry. Journal of 
Banking & Finance, v. 26, issue 11, p. 2191-2214, 2002. 

Table 5.4 – Market share – Corporate
Rank

1 BNDES 22.59% BNDES 21.89% BNDES 21.30%

2 Banco do Brasil S.A. 20.15% Banco do Brasil S.A. 18.92% Banco do Brasil S.A. 18.70%

3 Caixa Econômica Federal 11.10% Caixa Econômica Federal 12.25% Caixa Econômica Federal 12.04%

4 Banco Bradesco S.A. 9.86% Banco Bradesco S.A. 11.72% Banco Bradesco S.A. 11.50%

5 Itaú Unibanco S.A. 9.48% Itaú Unibanco S.A. 9.10% Itaú Unibanco S.A. 9.17%

6
Other commercial / multiple 
banks with a commercial 
portfolio

21.01%
Other commercial / multiple 
banks with a commercial 
portfolio

19.87%
Other commercial / multiple 
banks with a commercial 
portfolio

20.29%

7 Investment / multiple banks 
w/o commercial portfolio 2.83% Investment / multiple banks 

w/o commercial portfolio 2.67% Investment / multiple banks 
w/o commercial portfolio 2.76%

8 Credit unions 1.55% Credit unions 1.92% Credit unions 2.42%

9 Other development banks 0.86% Other development banks 1.01% Other development banks 1.14%

10 Non-banking credit 0.57% Non-banking credit 0.64% Non-banking credit 0.67%

      Total 100.00% 100.00% 100.00%

      HHIn 0.1281 0.1266 0.1232

20172015 2016
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Table 5.5 – Market share – Real estate – Households + corporations
Rank

1 Caixa Econômica Federal 67.28% Caixa Econômica Federal 68.17% Caixa Econômica Federal 69.96%

2 Banco do Brasil S.A. 8.00% Banco do Brasil S.A. 7.86% Banco do Brasil S.A. 7.75%

3 Itaú Unibanco S.A. 7.55% Banco Bradesco S.A. 7.26% Banco Bradesco S.A. 7.06%

4 Banco Bradesco S.A. 6.18% Itaú Unibanco S.A. 7.10% Itaú Unibanco S.A. 6.80%

5 Banco Santander      (Brasil) 
S.A. 5.86% Banco Santander      (Brasil) 

S.A. 5.73% Banco Santander      (Brasil) 
S.A. 5.08%

6
Other commercial / multiple 
banks with a commercial 
portfolio

4.88%
Other commercial / multiple 
banks with a commercial 
portfolio

3.57%
Other commercial / multiple 
banks with a commercial 
portfolio

3.06%

7 Non-banking credit 0.25% Non-banking credit 0.31% Non-banking credit 0.30%

8 Credit unions 0.00% Credit unions 0.00% Credit unions 0.00%

9 Investment / multiple banks 
w/o commercial portfolio 0.00% Investment / multiple banks 

w/o commercial portfolio 0.00% Investment / multiple banks 
w/o commercial portfolio 0.00%

10 Development banks 0.00% Development banks 0.00% Development banks 0.00%

      Total 100.00% 100.00% 100.00%

      HHIn 0.4750 0.4875 0.5102

20172015 2016

Table 5.6 – Market share – Rural – Households + corporate
Rank

1 Banco do Brasil S.A. 45.41% Banco do Brasil S.A. 47.55% Banco do Brasil S.A. 55.45%

2 Banco Bradesco S.A. 6.68% Banco Bradesco S.A. 6.14% Banco Bradesco S.A. 7.21%

3 Banco Cooperativo Sicredi 
S.A. 3.89% Banco Cooperativo Sicredi 

S.A. 4.28% Banco Santander      (Brasil) 
S.A. 4.05%

4 Itaú Unibanco S.A. 2.78% Itaú Unibanco S.A. 2.57% Itaú Unibanco S.A. 3.05%

5 Banco Cooperativo do Brasil 
S.A. 2.56% Banco Santander      (Brasil) 

S.A. 2.53% Banco Desenv. Regional do 
Extremo Sul 2.95%

6
Other commercial / multiple 
banks with a commercial 
portfolio

25.94%
Other commercial / multiple 
banks with a commercial 
portfolio

23.60%
Other commercial / multiple 
banks with a commercial 
portfolio

13.86%

7 Credit unions 6.61% Credit unions 7.08% Credit unions 9.10%

8 Other development banks 3.16% Other development banks 3.34% Other development banks 0.76%

9 Investment / multiple banks 
w/o commercial portfolio 2.41% Investment / multiple banks 

w/o commercial portfolio 2.41% Investment / multiple banks 
w/o commercial portfolio 3.03%

10 Non-banking credit 0.54% Non-banking credit 0.50% Non-banking credit 0.53%

      Total 100.00% 100.00% 100.00%

      HHIn 0.3457 0.3377 0.3488

20172015 2016
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The Lerner Index117 seeks to measure the capacity 
of a profit-maximizing bank to exert market power 
by charging relatively high interest rates on credit 
operations compared to its costs with no significant loss 
of customers to competing institutions. Box 10 presents 
an analytical framework in which this capacity may be 
summed up by the elasticity of credit demand in relation 
to charged interest rates (θ>1). In an environment of high 
competitiveness level, the value of θ is high, whereas 
small values refer to environments in which banks hold 
greater market power.

Institutions with some market power seek to set up 
interest rates by using an optimal mark-up, which 
depends on the elasticity θ and on its marginal cost for 
supplying credit. The marginal cost corresponds to the 
increase of total cost required for slightly increasing the 
credit supply.

In this context, Lerner Index captures the amount by 
which interest rates exceed marginal costs. For banks 
that aim to maximize profits, the indicator varies from 0 
(perfect competition) to 1 (perfect monopoly).

An issue that is relevant is to understand how to interpret 
the Lerner Index when it is calculated for sectors in which 
firms do not necessarily aim to maximize profits, such as 
in the case of credit unions. However, it could be assumed 
that cooperatives intend to maximize benefits provided to 
their members, while maintaining excess reserve funds 
at sustainable levels over time.

Box 10 demonstrates that the Lerner Index may be 
negative for those firms that pursue stable and positive 
profit margins (excess reserve funds, in the case of 
cooperatives) in relation to revenues. In other words, this 
strategy is compatible with the maintenance of negative 
mark-ups on the marginal cost without resulting in losses. 
This can be explained by the fact that, in general, average 
production costs are lower than marginal costs.

The Boone Indicator,118 on the other hand, measures the 
sensitivity119 of the institutions’ market share to their 
marginal cost variations. An increase in the marginal cost 
of a specific institution is expected to raise its interest 

117 LERNER, A. The Concept of Monopoly and the Measurement of 
Monopoly Power. The Review of Economic Studies, v. 1, n. 3, p. 157175, 
1934.

118 BOONE, J. A New Way to Measure Competition. Economic Journal, v. 
118, p. 1245-1261, 2008. 

119 The original Boone Indicator considers accounting profit instead of market 
share. 
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rates in relation to those from other institutions, and, 
consequently, to decrease its market share. If the financial 
institution’s market share does not change significantly, 
it means low competition.120

Therefore, the more negative the Boone indicator, the 
greater the level of competitiveness of the sector. The 
indicator varies from zero (perfect monopoly) to minus 
infinite (perfect competition).

Therefore, Lerner and Boone indicators are complementary 
measures of the level of competitiveness in the banking 
industry. In this report, these indicators were estimated 
for the credit market, considering all the credit types 
available for both the household and corporate segments. 
In addition, the report also presents the Boone-consistent 
Lerner Index under simplified assumptions. Box 10 
describes the methodologies adopted for estimating these 
indicators.

Figure 5.2 shows the Lerner Index for the following 
segments: banking (b1), non-banking credit (n1) and 
credit unions (b3). In general, the bank segment Lerner 
Index is higher than the non-banking and credit unions 
segments in the entire period under analysis.

In general, the Lerner Index of the bank segment declined 
gradually until 2010, when it started to drop more 
significantly until 2012, revealing an increase in the level 
of competitiveness. After 2012, this indicator increased, 
but, in 2016 and 2017, it remained at levels slightly lower 
than those in 2010. Thus, in general, the Lerner Index 
suggests an increased competitiveness trend in the bank 
segment over the sample period.

Concerning credit unions, the Lerner Index followed 
a downward trend until mid-2006, exhibiting negative 
values since then,121 with a slight increase over the last 
years of the period under analysis. The decline of this 
index is compatible with a likely change in the policy 
of excess reserve funds towards reducing them for 
benefitting their members in the credit market. However, 
specific studies are necessary to determine the causes of 
this phenomenon. 

120 Box 10 shows how the Boone Indicator varies according to the elasticity 
of credit demand.

121 As previously discussed, negative values for the Lerner Index does not 
necessarily mean that such financial institutions are operating with losses. 
In fact, the mark-up on the average cost remained positive on the same 
period, with values ranging between 10% (in 2005) and 5% (in 2017), 
with a historic low of 5%.
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Categorizing banks in terms of control (Figure 5.3), 
state-owned or private, the Lerner Index for state-owned 
banks stood at relatively lower levels until 2013, but 
then converged to similar levels of private banks. By 
considering only the largest banks (Figure 5.4), the 
difference between state-owned and private banks is 
even more significant, in spite of also showing a recent 
convergence trend. Therefore, especially for larger banks, 
the mark-up over the marginal cost for state-owned banks 
was much lower than that of the private sector during 
most of the period under analysis, converging in the 
more recent period.

Figure 5.5 shows the evolution of the Boone Indicator 
for state-owned and private banks over the period. The 
private banks indicator followed a downward trend, 
indicating an increase in the level of credit market 
competitiveness. State-owned banks followed this trend 
until 2014, when it was reverted.

Figures 5.6 and 5.7 show the traditional Lerner Index and 
the Boone-consistent Lerner Index for state-owned and 
private banks, respectively. This comparison is important 
because it shows that, even though these indicators are 
at different levels, they reveal similar trends. According 
to these indicators, the competitiveness level increased 
in the period under analysis.

5.5 FinTechs in Brazil

In this Report, the definition proposed by the Financial 
Stability Board (FSB)122 for FinTech is adopted:

“… technologically enabled financial 
innovation that could result in new business 
models, applications, processes, or products 
with an associated material effect on financial 
markets and institutions and the provision of 
financial services”.123

The ecosystem of startups that intensively use financial 
technology (FinTech) is diversified, and has been growing 
in the country over the last years (Figure 5.8). In addition 
to the six digital banks operating in Brazil, the recently 
released Radar FintechLab124 records the existence of 
332 startups and financial providers operating in Brazil 

122 See http://www.fsb.org/wp-content/uploads/%20R270617.pdf.
123 This definition focuses on activities and results, rather than on providers 

of FinTech services or underlying technologies. 
124  Radar FintechLab, from November 2017, based on a survey carried out 

by Clay Innovation consulting company.
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in November 2017 (a 36% expansion in the previous 
9 months).125  These enterprises differ in terms of size, 
operational stage and market segment. 

The Radar FintechLab issue highlights the following 
market segments: payments, financial management, 
loans, investments, private financing, insurance, debt 
negotiation and crypt assets and ledgers (Distributed 
Ledger – DLTs). Some of these segments are already 
included within the scope of regulation agencies, such 
as the Stock Exchange Commission (CVM) and the 
Private Insurance Supervisor (Susep). Other segments 
may be included in the BCB regulatory perimeter —
such as the payments segment—, especially in view of 
recent revisions reported in the Chapter 6 of this Report 
(Figure 5.9).

Investment in technologically enabled financial 
innovations in Brazil is significant when compared to 
other emerging economies, excluding China and India126. 
The amount of investments in startups was estimated 
at R$515 million in 2016 and R$457 million in 2017. 
However, the analysis is impaired because typical data 
releases aggregate the number of transactions and the sum 
of values by continent, singling out only investments in 
few sizable initiatives or highlighting those carried out 
with the participation of foreign capital.127

In 2016, technological investments128 by banking 
institutions were estimated at R$5.3 billion, but the 
proportion specifically targeted to projects for the 
absorption of FinTech was not detailed. It is also 
noteworthy the investments in external projects aimed 
to make new enterprises feasible. Investments are either 
supported by funds, which provide the financial resources, 
or accelerators, which supply material resources.

BCB Instance

The  BCB obse rva t i on  i s  coo rd ina t ed  and 
multidisciplinary129 over the digital technological 
innovations, and acts in the framework of the SFN and 

125 See http://fintechlab.com.br/index. php/2017/11/24/novo-radar-fintechlab-
mostra-crescimento-de-36-nonumero-de-fintechs-do-brasil/.

126 For further details, see https://conexaofintech.com.br/guia/investimentos-
fintechs-no-brasil-2017.

127 For further details, see https://assets.kpmg.com/content/dam/kpmg/xx/
pdf/2018/02/pulse_of_fintech_q4_2017.pdf. 

128 For further details, see http://www.ciab.org.br/download/researches/
research-2017.pdf.

129 For further details, see http://www.bcb.gov.br/htms/estabilidade/2016_09/
refBox3.pdf. 
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the Brazilian Payment System (SPB), assessing the 
potential impacts of such innovations on the operation 
of these systems.

BCB aligns its actions to those of other regulatory bodies130 
and with the government agenda131. These Fintech topics 
have been regularly discussed on international forums 
in which the BCB participates, including the Financial 
Stability Board (FSB), the Committee on Payments and 
Market Infrastructures (CPMI) and the Basel Committee 
on Banking Supervision (BCBS), these under the Bank 
for International Settlements (BIS), the International 
Organization of Securities Commissions (Iosco) 
and the International Monetary Fund (IMF). Among 
recent international contributions, it is noteworthy the 
elaboration of the reference document Sound practices: 
implications of Fintech developments for banks and bank 
supervisors132. Moreover, specific issues have also been 
discussed bilaterally with other central banks.

The BCB’s most significant actions concerning the 
society and the financial system – coordinated in the BC+ 
Agenda – are the frequent dialogue with market agents, 
the opening of public audiences and the consequent 
revisions implemented in the regulatory framework. 
These initiatives will be detailed in the Chapter 6 of 
this report. 

In the context of FinTech, the most recent BCB action 
was the launching, on May 9, 2018, of the Financial and 
Technological Innovations Lab (Lift).133 This virtual 
environment – in collaboration with the academia, the 
market, technology enterprises and startups – is aimed at 
the development of technological innovation, knowledge 
sharing and evaluation of the experiments’ results. 
This initiative – jointly carried out with the National 
Federation of Central Bank Civil Servants Associations 
(Fenasbac) and with the support of tech companies – is 
part of the BCB effort to foster technological innovation 
in the SFN.

Lift’s goal is to foster the development of technological 
solutions that potentially generates value for the 
financial sector and for the entire Brazilian society. Ideas 
selected by the laboratory will be supported by large 

130 For further details, see https://www.bis.org/publ/bppdf/bispap94.pdf.
131 Decree 9,319, dated March 21, 2018, established the National System 

for Digital Transformation and set up the governance structure for 
implementing the Brazilian Strategy for Digital Transformation. See http://
www.planalto.gov.br/ccivil_03/_ato2015-2018/2018/decreto/D9319.htm.

132 For further details, see https://www.bis.org/bcbs/publ/d431.htm.
133  For further details, see https://www.liftlab.com.br.
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tech companies. In the Lift’s portal, interested persons 
and enterprises are invited to submit their projects, 
which should be aligned with the themes defined by the 
committee composed by the BCB, IT enterprises and 
Fenasbac. In the first round, themes shall be aligned 
with the BC+ Agenda: increasing financial citizenship, 
modernizing the legislation, increasing the efficiency 
of the financial system and reducing the cost of credit. 
Approved projects will be submitted to an incubation 
process and will receive the support for the development 
of a prototype. Results will be measured and presented 
according to technical evaluation by the committee.

Prospective Outlook

During this transition period, innovation creates 
opportunities, however their outcomes shall  yield better 
value —and their welfare gains be better distributed— if 
the regulator instance is not inhibitive nor permissive.134

BCB ponders several scenarios for the future organization 
of the financial system135 that should follow as market 
transition advances. Two extreme scenarios mark the 
breadth of consideration. In the first, current incumbents 
reproduce the relevant innovations and maintain the status 
quo. In the second, startups or large companies from 
other sectors, big tech-included, assume the total control 
of the intermediation of financial services. Between 
these extremes, there are different levels of distribution 
and unbundling in the provision of financial services. 
The merit of this predictive exercise is didactical, for 
it contributes to map out risks and alternative paths 
for action and reaction. However, stable arrangements 
in the future tend to be more varied, complex and 
subtle. Depending on supply and demand equilibria, 
combinations and gradations of these extreme scenarios 
are expected to materialize.

So far, the analysis of investment flow in the sector 
provides the best indicators about trends and likely 
scenarios. 136 Notwithstanding, current signals about 
the maturity of FinTech on the international market are 
ambiguous.

134 For further details, see https://www.federalreserve.gov/newsevents/
speech/brainard20161202a.pdf  and https://www.occ.gov/topics/
responsible-innovation/comments/special-purpose-national-bankcharters-
for-FinTech.pdf.

135 For further details, see https://www.bis.org/bcbs/publ/d431.pdf.
136 For further details, see https://bankunderground.co.uk/2017/11/14/

bitesize-flourishing-fintech/#more-3520. 
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On the one hand, some argue that the valuation of the 
market of startups foresees expected returns much higher 
than justified by fundamentals.137 These arguments might 
suggest that the market is still incipient.

On the other hand, consulting firms report an acceleration 
in direct investment and acquisition of startups by 
banks.138 Additionally, investors in FinTechs have 
concentrated their investments and shifted away from 
initial stages (angel/seed).139 In 2017, the volume of 
transactions involving startups on initial stages fell to the 
lowest level in five years.140 The increased selectiveness 
of investors might signal greatest market maturity; 
however, it might also signal lower risk propensity 
and lower tolerance with the time for investments to 
mature. In both hypotheses, the investors’ attitude 
should be monitored, since it contributes positively for 
controlling risks and negatively for fostering the number 
of innovations.

Future studies might evaluate the trend towards maturity 
and enlighten decision makers. However, analogies with 
results of other jurisdictions141 should be relativized.

Even though there are no signs of material risks to 
the stability so far, the experience shows that the risks 
described in Box 11 may emerge rapidly and even 
gain systemic relevance unless they are managed. 
For example, procyclicality may emerge even in the 
form of concentration or volatility of financing flows 
intermediated by FinTech’s.

Therefore, regulatory agencies should stay agile to 
evaluate and, when appropriate, to respond to market 
changes, revising and adjusting the regulatory and 
supervisory framework. This is exactly the agenda that 
BCB has been promoting, while maintaining a dialogue 
with the market, according to Chapter 6. Thus, the 
BCB’s current framework already includes part of those 
332 initiatives commented in the start of this section, 
complying with its institutional mandate.

137 For further details, see For further details, see https://ftalphaville.
ft.com/2018/04/16/1523849400000/What-happens-when-fintech-
valuations-come-backdown-to-Earth--/#. 

138 For further details, see https://www.cbinsights.com/reports/CBInsights_
Fintech-Report-Q1-2018.pdf. 

139 For further details, see https://www.cbinsights.com/research/report/
FinTech-trends-2018.

140 For further details, see  https://assets.kpmg.com/content/dam/kpmg/xx/
pdf/2018/02/pulse_of_fintech_q4_2017.pdf.

141 For further detail, see http://www3.weforum.org/docs/WEF_The_
Complex_Regulatory_Landscape_for_FinTech_290816.pdf.
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In Brazil, the expansion of initiatives aimed at 
collaboration among the largest financial enterprises, 
and between them and startups, is viewed as positive.

Finally, coordinated, balanced and proportional actions 
contribute to the evolution of a more instrumental and 
more relevant financial system that can contribute to the 
country’s sustainable growth and the Brazilian society’s 
welfare.
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Box 9 – Market share of credit unions

Introduction

In recent years, the market share of credit unions has increased substantially in Brazil, especially in the corporate 
segment. This box analyzes this phenomenon, detailing the progress of the credit unions’ market share by 
credit type and geographical area, as well as comparing the interest rates charged by credit unions relatively to 
institutions in the commercial banking segment.

In Brazil, the National Cooperative Credit System (SNCC) is structured in three levels: a) individual credit 
unions, which directly perform customer services; b) federations or central credit unions, which are formed 
by groups of individual credit unions; c) confederations or credit union banks, which are usually made up of 
central credit unions.

To better exploit economies of scale, credit unions are organized predominantly in vertical structures. With 
this strategy, central confederations and cooperatives gather resources and standardize the financial services 
offered by affiliates, making available operational support and administrative services, such as legal advice and 
team training.

There are also cooperative banks, which provide banking services to credit unions and their members, such as 
clearing of checks, savings deposits, credit, transfers of official funds and deposits in investment funds. Those 
banks act as intermediaries between the credit union segment and the financial system in a broad sense.

In December 2017, there were 967 single credit unions and 37 central credit unions or confederations of central 
credit unions, as well as two cooperative banks. Together, these financial institutions accounted for 2.97% of 
the total outstanding credit operations, reaching R$92.25 billion in December 2017.

Market share evolution

Figures B9.1 and B9.2 show the evolution of the credit unions’ share in the corporate and household credit 
markets by region from 2005 to 2017. The market share is calculated based on only the credit types that are 
relevant to credit unions.142

142 Credit unions do not operate in all credit markets. Therefore, in the figures of this section, the credit unions’ market share was calculated considering 
only the markets in which they actually operate. Thus, the credit types with insignificant or zero balance in nominal terms in the SNCC were 
eliminated. Corporate customers were also purged, i.e., corporate clients with total credit operations above R$100 million were excluded.
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The South region is where credit unions have the 
largest market share, followed by the Central-West 
region. The North and Southeast regions follow, while 
the Northeast region shows the lowest credit unions’ 
market shares in the credit market.

Regarding the corporate segment, the market share 
of credit unions has an upward trend over the period. 
Credit unions’ market share in Brazil increased from 
less than 1% in 2005 to more than 8% in 2017. This 
increase was especially high in the South, going from 
2.1% in 2005 to 16.7% in 2017, and in the Central-
West region, from 1.2% to 10.4%.

In the household segment, this growth was not 
widespread. In the South region, credit unions’ market 
share increased from 9.2% to 15.3%. The Central-
West and North regions also experienced increases 
in the credit unions’ participation. Conversely, in 
the Southeast region, this share was reduced. In the 
country as a whole, credit unions’ share in credit to 
households increased from 5.2% in 2005 to 6.5% in 
2017.

Broadly speaking, the growth of market share in the 
corporate segment was quite accelerated. For the 
household segment, this growth was more modest.

Illustrations B9.1a and B9.1b portray the geographical 
distribution of credit unions’ market share in the 
household credit market by region in 2012 and 2017. 
There is a clear expansion in the areas where they 
were already relevant, as is the case for the South and 
Central-West regions, and the states of Minas Gerais 
and Espírito Santo. It is worth noting the expansion 
from the state of Mato Grosso to the adjacent states 
of the North region, especially Rondônia. This 
geographical expansion seems to be related to the 
expansion of the agribusiness frontier.

Illustrations B9.2a and B9.2b portray the geographical 
distribution of the credit unions’ share in the corporate 
credit market. The evolution is similar to that of the 
household segment, but with greater intensity. In 
these figures, the advance of the participation of the 
cooperatives in Rondônia state from 2012 to 2017 is 
worth of note.

Jan
2005

Jan
2006

Jan
2007

Jan
2008

Jan
2009

Jan
2010

Jan
2011

Jan
2012

Jan
2013

Jan
2014

Jan
2015

Jan
2016

Jan
2017

0

3

6

9

12

15

Figure B9.1 – Credit Unions market share by 
region for corporates1/
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Figure B9.2 – Credit Unions market share by 
region for households 1/

Brazil South Central-West North Southeast Northeast

1/ market share in % of credit uniions in the credit market by geographic region 
for households.
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Payroll-deducted loans Personal credit
Vehicle financing Rural credit
Credit card

1/ Credit union market share by credit type - households.

%



2017  |  Banking Report  |  101

Major credit types

Credit unions in Brazil do not operate with all credit 
types in the National Financial System (SFN), 
concentrating their operations in certain types, such 
as rural credit, operations with receivables and non-
payroll personal loans. Figures B9.3 and B9.4 show 
the participation of credit unions, for households 
and corporations, respectively, broken down by 
those credit types that are the most relevant for 
credit unions. These figures show the percentage 
participation of cooperatives in relation to the total, 
which is composed of commercial banks (b1), 
investment banks (b2), credit cooperatives (b3) and 
non-banking segment (n1).

Figure B9.3 illustrates that the credit union’s share in the household market is greater in the Non-Payroll Loans 
and Rural and Agro-Industrial Credit segments. In the latter, the credit unions’ market share has more than doubled 
since 2005, from 6.35% in 2005 to 14.15% in 2017. Conversely, the payroll loan segment of cooperatives has 
been losing market share, reducing from 4.4% in 2005 to 2.3% in 2017. Credit card and vehicle segments had 
low participation in 2005; however, they reached 1.6% and 2.0% in 2017, respectively.
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Illustration B9.1.a – Credit unions´ market share1/ – 
Household – in 2012

Illustration B9.1.b – Credit unions´ market share2/ – 
Household – in 2017

1/ Credit union´s share in the credit market for households by municipality in December 2012. 2/  Credit union´s share in the credit market for households by municipality in December 2017.
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Figure B9.4 shows the accelerated growth in the 
credit union’s share in the corporate market, already 
shown in Figure B9.1. In 2005, all corporate credit 
types had shares of less than 2%. It interesting to note 
the increases in operations with receivables, which 
reached 19.1% in 2017, and in credit for investing 
(without earmarked resources), which reached 11.5%.

Interest rates

A characteristic of the credit unions in the credit 
market is the supply of products with interest rates 
lower than the rates of the banking segment (b1). 
Figures B9.5 and B9.6 show the evolution of the ratio 
of credit unions interest rates to interest rates of the 
banking segment (b1), for the main non-earmarked 
credit types that are relevant for credit unions. In 
these figures, a ratio equal to 1.0 means that the credit 
union rates are the same as the banking segment, 
while a ratio of 0.5 means that the interest rates of 
the cooperatives are half of those practiced by the 
banking segment.

In Figure B9.5 —which refers to the ratio in the 
household credit segment—, values are always lower 
than 1, with the exception of 2005, which means that 
the interest rates of the credit unions for Payroll Loans, 
Non-Payroll Personal Loans and Vehicles Purchase 

Illustration B9.1.c – Credit unions´ market share3/ – 
Corporates – in 2012

Illustration B9.1.d – Credit unions´ market share4/ – 
Corporates – in 2017

3/ Credit union´s share in the credit market for corporates by municipality in December 2012. 4/  Credit union´s share in the credit market for corporates by municipality in December 2017.
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Figure B9.6 – Ratio between interest rates from 
credit unions and banks to corporates1/

Working capital Revolving working capital
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1/ Shows the ration between the mean interest rates charged by credit unions (b3) and 
commercial banking sector (b1) to corporates.
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Figure B9.5 – Ratio between interest rates from 
credit unions and banks to households1/

Payroll-deducted loans Personal credit Vehicle financing

1/ Shows the ratio between the mean interest rates charged by credit unions (b3) and banks 
(b1) to households.
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are, on average, lower than the banking segment rates. 
It is worth noting that the Non-Payroll Personal Loan 
has a ratio of around 0.44, that is, the interest rate 
of the credit unions is less than half the interest rate 
offered by the banking segment in this credit type.

Figure B9.6 shows the same ratio for the corporate 
credit. Operations with Receivables had a ratio higher 
than 1 before 2014 and became lower from that year 
on. In the Working Capital credit type, for the last 
four years, credit unions tend to offer ever lower rates 
compared to those of the banking segment.

In general, in credit types in which the risk is 
higher (for example, Non-Payroll Personal Loans 
and Working Capital), credit unions’ interest rates 
are lower. When the credit is collateralized (for 
example, Payroll Loans, Vehicles, Operations with 
Receivables), credit unions’ interest rates are similar 
to those of the banking segment, especially in  
recent years.

A possible explanation for these increasingly 
competitive rates is the growing professionalization of 
credit unions and the consequent economies of scale. 
Moreover, part of this effect observed in interest rates 
could be explained by the fact that cooperativism is 
a non-profit activity, and because of tax benefits and 
positive feedback between credit unions and their 
members. In this sense, credit unions return their profit 
– called “leftovers” – to their members. Therefore, 
there is a positive feedback in this process: less is 
charged of the credit union members; the delinquency 
rate is reduced; surpluses are returned to the members; 
and there are gains of efficiency, which returns to the 
credit union in the form of lower interest rates and 
increasing returns of “leftovers.” This conjecture may 
be empirically evaluated in the future.

Credit unions’ share and 
the commercial banking 
segment interest rates

The presence of credit unions in municipalities has 
the potential to intensify competition in the banking 
market. In this section, we compare the interest rates 
charged by the institutions of the commercial banking 
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Figure B9.7 – Credit unions market share by 
municipalities and interest rates charge by banks 
in personal credit1/

North Northeast Southeast Central-West South

1/ Plot of the interest rates (%p.y.) charged by the commercial banking sector (b1) for 
personal credit as a function of the credit union market share. Each mark (circle) is the 
municipality mean for period from 2005 to 2017. Each of the five geographic regions has 
a color.
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Figure B9.8 – Credit unions market share by 
municipalities and interest rates charge by banks 
in operations with receivables1/

North Northeast Southeast Central-West South

1/ Plot of the interest rates (%p.y.) charged by the commercial banking sector (b1) for 
operations with receivables as a function of the credit union market share. Each mark 
(circle) is the municipality mean for period from 2005 to 2017. Each of the five geographic 
regions has a color.
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segment (b1) with the credit unions’ market share, in each municipality. The idea of this analysis is to verify if 
there is a correlation between these two variables. 

The two main types of credit for households and corporations are analyzed: Non-Payroll Consumer credit 
(households) and Operations with Receivables (corporations). Figure B9.7 shows that there is a negative 
correlation (-0.34) between the interest rate charged by commercial banking institutions in Non-Payroll Consumer 
credit and the credit unions’ share in this type of credit, for each municipality.

Figure B9.8 also shows a negative correlation (-0.25) between the interest rate charged by commercial banking 
institutions in the Operations with Receivables and the credit unions’ share in this type of credit, for each 
municipality.

It is worth noting, however, that this correlation should not necessarily be interpreted as a causal relationship, 
and that other variables omitted in this analysis may influence interest rates on loans. These omitted variables 
may lead to various possibilities of reverse causality. For example, credit unions may be entering locations where 
the economy is stronger, delinquency is low and, therefore, there is an inverse correlation between banking 
segment rate interest rates and credit unions’ share.

In both figures, there is a large number of municipalities where there is no credit unions’ share. In these cases, 
the dispersion of the interest rate practiced by commercial banks is high. This phenomenon may be better 
understood with further analysis.

Conclusion

The credit unions’ segment showed significant growth in recent years. The increase in the credit unions’ share is 
mainly explained by the growth of corporate credit operations, with a higher concentration in the South region 
and in the municipalities that are part of the agribusiness frontier. The credit unions’ segment is an additional 
source of credit supply in its area of operation, which may improve bank competition conditions.
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Box 10 – Competition indicators 

Introduction

This box defines the analytical framework used to interpret the Lerner Index and the Boone indicator discussed 
in Chapter 5 and reports the empirical strategy employed to estimate these two competition indicators using 
accounting data of the SFN’s financial institutions.

Analytic results

Consider that the credit demand of a bank (y) increases proportionally to the total demand for credit (Y) and 
decreases with the ratio of the interest rate charged by the bank (p) to the average interest rate of the total credit 
(P). Assuming that the elasticity of the demand for credit relative to the interest rate is constant, the equation 
of the demand for credit for each bank is y=Y(p/P)-θ, in which θ>1 is the elasticity of demand in relation to the 
credit interest rate. In an environment with a high degree of competition, θ is large, while small values denote 
environments in which banks have high market power. To maximize their profits (py - cost), banks must charge 
interest rate satisfying p=μ×MC, in which MC (=∂cost/∂y) is the marginal cost of supplying additional credit, 
and μ = θ/(θ-1) ≥ 1 is the mark-up on the marginal cost.

The Lerner Index (L) is then defined as the margin in relation to the marginal cost: L = (p-MC)/p = 1-(1/μ).

Note that, if the bank seeks to maximize its profit, the Lerner Index is always non-negative and lies between zero 
and one. However, if the bank has other objectives, the Lerner Index may be negative even if it makes a profit.

As an example, consider a bank that seeks to maintain its profit margin, α, constant relative to its revenue, i.e., 
(py - cost) = αpy, for α≥0. In general, the cost of expanding the supply of credit increases more than proportionally 
to the expansion of supply. This fact can be captured by a cost function given by Cost = Ay(1+v), with ν≥0. In 
this case, the relation between the marginal cost and the total cost of the credit supply is given by MC = (1+ν)
Cost. Since the bank seeks a certain fixed profit margin, it adjusts the price so that (1-α)p = MC/(1+ν). In this 
case, its Lerner Index is given by L = 1-(1+ν)(1-α). Note that, if the cost of supplying credit rises rapidly with 
the supply level (i.e., for values greater than ν) or if the bank aims at sufficiently small but positive α margins, 
the Lerner Index may be negative, despite the bank making a profit.

The Boone Indicator measures the market share sensitivity to variations in the real marginal cost MC/P. Regardless 
whether or not the bank is a profit maximizer, the relation between the charged interest rate and the marginal 
cost is given by p = m×MC for a specific positive constant m.
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Based on each bank’s credit demand, its market share is given by MS = (py/PY) = (p/P)-(θ-1) = (m×MC/P)-(θ-1).143 
This share relates to the real marginal cost according to the equation (p / PY) = (m×MC/P)-(θ-1).

Therefore, the Boone Indicator is given by B = ∂Ln(MS)/∂Ln(MC/P) = -(θ-1), that is, its value is negative and 
of high magnitude in very competitive environments, while it tends to zero when banks have high market power.

Given that the Lerner Index and the Boone Indicator depend on the elasticity of demand for credit, it is possible 
to obtain a Boone-consistent Lerner Index. The relationships between the elasticity of demand and the Boone 
and Lerner Indicators are given by θ = (1-B) and θ = 1/L. Therefore, the Boone-consistent Lerner Index, for 
profit-maximizing banks, can be written as L=1/(1-B).

Empirical results

First, the Lerner Index is calculated for each financial institution using quarterly accounting data. Next, a moving 
average is computed with a five-year window to mitigate fluctuations due to economic cycles. In this way, the 
index will better reflect the long-term trend of the level of competition in the sector.

The quarterly Lerner Index is calculated using the following expression:

                                                                                                                                                   (1)

in which Lit is the Lerner Index of the financial institution i in period t; MCit is the loan portfolio marginal cost, 
as detailed in the next paragraph; and Pit is the institution’s “aggregate price”, calculated as the ratio of its credit 
operations revenues to its total credit assets at the end of period t.

To calculate the marginal cost, the total cost function must first be estimated using:
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in which TCit represents the total cost of the financial institution i; w1 refers to the operating costs; w2 to funding 
costs; and yjit is a vector of financial products, which includes credit (j = 1), net assets (j = 2) and other assets  
(j = 3). The objective of normalizing the dependent variable and the input price w1 relatively to the input price 
w2 is to ensure the linear homogeneity condition of the cost function. Dt represents dummy variables that control 
for macroeconomic changes. From Equation 2, the marginal cost of credit can be calculated as:

                             𝐶𝑀1,𝑖𝑡 =
𝐶𝑇𝑖𝑡
𝑤2𝑖𝑡
𝑦1𝑖𝑡

𝛿1 + 2𝛿11𝑙𝑛𝑦1𝑖𝑡 + 𝛿12𝑙𝑛𝑦2𝑖𝑡 + 𝛿13𝑙𝑛𝑦3𝑖𝑡 + 𝜃1𝑙𝑛 𝑤1𝑖𝑡
𝑤2𝑖𝑡

+ ∑ 𝜏𝑡𝐷𝑡
�
𝑡 .                           (3)

143 This definition is consistent with the definition adopted in the analyzes of industrial organization, which consider actions based on the companies’ 
earnings. If a measure of share based on volumes (y / Y) was used, the elasticity of market share relative to the real marginal cost would be -θ instead 
of -(θ-1).
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The competition measure proposed by Boone (2008) measures the intensity with which institutions that have 
lower marginal costs gain market share in the credit segment and corresponds to the parameter β1 of the following 
equation:

                                        ln (𝑀𝑆1,it)  =𝛽0 + β1 ln (𝐶𝑀1,it )+ β2𝐸𝑖𝑡+ β3𝑋𝑖𝑡+ β4𝑇𝑡 + 𝜈𝑖 + 𝜀𝑖𝑡,                                     (4)

in which MS1,it denotes the share of institution i in the credit market (pj = 1 y = 1); MC1,it is the marginal cost of 
institution i in the credit market, defined as the partial derivative of the total cost function (Equation 3) in relation 
to additional credit, for each credit type; Eit is the efficiency indicator of bank i; Xit is a bank-level vector of 
control variables; Tt are time dummies, which absorb eventual temporal trend effects; vi represents individual 
unobservable factors and e + εit is an error term such that εi,t  ~ IID 0, σε

2 . The Boone Indicator was estimated 
annually, using a five-year moving window in Equation 4, with a sufficient number of observations to capture 
the information contained in the cross-section of the institutions’ accounting.

There are two relevant points concerning the estimation of the Boone Indicator. First, since the marginal cost 
measure is estimated based on the previous regression (Equation 2), it has a measurement error. This tends to 
bias the estimation of the parameter β1 towards zero, that is, the estimated value tends to be smaller than the 
real value, in absolute terms. Second, the use of market share based on outstanding credit volumes rather than 
on credit grants also tends to reduce the estimated elasticity. The reason is that variations in marginal costs 
which result in significant changes in the rates charged can have a relevant effect on market shares computed 
from credit grants, which are sensitive to changes in rates, but hardly affect in the short term those computed 
from outstanding credit volumes, which vary more slowly over time.

Finally, the Lerner Index and the Boone Indicator vary according to the size or predominant economic activity of 
the financial institutions. This limitation hinders a more granular assessment of the behavior of specific market 
segments. Notwithstanding these challenges, such analyzes may be developed in the future.
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Box 11 – Fintech

The nature and scope of financial services provision will evolve over the next few years, responding to the 
changing needs and preferences of its consumers. The effects of these changes on demand and supply will 
simultaneously affect several jurisdictions, including Brazil.

In this context, the FinTech may help to identify omissions and obsolescence in the financial market and provide 
innovative solutions in response.

As in Section 5.5 of Chapter 5, the definition of the Financial Stability Board (FSB) for FinTech is considered:

(…)  technologically enabled innovation in financial services that could result in new business 
models, applications, processes or products with an associated material effect on financial markets 
and institutions and the provision of financial services.

Contributing to this study on FinTech, this box presents perspectives on opportunities to improve the quality 
of services and identify risks to financial stability.

Opportunities

The 2008 global financial crisis revealed problems, but also opportunities for innovation,144 whose effects are 
already beginning to be perceived. Banks,145 consultancies and the media present reports on participation gains 
from new entrants.146 They also report projections of margin losses and reduction of physical presence and 
employment, especially in the banking sector.147

Efficiency

Increased financial market contestability148 creates incentives to reduce both the explicit costs and the asymmetries 
and frictions implied in service provision, thus promoting greater efficiency.149

144  For further details, see www.iosco.org/library/pubdocs/pdf/IOSCOPD554.pdf.   
145  For further details, see www.vostokemergingfinance.com/content/uploads/2017/05/Citi_GPS_Digital_Disruption_Revisited_-What_FinTech_VC_

Investments_Tells_Us_About_a_Changing_Industry.pdf and www.finextra.com/finextra-downloads/featuredocs/prod0000000000345837.pdf.
146  For further details, see www.mckinsey.com/~/media/mckinsey/industries/financial%20services/our%20insights/cutting%20through%20the%20

noise%20around%20financial%20technology/cutting-through-the-FinTech-noise-full-report.ashx. 
147  For further details, see www.mckinsey.com/~/media/mckinsey/industries/financial%20services/our%20insights/bracing%20for%20seven%20

critical%20changes%20as%20FinTech%20matures/FinTechnicolor-the-new-picture-in-finance.ashx.
148  The smaller the barriers to competitors’ entry and exit, the more contestable is the market, i.e., there is always a potential competition.
149  For further details, see www.fsb.org/2017/06/financial-stability-implications-from-FinTech/ and https://onlinelibrary.wiley.com/doi/full/10.1111/

j.1540-6261.2005.00763.x.
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On the demand side, contestability increases as consumer preferences change. On the supply side, technological 
innovations momentarily unbalance the competitive advantages of established firms and enable new firms to 
enter the market. However, these advantages are replicable,150 allowing the entry of firms whose strategy is the 
replication of these innovative business models. Still on the supply side, contestability increases because of the 
incentives created by regulatory and supervisory innovations.151

The digitalization (and corresponding dematerialization) of the relationships, from non-face-to-face service 
to electronic instrument registration (for example, negotiable invoices), reduces marginal operating costs and 
exchange costs, thus reducing entry barriers for new firms.

The unbundling of financial services enabled by technology allows separating the provision of many financial 
services from more traditional banking activities, such as the receipt of deposits. As competition in the sector 
results in economies of scale,152 providers seek to broaden the types of services offered and capture economies 
of scope153 from other profitability sources (rebundling).154

This dynamics promotes a change in the composition and organization of the financial system and potentially 
results in greater efficiency of financial intermediation with regard to risk diversification and reduction of 
marginal cost.

In addition, companies specializing in RegTech155 may help to reduce compliance costs by making the entire 
system more efficient.

Extended and cheaper credit

The diversification of the type of institution granting credit may broaden the coverage and deepen the capillarity 
and variety in the provision of this service. New firms with different payment, funding,156 operating,157 and 
cost structures may operate in niches where established institutions have no economic interest or may question 
market loyalty.

The existence of innovative models raises the qualitative level of competition158 and occasionally fosters positive 
reactions such as formal partnerships and collaborative associations in order to explore complementarities159 
and develop synergies.160

150  For further details, see www.pdfs.semanticscholar.org/140e/fc4b0f67be17d3b2ad3139cfaadf327cf0a2.pdf.
151  For further details, see www.fsb.org/wp-content/uploads/R270617.pdf.
152  “Economies of scale” means that is possible to provide services to more customers at a lower marginal cost per customer.
153  “Economies of scope” means that the cost to provide two or more services together is less than the sum of the individual costs to provide each 

service in isolation.
154  For further details, see www.cbinsights.com/research/report/FinTech-trends-2018/.
155  For further details, see www.fca.org.uk/firms/regtech.
156  For further details, see www.bis.org/publ/work655.pdf.
157  For further details, see www.nber.org/papers/w22476.pdf.
158  For further details, see www.ideas.repec.org/p/zbw/bubdps/302016.html.
159  For further details, see www.nber.org/papers/w24500.
160  For further details, see www.capgemini.com/wp-content/uploads/2018/02/world-FinTech-report-wftr-2018.pdf and www.mckinsey.com/~/media/

mckinsey/industries/financial%20services/our%20insights/bracing%20for%20seven%20critical%20changes%20as%20FinTech%20matures/
FinTechnicolor-the-new-picture-in-finance.ashx.
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Financial citizenship

There have been discussions regarding FinTech’s potential contribution to achieving financial inclusion goals.161 
Success stories in Africa and China show that the results can be significant and fast.162

These experiences highlighted the importance of innovating the relationship channels163 to meet a greater 
demand and serve better. They demonstrate both the possibility of economies of scale for new participants and 
economies of scope for traditional channel holders.164

With the exception of third-sector companies and startups targeting small and medium-sized enterprises (SMEs), 
the focus of many initiatives in developed countries, as well as in Brazil, has been the savers or borrowers who 
value fast and convenient services. The business model that seeks a “bonus” for innovation prevails (i.e., they 
are able to charge higher prices than those possible to be charged in traditional channels). The same is true 
in developed markets,165 where risk capital funding tends to require shorter horizons for return on investment 
(breakeven point), and to pressure funded startups to target the most profitable segments and sectors in direct 
competition with incumbent institutions.

Risks

More innovative business models have greater risk in the beginning when the possibility of failure is considered 
part of the enterprise. On the one hand, the framework for dealing with these risks should enable simpler 
resolution mechanisms, which, applied to businesses of a non-systemic size, would allow for a less complex 
risk management. On the other hand, innovative business models are more susceptible to operational risk166 and 
moral hazard.167 Risk management mechanisms should consider these two aspects.

Macrofinancial

For the time being, the most innovative business models have no systemic relevance. Anticipation of risks 
focuses on identifying processes that result in pro-cyclicity, and on planning to mitigate adverse effects, if 
the performance of these models is perfectly aligned with the financial cycle,168 possibly through a rational 
reaction of its investors to changes in the valuation of enterprises.169 If the variations are systemically relevant, 
the volatility in the dynamics of this segment may result in the amplification of supply shocks, undesirable 
whether positive or negative.

The interdependence between institutions tends to increase with the maturity of these models. The negative 
effects of contagion170 —, which need to be anticipated and dissipated — grow with the positive effects inherent 
to complementarity.

161  For further details, see www.pubdocs.worldbank.org/en/877721478111918039/breakout-DigiFinance-McConaghy-Fintech.pdf.
162  For further details, see www.worldbank.org/en www.worldbank.org/en/events/2018/04/23/global-findex-fintech-inclusion.
163  For further details, see www.ecb.europa.eu/pub/conferences/shared/pdf/20171130_ECB_BdI_conference/payments_conference_2017_academic_

paper_korella.pdf.
164  For further details, see www.bis.org/publ/qtrpdf/r_qt1703g.htm.
165  For further details, see www.fdic.gov/bank/analytical/cfr/bank-research-conference/annual-17th/papers/14-jagtiani.pdf.
166  For further details, see www.bis.org/review/r180420a.htm.
167  The concept of moral hazard refers to the possibility that an economic agent may change its behavior according to the different contexts in which 

an economic transaction occurs. This risk increases when the accountability of the agent with adverse results of transaction is small or diluted.
168  For further details, see www.fsb.org/2017/05/FinTech-credit-market-structure-business-models-and-financial-stability-implications/. 
169  For further details, see www.sciencedirect.com/science/article/pii/S0304405X07001419.
170  For further details, see www.rspa.royalsocietypublishing.org/content/466/2120/2401.
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http://www.worldbank.org/en/events/2018/04/23/global-findex-fintech-inclusion
http://www.ecb.europa.eu/pub/conferences/shared/pdf/20171130_ECB_BdI_conference/payments_conference_2017_academic_paper_korella.pdf
http://www.ecb.europa.eu/pub/conferences/shared/pdf/20171130_ECB_BdI_conference/payments_conference_2017_academic_paper_korella.pdf
http://www.bis.org/publ/qtrpdf/r_qt1703g.htm
http://www.fdic.gov/bank/analytical/cfr/bank-research-conference/annual-17th/papers/14-jagtiani.pdf
http://www.bis.org/review/r180420a.htm
http://www.fsb.org/2017/05/FinTech-credit-market-structure-business-models-and-financial-stability-implications/
http://www.sciencedirect.com/science/article/pii/S0304405X07001419
http://www.rspa.royalsocietypublishing.org/content/466/2120/2401
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Regulatory arbitrage

The current stage of innovation enables the displacement of the competitive axis at the cross-jurisdictional171 
level when the parties responsible for the provision of financial services are geographically distributed among 
jurisdictions. Consequently, the management of risks to stability and consumer protection is much more complex. 
In this context, the current search for a more articulated and mediated posture in international forums is justifiable.

The mismatch and imbalance between regulatory frameworks increase the regulatory burden across the industry, 
remove incentives for local financial innovation, but leave incentives for parallel and marginal approaches to 
regulation.172 However, the complete homogeneity is utopian, since each country has different strategies and 
commercial motivations regarding the global insertion of its financial system.

Conclusion

Gains and risks associated with the FinTech phenomenon are not entirely known, nor measurable. This situation 
may persist until the economic-financial routine of society assimilates innovations. Therefore, the balance based 
on transparency, collaboration and rapid response173 will always be the virtue of a regulatory and supervisory 
authority.174 Following this principle, Section 5.5 reports the BCB’s diagnosis and prospective vision, while 
Chapter 6 reports its most relevant actions towards the matter.

171  For further details, see www.bis.org/bcbs/publ/d431.htm and www3.weforum.org/docs/WEF_The_Complex_Regulatory_Landscape_for_
FinTech_290816.pdf.

172  For further details, see www.fdic.gov/bank/analytical/cfr/bank-research-conference/annual-17th/papers/15-piskorski.pdf.
173  For further details, see www.bis.org/bcbs/publ/d431.htm and https://www.federalreserve.gov/newsevents/speech/brainard20161202a.pdf. 
174  For further details, see www.imf.org/en/News/Articles/2017/09/28/sp092917-central-banking-and-FinTech-a-brave-new-world  and www.imf.org/

external/POS_Meetings/SeminarDetails.aspx?SeminarId=269.

http://www.bis.org/bcbs/publ/d431.htm%20and%20www3.weforum.org/docs/WEF_The_Complex_Regulatory_Landscape_for_FinTech_290816.pdf
http://www.bis.org/bcbs/publ/d431.htm%20and%20www3.weforum.org/docs/WEF_The_Complex_Regulatory_Landscape_for_FinTech_290816.pdf
http://www.fdic.gov/bank/analytical/cfr/bank-research-conference/annual-17th/papers/15-piskorski.pdf
http://www.bis.org/bcbs/publ/d431.htm
https://www.federalreserve.gov/newsevents/speech/brainard20161202a.pdf
http://www.imf.org/en/News/Articles/2017/09/28/sp092917-central-banking-and-FinTech-a-brave-new-world
http://www.imf.org/external/POS_Meetings/SeminarDetails.aspx?SeminarId=269
http://www.imf.org/external/POS_Meetings/SeminarDetails.aspx?SeminarId=269
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6BC+ Agenda

The BC+ Agenda aims to review structural issues of the 
BCB and the SFN, generating sustainable benefits for the 
Brazilian society and facilitating the accountability of 
actions developed in the short, medium and long-term by 
the BCB. This work agenda is organized into four pillars: 
extending financial citizenship, modernizing legislation, 
increasing SFN’s efficiency and reducing credit costs. 
This chapter highlights some actions already taken and 
others underway in the context of the agenda175.

6.1 Extending Financial Citizenship

Through the Extending Financial Citizenship pillar —a 
concept that encompasses financial education, financial 
inclusion, and protection of the financial consumer—, 
the BCB’s actions and initiatives aim at: (i) increasing 
the Brazilian society’s level of financial education, 
(ii) extending financial inclusion of the population, 
providing greater protection to the consumer of financial 
products and services, (iii) improving communication 
and transparency between financial institutions and 
their clients, and (iv) assessing the impact of the BCB’s 
actions, from the perspective of the financial citizenship.

Among the actions developed in this pillar, it is important 
to highlight the “It’s Every Business” online platform 
created for those who work with financial consumer 
orientation —the Brazilian Consumer Protection and 
Defense Foundation (Procon), for example— with 
specific information about credit cards, loans, and 
portability, among others.

Another important action, the “Credit Card Disclosure 
Project”, is aimed at improving the relationship 
between the citizen and the financial system. Through 
the development of studies on the ideal set information 

175 Further details at http://www.bcb.gov.br/pt-br/#!/c/BCMAIS/. 
This chapter uses data available up to May 31st 2018.
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related to the credit card, this action seeks to identify 
relevant contexts, formats and information —from the 
perspective of the citizen—, not only on the invoices but 
also on all elements that help the citizen to make better 
decisions and control his own financial life.

Besides those actions, it is also worth mentioning the 
annual National Financial Education Week. In 2018, 
until March 5 2018, a number of face-to-face actions 
were carried out in partnership with other bodies and 
institutions, 176 such as the conference with the Brazilian 
Army, for an audience of 1,200 people in Brasília, and 
the conference with the Brazilian Association of Banks 
(ABBC), held at the Colégio do Instituto Seli, in São 
Paulo, which is specialized in education of the deaf.

6.2 Modernizing Legislation

The pillar Modernizing Legislation has the purpose of 
strengthening the institutional environment to support 
financial stability, in the interest of society; modernizing 
laws and regulations that rule the BCB’s actions; and 
harmonizing the regulations framework with the best 
international practices, so as to deepen financial inclusion.

Many actions included in the other pillars of the BC+ 
Agenda were performed by changing laws and standards 
and were listed under their respective pillars to emphasize 
the intended effect of these changes.

The main highlight in this pillar is the New Punitive 
Legal Framework of the SFN, approved by the 
National Congress on November 14, 2017. This action 
enhances the punitive instruments available within the 
administrative jurisdiction of the BCB and the Brazilian 
Securities and Exchange Commission (CVM), seeking 
to prevent deviations and irregularities on the part of the 
participants of the system.

6.3 Increasing SFN’s Efficiency

The actions derived from the efficiency pillar aim at 
fostering the SFN’s sustainable growth; simplifying 
BCB’s procedures and rules, adapting them to the size and 
profile of the financial institutions; keeping the adequacy, 

176 Partners: Brazilian Micro and Small Business Support Service (Sebrae), 
Ministry of Social Development and Fight against Hunger (MDS), 
Brazilian Army, Cooperative Systems - Cooperative Credit System 
(Sicredi), Brazilian Credit Cooperatives System (Sicoob) and System of 
Rural Credit Cooperatives with Solidarity Interaction (Cresol).
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aligning and converging to international standards; 
analyzing new means of payment; monitoring impacts of 
technological innovations; reducing financial institution’s 
compliance costs; and improving the relationship 
between financial institutions and their clients.

Among the actions implemented, the segmentation 
and proportionality of the prudential regulations are 
noteworthy, as they allow more agility to smaller 
institutions and foster competition. Currently in Brazil, 
there are more than one hundred medium and small 
banks, and a greater number of credit unions (around one 
thousand). The segmentation and proportionality of the 
prudential regulation, as approved by Resolution 4,553 
of January 30 2017, empower the medium and small 
institutions, and safeguard their soundness.

Another important measure is the ruling on the 
performance of FinTechs in the credit market. Innovations 
allow greater competition within the system and the 
emergence of solutions appropriate to the current 
demands of customers and new business models, with 
cost savings in several areas. The stance taken by the BCB 
is to allow the entry of new FinTechs and the competition 
in the market, regulating only when necessary.

The credit FinTechs may act in one of the two existing 
arrangements: Direct Credit Society (SCD) or Peer-to-
Peer Loan Company (SEP).

SCDs will carry out credit operations, through electronic 
platforms, exclusively with their own resources. In turn, 
SEPs will carry out financial intermediation —known in 
the market as peer-to-peer lending—, in which financial 
resources collected from lenders will be directed to loans 
and financing to borrowers, after being traded in the 
electronic platform.

Seeking to foster this innovation environment, the BCB 
launched in May 2018 the Laboratory of Financial and 
Technological Innovations (Lift). At this collaborative 
virtual space for technology providers and members 
of the academia and society, technological innovation 
projects especially applied to the financial industry may 
be proposed, developed and analyzed.

Specialization in high-tech content niches, including 
cloud computing and processing and data storage, benefits 
especially new entrants and smaller institutions, providing 
access to more complex and efficient technologies, applied 
to the provision of financial services. The development 
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of specialized services also benefits larger institutions 
since it confers access to cutting-edge innovations that 
demand intense and sophisticated data processing, such 
as artificial intelligence solutions.

In April 2018, Resolution 4,658 was approved, 
which deals with the implementation, by the financial 
institutions, of cybersecurity policy and requirements 
for contracting processing, data storage, and cloud 
computing services. This regulatory initiative takes 
into account the increasing use of electronic media and 
technological innovations in the financial sector, which 
improves the efficiency of financial services provision, 
with greater convenience for users. However, new 
solutions and products require institutions to have stricter 
controls, especially seeking to improve the resilience to  
cyber-attacks.

Important aspects of the technological innovation 
scenario are the development and operation of part of 
the mentioned technology by specialized outsourcing 
companies, dedicated to searching specific solutions for 
different sectors of the economy.

With regard to contracting these services, Resolution 
4.658 provides for minimum requirements to be observed 
by contracting institutions, based on the accountability 
principle for the security and confidentiality of their 
data and information. Consequently, institutions should 
adopt corporate governance and management practices 
commensurate with the service contracted and the risks 
to which they are exposed to, in addition to ensuring the 
quality of the controls adopted by the contractor, aimed 
at protecting data and information.

The CNM and the BCB have also been adopting measures 
focused on the payments market efficiency. Arrangements 
and payment institutions may be understood as rules and 
institutions that allow the citizen to perform payment 
transactions without an intermediate financial institution. 
As a result, there are benefits to the ultimate user, such 
as prices and costs reduction, greater convenience, 
higher standard of services and the deepening of  
financial inclusion.

Recently, standards and consultations were published 
related to the arrangements and payment institutions 
aimed at: i) increasing the use of electronic instruments 
in the country, including the debit card, with costs 
reductions for the users; ii) fostering the competition in 
the sector, by increasing the incentives for innovation and 
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assuring the access of new participants; iii) reinforcing 
the market governance; and (iv) encouraging the supply 
and differentiation of products in the marketplace, with 
a greater transparency in costs.

As of October 1st 2018, the percentages of the debit 
cards interchange will be limited. With the measure, the 
expectation is that the reduction will be passed along by 
the creditor institution to the commercial establishment 
and from this to the consumer, through competition and 
the possibility of price differentiation.

Another recent measure to stimulate competition among 
payment instruments is Resolution 4649 of March 28th 
2018, which prohibits banks from limiting or preventing 
the access of institutions to the following transactions: 
(i) debits authorized by the deposit account holder or 
payment account holder; (ii) issue of payment slips; (iii) 
transfers between accounts within the same institution; 
iv) Electronic Funds Transfer (EFT); and v) Credit 
Document (DOC). The measure seeks greater efficiency 
and competition in supplying payment solutions and 
credit to the ultimate users, considering that payment 
institutions and non-banking institutions need – so as to 
enable certain products in a cheaper and more efficient 
manner – to have access to funds transfer instruments 
and services mostly operated by commercial and  
multiple banks.

In February 2018, the BCB and the Economic Defense 
Administrative Council (Cade) have jointly formalized 
an agreement to establish specific rules for analyzing 
the administrative processes that control the acts of 
concentration involving financial institutions, as well 
as assessing violations of the economic order involving 
institutions supervised by the BCB. The coordinated 
actions of the two bodies aim at conferring greater 
rationality and efficiency to the procedures related to the 
defense of competition within the SFN. The bill on this 
issue is under debate in the Senate.

Regarding banking services provision, the BCB’s 
diagnosis is that the portability of these services between 
institutions, as well as the incentives for increasing the 
number of banks the consumer establishes relationships 
with, strengthens the competitive environment. It is 
important to note that the BCB has been, for some time, 
acting to improve the portability rules of registration, 
credit, and salary. On the one hand, the BCB aims to 
give more rationality to processes within the framework 
of the institutions, and, on the other hand, to provide the 
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customer with a greater negotiation power before the 
financial institutions.

Portability tools are aimed at enabling the client to 
choose the institution that best meets his needs and to 
migrate from one institution to another. Among BCB’s 
measures for the continuous improvement in the face of 
market changes, it should be highlighted the possibility 
of automatic transfer of resources of the payroll account, 
through salary portability, both for demand accounts and 
payment account. The regulation will become effective 
as of July of 2018. As the request for salary portability 
should be made at the receiving institution chosen by the 
employee, this measure will provide competition between 
institutions and will encourage new business models.

6.4 Reducing Credit Costs

This pillar of the BC+ Agenda aims to reduce credit costs 
to the ultimate borrower, by means of actions that seek to 
reduce the level of delinquency, increase competition and 
lending flexibility, stimulate a more efficient allocation 
of credit and review reserve requirements’ operation.

With this objective, in addition to the changes that 
simplified rules, eliminated asymmetries and reduced the 
costs of compliance, the BCB has promoted a reduction 
in reserve requirements. Moreover, it has worked to 
increase the guarantees in credit operations. Examples of 
such actions are the Guaranteed Real Estate Bill (LIG), 
which is an instrument bearing a double guarantee, 
and the creation of the electronic guarantee register, 
which allows that more assets can be used efficiently as 
collateral for loans. 

The BCB has sought to promote changes in the market of 
credit cards and overdraft facilities. For being products 
with higher rates (in Brazil and in the world), the BCB 
is working on measures to reduce this cost. One of the 
measures adopted in 2017 by BCB was the limitation 
of the maximum period for the use of revolving credit. 
This measure decreased delinquency and allowed the 
reduction of interest rates. The revolving credit card 
interest rate (for those who pay the minimum balance) 
in annualized terms fell by almost half. There are other 
studies aimed at reducing cross-subsidies in the sector 
and making room for additional rate reductions.

In addition, measures have been taken to improve 
competition and make credit cards more efficient and 
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cheap, such as the universalization of access, legalization 
of the practice of price differentiation —depending on 
the payment method used— allowing discounts for users, 
fewer cross-subsidies, and the unification of the interest 
rate charged in the revolving credit type.

Regarding the overdraft facilities market, the Brazilian 
Federation of Banks (Febraban) recently proposed auto-
regulation measures, with changes in the product’s rules 
of operation.

Finally, the BCB also acts to encourage the development 
of the capital market. An important element in this regard 
was the modernization of the remuneration rate of the 
Brazilian Development Bank (BNDES). The Long-
Term Rate (TLP), as a market rate, conveys greater 
power to the monetary policy and helps the reduction 
of the structural interest rate, encouraging the long-term 
financing of private partnerships and the development 
of the capital market. In 2017, the funding in the capital 
market increased by 91%, representing a cheaper and 
alternative business financing source. In March 2018, 
the methodology for calculating the Long-Term Interest 
Rate was changed, making its formation and calculation 
process more transparent.

6.5 On-going Actions

Since the publication of the BC+ Agenda, several actions 
have been taken, and others of great relevance are still 
under analysis, either depending on changes in the laws 
in force at the National Congress or depending on the 
collaboration of the rest of the economic team, regarding 
changes to norms of lower hierarchy. The following 
stand out: 

• BCB’s autonomy – The conduct of the monetary 
policy has been granted a de facto autonomy, but it is 
necessary to build a de jure autonomy. It is necessary 
to build institutions that rely less on persons and more 
on rules. In case BCB’s autonomy is approved, it will 
represent an important institutional advance, with 
foreseeable gains for the country, such as the decrease 
of Brazil’s country risk and the fall in the structural 
interest rate, in a contribution to the economy’s 
sustainable growth;

• Cadastro Positivo (Positive Credit Reporting) – It is 
a project for democratizing the information available 
within the SFN. The Cadastro Positivo is an important 
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instrument of competition. The bill —presently 
in consideration at the Congress— promotes the 
revitalization of positive credit reporting, therefore 
facilitating the access to information by small and 
medium-sized banks and fostering the competition 
in the credit market;

• The relationship BCB–TN and the creation of 
voluntary deposits – The revision of the relationship 
between the BCB and the National Treasury (TN) 
aims at increasing transparency and reducing the 
flow of resources between the two bodies, improving 
the efficiency in the management of liquidity and 
the federal public debt, therefore assuring monetary 
policy instruments at an adequate level. Bill 9,248 of 
2017 intends to establish voluntary time deposits at 
the BCB from financial institutions, as an alternative 
to the exclusive usage of repo operations;

• Electronic Negotiable Invoice – Bill 9,327 of 2017 
intends to improve legislation to enable that such 
instruments are issued both in book-entry form and 
electronically.
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Annex A – Definitions – Chapter 1 

The definitions below were used in Chapter 1 and are based on data of the Central Credit Risk System (SCR) 
from the BCB, considering the period between December 2015 to December 2017.

Credit

Credit portfolio balance: is equivalent to the total of the “active portfolio”, and includes both overdue and 
not yet due installments, excluding operations accrued as losses. The active portfolio encompasses not only 
grants performed on the reference date, but also the outstanding credit stock on that date, regardless of the date 
the loan was granted.

The number of loans granted:  a number of loans contracted and effectively realized, which have outstanding 
installments at the reference date, both overdue and not yet due. The number of loans encompasses not only 
grants performed on the reference date, but also the outstanding credit stock on that date, regardless of the date 
the loan was granted.

Identified operations: when the same client operations sum up an amount over R$200.00177 in a single FI, the 
operation is identified at the SCR, meaning that both client and operation are individualized, and their information 
is detailed. When the sum does not surpass R$200.00, the information is aggregated without identification of 
client or operation. The indicators herewith presented were built based on identified operations, which comprise 
most of the credit operations within the SFN (99.5% of the active portfolio balance on June 2017).

Number of borrowers: number of clients with outstanding credit operations (active portfolio, as aforementioned). 
Individuals or corporations that: i) reside abroad; or ii) do not have a Corporate Taxpayer Register Number 
(CNPJ) or an Individual Taxpayer Register Number were disregarded.

Delinquency: the ratio of the sum of operations with installments overdue for more than 90 days to the sum of 
all credit operations granted. The sum of the outstanding credit – including overdue and not yet due installments 
– is deemed to be delinquent if there are installments overdue for more than 90 days. This process, called hauling 
(arrasto), assumes that the debtor in such a situation will not pay the not-yet-due installments while there are 
installments overdue for more than 90 days.

Granting segment: a segment of financial institutions that grant credit.

Banking segment: independent banks (excluding credit unions) and financial institutions that grant credit and 
are part of a conglomerate bank.

177 In force since June 2016, as per Circular 3,567 of December 12 2011, modified by Circular 3,786 of March 10 2016.
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Non-banking segment: credit unions, cooperative banks, and financial institutions that are not part of a bank 
conglomerate (the so called “independent FI”): economic development agencies, saving and loans associations, 
mortgage companies, leasing companies, credit companies to micro-entrepreneurs and small business, credit, 
financing, and investment companies, and on-lending real estate financing companies.

In Chapter 1, credit unions were presented apart from the non-banking segment (cooperative banks belong to 
the non-banking segment).

Origin of resources

Non-earmarked resources: refer to loans granted with interest rates agreed between financial institutions and 
borrowers (market interest rates). In non-earmarked operations, the financial institutions decide how to apply 
the funds raised in the market.

Earmarked resources: operations regulated by the National Monetary Council (CMN) or linked to budgetary 
resources to foster the long-term and mid-term production of goods and investment in the real estate, housing, 
rural and infrastructure segments. Resources come from a part of the on-demand deposits and savings accounts, 
and from public funds and programs. The Production-Oriented Microcredit National Program (PNMPO) is an 
example.

Credit Type: subtypes of credit within the SCR, whose description may be found in the document Instruções 
de Preenchimento do Documento 3040 at: http://www.bcb.gov.br/fis/crc/ftp/SCR_InstrucoesDePreenchimento_Doc3040.pdf. 
Related subtypes were grouped, for the sake of simplicity.

http://www.bcb.gov.br/fis/crc/ftp/SCR_InstrucoesDePreenchimento_Doc3040.pdf
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Annex B – Statistical Annex – Chapter 1 

Table A – Balance Change of Household Credit Operations by Federation Unit
R$ million

2015 2016 2017 Average

TOTAL Brazil 1,512,163                    1,560,650                    1,648,646           7.1% 3.2% 5.6% 5.3%

NORTH 72,669 75,176 79,909 9.1% 3.5% 6.3% 6.3%

Acre 3,708                           3,750                           4,022                  6.7% 1.1% 7.3% 5.0%

Amapá 4,039                           4,028                           4,158                  9.5% -0.3% 3.2% 4.2%

Amazonas 13,625                         13,813                         14,219                8.1% 1.4% 2.9% 4.1%

Pará 27,449                         28,504                         30,045                8.9% 3.8% 5.4% 6.0%

Rondônia 11,558                         12,346                         13,806                12.0% 6.8% 11.8% 10.2%

Roraima 2,961                           3,098                           3,363                  11.4% 4.6% 8.6% 8.2%

Tocantins 9,329                           9,638                           10,297                7.7% 3.3% 6.8% 5.9%

NORTHEAST 236,760 247,949 263,600 9.2% 4.7% 6.3% 6.8%

Alagoas 14,375                         15,027                         15,896                8.0% 4.5% 5.8% 6.1%

Bahia 64,209                         65,892                         69,268                8.1% 2.6% 5.1% 5.3%

Ceará 33,529                         35,303                         37,452                10.2% 5.3% 6.1% 7.2%

Maranhão 24,347                         25,798                         27,634                10.2% 6.0% 7.1% 7.7%

Paraíba 19,446                         20,786                         22,471                11.3% 6.9% 8.1% 8.8%

Pernambuco 37,489                         39,156                         42,080                6.5% 4.4% 7.5% 6.1%

Piauí 11,897                         12,855                         13,899                11.3% 8.1% 8.1% 9.2%

Rio Grande do Norte 19,147                         20,163                         21,223                12.2% 5.3% 5.3% 7.6%

Sergipe 12,322                         12,971                         13,678                10.5% 5.3% 5.5% 7.1%

CENTRAL-WEST 191,453 197,348 211,384 9.7% 3.1% 7.1% 6.6%

Distrito Federal 47,636                         47,801                         48,657                6.6% 0.3% 1.8% 2.9%

Goiás 67,984                         70,789                         76,189                10.3% 4.1% 7.6% 7.4%

Mato Grosso 46,531                         47,524                         52,299                12.8% 2.1% 10.0% 8.3%

Mato Grosso do Sul 29,303                         31,235                         34,240                9.0% 6.6% 9.6% 8.4%

SOUTHEAST 705,504 722,749 757,439 5.8% 2.4% 4.8% 4.4%

Espírito Santo 27,304                         27,422                         27,991                4.7% 0.4% 2.1% 2.4%

Minas Gerais 148,145                       152,053                       159,782              7.1% 2.6% 5.1% 4.9%

Rio de Janeiro 122,461                       121,936                       125,106              3.9% -0.4% 2.6% 2.0%

São Paulo 407,595                       421,338                       444,559              6.0% 3.4% 5.5% 5.0%

SOUTH 304,459 316,202 335,184 7.1% 3.9% 6.0% 5.6%

Paraná 115,918                       121,191                       128,156              7.4% 4.5% 5.7% 5.9%

Santa Catarina 69,493                         72,456                         76,636                6.8% 4.3% 5.8% 5.6%

Rio Grande do Sul 119,048                       122,555                       130,393              6.9% 2.9% 6.4% 5.4%

Unidentified 1,318                           1,225                           1,130                  -63.7% -7.1% -7.8% -26.2%

Dec. 2015 Dec. 2016 Dec. 2017
Change (p.p.)
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Table B – Density of credit to Household by Federation Unit (per capita credit volume)

2015 2016 2017 Average

TOTAL Brazil 7,311                7,489                  7,912                  5.4% 2.4% 5.6% 4.5%

NORTH 4,081                4,168                  4,431                  6.2% 2.2% 6.3% 4.9%

Acre 4,508                4,490                  4,816                  3.3% -0.4% 7.3% 3.4%

Amapá 5,114                5,004                  5,164                  5.2% -2.2% 3.2% 2.1%

Amazonas 3,382                3,377                  3,476                  4.7% -0.1% 2.9% 2.5%

Pará 3,303                3,391                  3,575                  6.3% 2.7% 5.4% 4.8%

Rondônia 6,435                6,805                  7,609                  9.6% 5.7% 11.8% 9.1%

Roraima 5,706                5,878                  6,382                  7.8% 3.0% 8.6% 6.5%

Tocantins 6,054                6,186                  6,609                  5.2% 2.2% 6.8% 4.7%

NORTHEAST 4,148                4,319                  4,592                  7.8% 4.1% 6.3% 6.1%

Alagoas 4,270                4,442                  4,699                  6.8% 4.0% 5.8% 5.6%

Bahia 4,194                4,286                  4,505                  7.1% 2.2% 5.1% 4.8%

Ceará 3,728                3,901                  4,138                  8.8% 4.6% 6.1% 6.5%

Maranhão 3,492                3,676                  3,938                  8.6% 5.3% 7.1% 7.0%

Paraíba 4,850                5,150                  5,567                  9.8% 6.2% 8.1% 8.0%

Pernambuco 3,972                4,121                  4,429                  5.0% 3.8% 7.5% 5.4%

Piauí 3,699                3,989                  4,313                  10.8% 7.8% 8.1% 8.9%

Rio Grande do Norte 5,486                5,725                  6,026                  10.1% 4.4% 5.3% 6.6%

Sergipe 5,413                5,643                  5,951                  8.2% 4.2% 5.5% 6.0%

CENTRAL-WEST 12,151              12,357                13,236                6.7% 1.7% 7.1% 5.2%

Distrito Federal 15,868              15,597                15,876                2.1% -1.7% 1.8% 0.7%

Goiás 10,095              10,384                11,176                7.5% 2.9% 7.6% 6.0%

Mato Grosso 14,003              14,137                15,558                10.1% 1.0% 10.0% 7.0%

Mato Grosso do Sul 10,865              11,454                12,556                6.5% 5.4% 9.6% 7.2%

SOUTHEAST 8,142                8,286                  8,683                  4.3% 1.8% 4.8% 3.6%

Espírito Santo 6,839                6,796                  6,937                  2.4% -0.6% 2.1% 1.3%

Minas Gerais 7,036                7,181                  7,546                  5.8% 2.1% 5.1% 4.3%

Rio de Janeiro 7,342                7,276                  7,465                  2.8% -0.9% 2.6% 1.5%

São Paulo 9,073                9,309                  9,822                  4.4% 2.6% 5.5% 4.2%

SOUTH 10,306              10,632                11,270                5.5% 3.2% 6.0% 4.9%

Paraná 10,274              10,670                11,284                5.9% 3.9% 5.7% 5.2%

Santa Catarina 9,998                10,291                10,884                3.9% 2.9% 5.8% 4.2%

Rio Grande do Sul 10,526              10,804                11,495                6.2% 2.6% 6.4% 5.1%

Change (p.p.)Density of credit 
2015

Density of credit 
2016

Density of credit 
2017
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Table C – Delinquency Rate in Household Credit Operations by Federation Unit

 (%)

TOTAL Brazil 4.2% 4.0% 3.6%

NORTH
Acre 4.7% 4.4% 3.5%

Amapá 5.5% 5.4% 5.6%

Amazonas 5.9% 6.0% 5.0%

Pará 5.3% 5.4% 5.1%

Rondônia 3.3% 3.0% 2.5%

Roraima 5.1% 4.4% 4.3%

Tocantins 4.6% 4.4% 4.4%

NORTHEAST
Alagoas 6.0% 5.0% 4.4%

Bahia 5.3% 5.1% 4.5%

Ceará 4.8% 4.8% 4.3%

Maranhão 5.2% 4.8% 4.2%

Paraíba 4.6% 4.3% 3.9%

Pernambuco 5.7% 5.1% 4.4%

Piauí 4.9% 4.3% 3.7%

Rio Grande do Norte 4.7% 4.4% 4.5%

Sergipe 4.6% 4.5% 3.9%

CENTRAL-WEST
Distrito Federal 3.6% 3.4% 3.2%

Goiás 4.1% 4.0% 3.3%

Mato Grosso 3.2% 3.1% 2.7%

Mato Grosso do Sul 3.3% 3.0% 2.8%

SOUTHEAST
Espírito Santo 4.2% 4.0% 3.8%

Minas Gerais 4.1% 3.9% 3.5%

Rio de Janeiro 5.6% 5.7% 5.0%

São Paulo 4.2% 3.8% 3.5%

SOUTH
Paraná 3.4% 3.0% 2.7%

Santa Catarina 3.1% 2.9% 2.5%

Rio Grande do Sul 3.2% 2.9% 2.7%

Unidentified 2.0% 3.4% 3.4%

Source: Banco Central do Brasil

Dec. 2015 Dec. 2016 Dec. 2017
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Table D - Corporate Balance Credit Change by Federation Unit
R$ million

2015 2016 2017 Average

TOTAL Brazil 1,707,168                    1,544,858                    1,436,993                    6.4% -9.5% -7.0% -3.4%

NORTH 47,536                         42,550                         40,793                         -1.8% -10.5% -4.1% -5.5%

Acre 3,058                           2,752                           2,456                           -2.6% -10.0% -10.8% -7.8%

Amapá 3,214                           3,180                           3,183                           4.4% -1.1% 0.1% 1.1%

Amazonas 12,580                         10,864                         10,415                         -1.1% -13.6% -4.1% -6.3%

Pará 15,727                         14,337                         14,276                         -10.0% -8.8% -0.4% -6.4%

Rondônia 4,722                           4,249                           3,655                           0.7% -10.0% -14.0% -7.8%

Roraima 1,826                           1,685                           1,624                           -6.1% -7.7% -3.6% -5.8%

Tocantins 6,410                           5,483                           5,184                           19.2% -14.5% -5.4% -0.2%

NORTHEAST 169,256                       153,209                       144,492                       -3.0% -9.5% -5.7% -6.1%

Alagoas 6,287                           5,588                           5,388                           -8.2% -11.1% -3.6% -7.6%

Bahia 49,946                         42,708                         36,434                         -10.0% -14.5% -14.7% -13.1%

Ceará 31,408                         31,694                         33,653                         8.7% 0.9% 6.2% 5.3%

Maranhão 13,740                         12,779                         11,320                         2.6% -7.0% -11.4% -5.3%

Paraíba 7,685                           6,857                           6,140                           -3.0% -10.8% -10.5% -8.1%

Pernambuco 36,177                         31,848                         30,159                         -1.3% -12.0% -5.3% -6.2%

Piauí 7,062                           6,442                           7,310                           6.0% -8.8% 13.5% 3.6%

Rio Grande do Norte 11,230                         10,297                         9,674                           -3.3% -8.3% -6.1% -5.9%

Sergipe 5,721                           4,994                           4,414                           -18.4% -12.7% -11.6% -14.2%

CENTRAL-WEST 146,824                       137,890                       132,716                       7.5% -6.1% -3.8% -0.8%

Distrito Federal 56,297                         55,591                         53,042                         14.4% -1.3% -4.6% 2.9%

Goiás 43,196                         38,902                         36,642                         3.2% -9.9% -5.8% -4.2%

Mato Grosso 15,960                         14,515                         13,551                         2.9% -9.1% -6.6% -4.3%

Mato Grosso do Sul 31,371                         28,883                         29,480                         4.8% -7.9% 2.1% -0.4%

SOUTHEAST 1,043,683                    936,107                       866,882                       8.8% -10.3% -7.4% -3.0%

Espírito Santo 23,370                         20,616                         18,665                         -1.3% -11.8% -9.5% -7.5%

Minas Gerais 141,102                       125,877                       116,942                       1.8% -10.8% -7.1% -5.4%

Rio de Janeiro 322,218                       278,065                       250,211                       20.2% -13.7% -10.0% -1.2%

São Paulo 556,994                       511,549                       481,064                       5.4% -8.2% -6.0% -2.9%

SOUTH 262,508                       246,867                       226,750                       1.4% -6.0% -8.1% -4.2%

Paraná 99,403                         91,823                         85,155                         0.1% -7.6% -7.3% -4.9%

Rio Grande do Sul 86,765                         81,311                         71,980                         2.5% -6.3% -11.5% -5.1%

Santa Catarina 76,340                         73,733                         69,615                         2.0% -3.4% -5.6% -2.3%

Unidentified 37,361                         28,235                         25,360                         34.1% -24.4% -10.2% -0.2%

Source: Banco Central do Brasil

Dec. 2015 Dec. 2016 Dec. 2017
Change (p.p.)
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Table E – Delinquency Rate of Corporate Credit Operations by Federation Unit
(%)

TOTAL Brazil 2.6% 3.5% 2.9%

NORTH 4.6% 5.8% 4.7%

Acre 2.8% 4.4% 2.3%

Amapá 3.6% 3.2% 2.4%

Amazonas 3.1% 5.0% 4.2%

Pará 4.7% 8.4% 6.9%

Rondônia 3.9% 6.4% 3.8%

Roraima 3.0% 3.3% 2.0%

Tocantins 9.6% 3.5% 3.6%

NORTHEAST 3.9% 4.6% 3.8%

Alagoas 4.0% 4.2% 5.5%

Bahia 3.8% 5.6% 3.8%

Ceará 4.5% 3.9% 3.3%

Maranhão 3.9% 5.6% 2.9%

Paraíba 3.7% 4.3% 2.9%

Pernambuco 3.6% 3.9% 2.9%

Piauí 3.3% 3.8% 10.8%

Rio Grande do Norte 3.2% 3.6% 2.8%

Sergipe 6.1% 5.5% 4.5%

CENTRAL-WEST 2.9% 4.5% 2.5%

Distrito Federal 1.5% 3.6% 1.2%

Goiás 4.0% 5.2% 3.4%

Mato Grosso 4.2% 4.5% 2.6%

Mato Grosso do Sul 3.4% 5.4% 3.6%

SOUTHEAST 2.2% 3.0% 2.7%

Espírito Santo 3.5% 5.9% 4.1%

Minas Gerais 3.3% 4.2% 3.7%

Rio de Janeiro 1.1% 2.9% 2.5%

São Paulo 2.4% 2.7% 2.5%

SOUTH 3.4% 3.8% 3.1%

Paraná 3.7% 3.8% 3.4%

Rio Grande do Sul 3.6% 4.5% 3.7%

Santa Catarina 2.8% 3.1% 2.2%

Unidentified 0.3% 0.2% 3.1%

Source: Banco Central do Brasil
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Table F – Corporate Credit Operations Balances by Subsector
R$ million

Economic Sector Dec. 2015 Dec. 2016 Dec. 2017 Change (p.p.)

2015 2016 2017

Total 1,707,168      1,544,858      1,436,993      6.4 -9.5 -7.0
Agriculture, Livestock, Forestry, Fisheries and Aquaculture 25,240           24,200           22,251           7.3 -4.1 -8.1
Extractive 45,688           31,632           21,204           26.7 -30.8 -33.0
Manufacturing 472,045         410,667         363,061         4.1 -13.0 -11.6

Food Products Manufacturing 97,923           93,864           84,154           0.9 -4.1 -10.3
Beverage Products Manufacturing 7,483             6,205             4,943             8.5 -17.1 -20.3
Tobacco Products Manufacturing 1,743             1,533             1,486             -3.3 -12.0 -3.1
Textile Products Manufacturing 7,917             6,902             6,655             -1.3 -12.8 -3.6
Wearing Apparel and Accessories Manufacturing 10,304           8,768             7,847             -4.3 -14.9 -10.5
Leather Tanning, Leather Products Manuf., Travel Accessories and Footwear 5,737             5,324             4,714             -3.7 -7.2 -11.5
Timber Products Manufacturing 5,497             5,021             4,269             -1.8 -8.7 -15.0
Pulp, Paper and Paper Products Manufacturing 26,430           23,331           19,626           -2.1 -11.7 -15.9
Printing and Reproduction of Recordings 3,151             2,511             2,076             -1.8 -20.3 -17.3
Coke, Petroleum-derived Products and Biofuel Manufacturing 85,621           65,659           55,166           17.0 -23.3 -16.0
Chemical Products Manufacturing 27,531           23,090           17,504           2.0 -16.1 -24.2
Pharma chemicals and Pharmaceutical Products Manufacturing 4,200             4,291             4,252             -9.2 2.2 -0.9
Rubber and Plastic Products Manufacturing 15,932           12,564           10,888           -0.9 -21.1 -13.3
Non-metallic Mineral Products Manufacturing 17,709           15,609           13,599           -1.3 -11.9 -12.9
Metallurgy 42,071           40,125           36,942           -1.0 -4.6 -7.9
Metal Products Manufacturing, except Machinery and Equipment 14,495           10,973           10,328           -1.8 -24.3 -5.9
IT Equip., Electronic and Optical Products Manufacturing 4,617             3,237             2,857             23.0 -29.9 -11.8
Electrical Machines, Appliances and Materials Manufacturing 9,091             7,577             8,136             -3.2 -16.7 7.4
Machinery and Equipment Manufacturing 17,815           14,794           11,640           -2.3 -17.0 -21.3
Motor Vehicles, Trailers and Bodywork Manufacturing 40,119           38,506           37,762           15.8 -4.0 -1.9
Other Transport. Equip. Manufac., except Motor Vehicles 14,772           10,653           9,286             18.2 -27.9 -12.8
Furniture Manufacturing 5,443             4,533             3,909             -9.3 -16.7 -13.8
Other Products Manufacturing 3,360             2,867             2,618             -2.4 -14.7 -8.7
Machinery and Equipment Maintenance, Repair and Installation 3,085             2,728             2,403             0.8 -11.6 -11.9

Construction 112,283         100,683         84,419           -4.3 -10.3 -16.2
Public Utility Industrial Services 202,698         204,885         201,555         15.8 1.1 -1.6

Electricity and Natural Gas 184,258         185,435         181,408         15.3 0.6 -2.2
Water, Sewage, Waste Disposal and Decontamination Activities 18,440           19,450           20,147           20.8 5.5 3.6

Trade and Repair of Motor Vehicles and Motorcycles 306,653         274,478         252,128         -0.3 -10.5 -8.1
Trade and Repair of Motor Vehicles and Motorcycles 41,441           35,203           34,912           -8.8 -15.1 -0.8
Wholesale trade, except Motor Vehicles and Motorcycles 125,980         115,693         103,605         4.8 -8.2 -10.4
Retail Trade 139,232         123,582         113,612         -1.8 -11.2 -8.1

Transport, storage and mail 168,882         140,367         131,813         8.7 -16.9 -6.1
Ground Transportation 101,164         75,947           70,765           -1.5 -24.9 -6.8
Waterway Transportation 22,537           18,490           19,014           49.5 -18.0 2.8
Air Transportation 2,858             1,636             1,461             48.7 -42.7 -10.7
Storage and Transport. Aux. Activ., Mail and Other Delivery Activities 42,323           44,293           40,573           18.6 4.7 -8.4

Public Administration, Defense and Social Security 123,503         128,357         132,125         24.5 3.9 2.9
Other Services 207,216         196,437         199,227         1.7 -5.2 1.4

Lodging and Food 12,806           12,139           12,997           1.9 -5.2 7.1
Information and Communication, except Telecommunication 8,668             8,091             8,950             4.2 -6.7 10.6
Telecommunication 15,654           14,658           12,198           -21.6 -6.4 -16.8
Financial and Insurance Activities and Related Services 62,476           63,076           54,677           8.7 1.0 -13.3
Real Estate, Profes., Scientific, Technical, Adm. and Compl.Services Activ. 82,061           73,184           80,786           2.3 -10.8 10.4
Education 7,523             7,499             8,845             3.7 -0.3 18.0
Human Health and Social Services 14,487           14,666           17,534           2.7 1.2 19.6
Arts, Culture, Sports and Recreation 3,542             3,125             3,239             -4.4 -11.8 3.6

Legal Entities Headquartered Abroad 42,960           33,152           29,210           27.1 -22.8 -11.9

Source: Banco Central do Brasil
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Table G – Corporate Delinquency by Subsector
(%)

Economic Sector Dec. 2015 Dec. 2016 Dec. 2017

2015 2016 2017

Total 2.6                   3.5                   2.9                   0.7 0.8 -0.5
Agriculture, Livestock, Forestry, Fisheries and Aquaculture 4.7                   9.4                   3.3                   0.3 4.6 -6.1
Extractive 0.3                   1.7                   0.5                   -0.5 1.3 -1.2
Manufacturing 2.4                   2.8                   2.6                   0.6 0.4 -0.2

Food Products Manufacturing 2.2                   2.1                   1.7                   0.6 -0.1 -0.4
Beverage Products Manufacturing 0.8                   0.8                   0.5                   0.4 -0.1 -0.3
Tobacco Products Manufacturing 3.5                   3.3                   0.2                   -1.5 -0.2 -3.0
Textile Products Manufacturing 4.2                   4.6                   2.5                   1.7 0.4 -2.1
Wearing Apparel and Accessories Manufacturing 7.1                   9.7                   5.9                   2.3 2.6 -3.8
Leather Tanning, Leather Products Manuf., Travel Accessories and Footwear 3.9                   3.6                   2.5                   1.0 -0.2 -1.1
Timber Products Manufacturing 3.5                   4.5                   5.5                   0.5 1.0 1.0
Pulp, Paper and Paper Products Manufacturing 0.5                   0.9                   0.8                   0.2 0.4 -0.1
Printing and Reproduction of Recordings 10.1                 10.6                 9.9                   5.3 0.5 -0.7
Coke, Petroleum-derived Products and Biofuel Manufacturing 0.8                   1.3                   0.8                   0.2 0.5 -0.5
Chemical Products Manufacturing 3.3                   1.6                   1.3                   2.6 -1.8 -0.3
Pharma chemicals and Pharmaceutical Products Manufacturing 0.2                   0.8                   0.8                   0.0 0.6 0.0
Rubber and Plastic Products Manufacturing 3.8                   4.2                   8.6                   1.8 0.4 4.5
Non-metallic Mineral Products Manufacturing 3.2                   3.8                   7.3                   1.5 0.6 3.5
Metallurgy 0.7                   1.0                   2.0                   -0.2 0.4 0.9
Metal Products Manufacturing, except Machinery and Equipment 6.4                   9.7                   6.5                   2.9 3.4 -3.2
IT Equip., Electronic and Optical Products Manufacturing 2.6                   2.8                   5.4                   0.4 0.2 2.6
Electrical Machines, Appliances and Materials Manufacturing 4.4                   5.8                   2.4                   1.3 1.4 -3.4
Machinery and Equipment Manufacturing 3.7                   6.1                   6.9                   -0.1 2.4 0.8
Motor Vehicles, Trailers and Bodywork Manufacturing 1.8                   1.4                   1.3                   1.0 -0.4 -0.1
Other Transport. Equip. Manufac., except Motor Vehicles 1.4                   4.0                   2.3                   -4.0 2.6 -1.6
Furniture Manufacturing 7.7                   11.6                 7.7                   2.5 3.9 -3.9
Other Products Manufacturing 5.1                   6.2                   5.8                   2.0 1.2 -0.5
Machinery and Equipment Maintenance, Repair and Installation 5.7                   7.3                   5.1                   1.0 1.7 -2.2

Construction 4.3                   5.6                   6.8                   1.9 1.3 1.2
Public Utility Industrial Services 0.4                   0.4                   0.9                   0.3 0.1 0.5

Electricity and Natural Gas 0.3                   0.4                   1.0                   0.2 0.1 0.6
Water, Sewage, Waste Disposal and Decontamination Activities 1.0                   0.7                   0.5                   0.4 -0.3 -0.3

Trade and Repair of Motor Vehicles and Motorcycles 5.1                   5.9                   4.7                   1.6 0.7 -1.2
Trade and Repair of Motor Vehicles and Motorcycles 5.4                   6.6                   4.2                   2.2 1.2 -2.4
Wholesale trade, except Motor Vehicles and Motorcycles 3.8                   3.8                   3.6                   1.5 -0.1 -0.2
Retail Trade 6.2                   7.7                   5.9                   1.7 1.4 -1.8

Transport, storage and mail 2.6                   2.8                   1.8                   1.0 0.2 -1.0
Ground Transportation 3.8                   4.3                   2.6                   1.6 0.5 -1.7
Waterway Transportation 0.3                   1.0                   0.9                   0.2 0.7 -0.1
Air Transportation 0.2                   1.2                   0.4                   -0.1 1.0 -0.8
Storage and Transport. Aux. Activ., Mail and Other Delivery Activities 1.0                   0.9                   0.8                   0.3 -0.1 -0.1

Public Administration, Defense and Social Security 0.1                   0.4                   0.0                   0.0 0.3 -0.4
Other Services 3.1                   6.2                   4.6                   0.6 3.1 -1.6

Lodging and Food 9.4                   12.3                 8.8                   2.8 2.9 -3.5
Information and Communication, except Telecommunication 4.1                   5.0                   3.2                   0.6 0.9 -1.8
Telecommunication 0.3                   26.4                 22.6                 0.2 26.1 -3.8
Financial and Insurance Activities and Related Services 0.8                   1.1                   2.4                   -0.1 0.3 1.3
Real Estate, Profes., Scientific, Technical, Adm. and Compl.Services Activ. 4.3                   6.5                   3.9                   0.8 2.1 -2.6
Education 3.5                   4.1                   2.3                   0.5 0.6 -1.8
Human Health and Social Services 2.2                   1.9                   1.3                   0.2 -0.3 -0.6
Arts, Culture, Sports and Recreation 6.0                   11.6                 5.8                   2.5 5.6 -5.9

Legal Entities Headquartered Abroad 0.0                   0.2                   2.7                   0.0 0.1 2.5

Source: Banco Central do Brasil

Change (p.p.)
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Annex C – Statistical Annex – Chapter 5 

Table A – Market share - Earmarked credit with BNDES resources
Rank

1 BNDES 76.94% BNDES 74.89% BNDES 73.70%

2 Banco do Brasil S.A. 6.92% Banco do Brasil S.A. 6.07% Caixa Econômica Federal 7.02%

3 Caixa Econômica Federal 5.13% Caixa Econômica Federal 6.07% Banco do Brasil S.A. 5.30%

4 Itaú Unibanco S.A. 3.08% Banco Bradesco S.A. 2.87% Banco Bradesco S.A. 2.92%

5 Banco Bradesco S.A. 2.21% Itaú Unibanco S.A. 2.81% Itaú Unibanco S.A. 2.75%

6
Other commercial / multiple 
banks with a commercial 
portfolio

3.65%
Other commercial / multiple 
banks with a commercial 
portfolio

4.67%
Other commercial / multiple 
banks with a commercial 
portfolio

5.33%

7 Other development banks 1.65% Other development banks 2.13% Other development banks 2.50%

8 Non-banking credit 0.37% Non-banking credit 0.40% Non-banking credit 0.39%

9 Investment / multiple banks 
w/o commercial portfolio 0.05% Investment / multiple banks 

w/o commercial portfolio 0.06% Investment / multiple banks 
w/o commercial portfolio 0.06%

10 Credit unions 0.01% Credit unions 0.01% Credit unions 0.02%

      Total 100.00% 100.00% 100.00%

      HHIn 0.6012 0.5706 0.5536

20172015 2016

Table B – Market share - Working capital
Rank

1 Banco do Brasil S.A. 22.91% Banco do Brasil S.A. 19.17% Banco do Brasil S.A. 16.86%

2 Caixa Econômica Federal 16.78% Caixa Econômica Federal 17.51% Caixa Econômica Federal 16.29%

3 Banco Bradesco S.A. 12.17% Banco Bradesco S.A. 14.97% Banco Bradesco S.A. 14.27%

4 Itaú Unibanco S.A. 11.60% Itaú Unibanco S.A. 12.81% Itaú Unibanco S.A. 13.94%

5 Banco Santander      (Brasil) 
S.A. 9.53% Banco Santander      (Brasil) 

S.A. 9.44% Banco Santander      (Brasil) 
S.A. 9.27%

6
Other commercial / multiple 
banks with a commercial 
portfolio

21.49%
Other commercial / multiple 
banks with a commercial 
portfolio

18.88%
Other commercial / multiple 
banks with a commercial 
portfolio

20.10%

7 Investment / multiple banks 
w/o commercial portfolio 3.73% Investment / multiple banks 

w/o commercial portfolio 5.30% Investment / multiple banks 
w/o commercial portfolio 7.17%

8 Credit unions 1.13% Credit unions 1.38% Credit unions 1.46%

9 Non-banking credit 0.36% Non-banking credit 0.36% Non-banking credit 0.39%

10 Development banks 0.30% Development banks 0.18% Development banks 0.24%

      Total 100.00% 100.00% 100.00%

      HHIn 0.1217 0.1174 0.1063

20172015 2016
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Table C – Market share - Consumer credit
Rank

1 Banco do Brasil S.A. 24.18% Banco do Brasil S.A. 23.47% Banco do Brasil S.A. 22.71%

2 Caixa Econômica Federal 18.21% Caixa Econômica Federal 18.38% Caixa Econômica Federal 17.10%

3 Itaú Unibanco S.A. 15.75% Itaú Unibanco S.A. 14.54% Itaú Unibanco S.A. 13.99%

4 Banco Bradesco S.A. 12.31% Banco Bradesco S.A. 13.94% Banco Bradesco S.A. 13.96%

5 Banco Santander      (Brasil) 
S.A. 5.53% Banco Santander      (Brasil) 

S.A. 6.52% Banco Santander      (Brasil) 
S.A. 8.26%

6
Other commercial / multiple 
banks with a commercial 
portfolio

17.97%
Other commercial / multiple 
banks with a commercial 
portfolio

16.97%
Other commercial / multiple 
banks with a commercial 
portfolio

17.81%

7 Credit unions 4.75% Credit unions 5.08% Credit unions 5.46%

8 Non-banking credit 1.27% Non-banking credit 1.08% Non-banking credit 0.60%

9 Investment / multiple banks 
w/o commercial portfolio 0.03% Investment / multiple banks 

w/o commercial portfolio 0.03% Investment / multiple banks 
w/o commercial portfolio 0.12%

10 Development banks 0.00% Development banks 0.00% Development banks 0.00%

      Total 100.00% 100.00% 100.00%

      HHIn 0.1371 0.1360 0.1294

20172015 2016

Table D – Market share - Payroll-deducted credit
Rank

1 Banco do Brasil S.A. 23.13% Caixa Econômica Federal 22.20% Banco do Brasil S.A. 21.64%

2 Caixa Econômica Federal 21.92% Banco do Brasil S.A. 21.79% Caixa Econômica Federal 20.68%

3 Itaú Unibanco S.A. 16.60% Itaú Unibanco S.A. 15.50% Itaú Unibanco S.A. 14.27%

4 Banco Bradesco S.A. 12.57% Banco Bradesco S.A. 13.50% Banco Bradesco S.A. 14.12%

5 Banco Santander      (Brasil) 
S.A. 5.13% Banco Santander      (Brasil) 

S.A. 6.18% Banco Santander      (Brasil) 
S.A. 7.87%

6
Other commercial / multiple 
banks with a commercial 
portfolio

18.61%
Other commercial / multiple 
banks with a commercial 
portfolio

18.63%
Other commercial / multiple 
banks with a commercial 
portfolio

18.91%

7 Credit unions 1.82% Credit unions 1.95% Credit unions 2.16%

8 Non-banking credit 0.19% Non-banking credit 0.22% Non-banking credit 0.25%

9 Investment / multiple banks 
w/o commercial portfolio 0.02% Investment / multiple banks 

w/o commercial portfolio 0.02% Investment / multiple banks 
w/o commercial portfolio 0.08%

10 Development banks 0.00% Development banks 0.00% Development banks 0.00%

      Total 100.00% 100.00% 100.00%

      HHIn 0.1504 0.1460 0.1396

20172015 2016

Table E – Market share - Credit card
Rank

1 Itaú Unibanco S.A. 34.93% Itaú Unibanco S.A. 32.33% Itaú Unibanco S.A. 33.74%

2 Banco Bradesco S.A. 14.98% Banco Bradesco S.A. 18.45% Banco Bradesco S.A. 16.70%

3 Banco do Brasil S.A. 14.37% Banco do Brasil S.A. 13.37% Banco do Brasil S.A. 12.82%

4 Banco Santander      (Brasil) 
S.A. 11.83% Banco Santander      (Brasil) 

S.A. 11.68% Banco Santander      (Brasil) 
S.A. 12.64%

5 Caixa Econômica Federal 6.26% Caixa Econômica Federal 5.27% Caixa Econômica Federal 4.79%

6
Other commercial / multiple 
banks with a commercial 
portfolio

10.94%
Other commercial / multiple 
banks with a commercial 
portfolio

10.73%
Other commercial / multiple 
banks with a commercial 
portfolio

9.60%

7 Non-banking credit 3.44% Non-banking credit 4.71% Non-banking credit 5.75%

8 Investment / multiple banks 
w/o commercial portfolio 2.80% Investment / multiple banks 

w/o commercial portfolio 2.93% Investment / multiple banks 
w/o commercial portfolio 3.31%

9 Credit unions 0.46% Credit unions 0.52% Credit unions 0.65%

10 Development banks 0.00% Development banks 0.00% Development banks 0.00%

      Total 100.00% 100.00% 100.00%

      HHIn 0.1862 0.1762 0.1799

20172015 2016
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Table G – Market share - Households by prudential segment
Rank

1 S1 80.83% S1 82.11% S1 81.63%

2 S3 6.83% S3 6.71% S3 6.67%

3 S2 5.97% S4 4.76% S4 5.17%

4 S4 4.47% S2 4.44% S2 4.43%

5 S5 1.89% S5 1.98% S5 2.10%

      Total 100.00% 100.00% 100.00%

      HHIn 0.6640 0.6834 0.6758

20172015 2016

Table H – Market share - Corporate by prudential segment
Rank

1 S1 57.42% S1 59.33% S1 59.37%

2 S2 29.95% S2 27.20% S2 26.77%

3 S3 8.01% S3 8.23% S3 7.87%

4 S4 3.69% S4 4.07% S4 4.54%

5 S5 0.94% S5 1.17% S5 1.44%

      Total 100.00% 100.00% 100.00%

      HHIn 0.4272 0.4345 0.4327

20172015 2016

Table F – Market share - Vehicles purchase - Households
Rank

1 Banco Santander      (Brasil) 
S.A. 18.14% Banco Santander      (Brasil) 

S.A. 20.47% Banco Santander      (Brasil) 
S.A. 23.79%

2 Banco Votorantim S.A. 16.54% Banco Votorantim S.A. 18.48% Banco Votorantim S.A. 19.64%

3 Banco Bradesco S.A. 12.96% Banco Bradesco S.A. 13.52% Banco Bradesco S.A. 13.64%

4 Itaú Unibanco S.A. 12.05% Itaú Unibanco S.A. 10.70% Itaú Unibanco S.A. 9.49%

5 Caixa Econômica Federal 6.84% Caixa Econômica Federal 7.19% Banco GMAC S.A. 4.37%

6 Investment / multiple banks 
w/o commercial portfolio 15.27% Investment / multiple banks 

w/o commercial portfolio 13.55% Investment / multiple banks 
w/o commercial portfolio 12.96%

7
Other commercial / multiple 
banks with a commercial 
portfolio

14.05%
Other commercial / multiple 
banks with a commercial 
portfolio

12.04%
Other commercial / multiple 
banks with a commercial 
portfolio

12.90%

8 Non-banking credit 2.09% Non-banking credit 2.03% Credit unions 2.02%

9 Credit unions 2.06% Credit unions 2.02% Non-banking credit 1.19%

10 Development banks 0.00% Development banks 0.00% Development banks 0.00%

      Total 100.00% 100.00% 100.00%

      HHIn 0.1061 0.1190 0.1323

20172015 2016
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