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the financial information presented in this Annual Report is, 
in general, in accordance with International Accounting stan-
dards, established by IfRs (International financing Repor-
ting standards), which may materially differ from the Brazilian 
generally Accepted Accounting Principles (BR gAAP). 

It is generally accepted that IfRs standards are the most adequate 
criteria for analyzing the balance sheet and results of santander 
(Brasil) s.A. furthermore, following the bank being classified as 
BMf&Bovespa stock exchange corporate governance level 2 after the 
initial public offering in october 2009 and the listing of its shares on 
the new york stock exchange as Adss, results must now be publi-
shed using these international criteria. however, in compliance with 
Brazilian regulatory agencies, the financial statements were and 
will continue to be prepared using BR gAAP standards as well.

It should also be pointed out that due to the Banco Real merger on 30 
August 2008, it is not to compare the results of 31 december 2008 to 
those of 31 december 2009. for purposes of analysis, all comparative 
data and the chapter economic and financial Information are pro forma, 
or in other words, as if the Banco Real merger had taken place on  
1 January 2008. however, the full financial statements using IfRs  
and BR gAAP for the year ending on 31 december 
2008 are not pro forma – and only take into account 
Banco Real operations as from 30 August 2008.

32009 AnnuAl RePoRt



SUMMARY OF FIGURES FOR THE PERIOD 2009 2008
Var.

2009x2008

RESULTS (R$ million)

net interest margin 22,167 19,231  15.3%

net commissions 6,238 5,866  6.3%

Allowance for loan losses (10,520) (7,240)  45.3% 

Personnel expenses and other Administrative expenses (10,947) (11,532)  -5.1%

net Income 5,508 3,913  40.8%

BALANCE SHEET (R$ million)

total Assets  315,973 294,190  7.4% 

securities 80,616 50,921  58.3% 

credit portfolio¹ 138,394 136,039  1.7% 

Individuals 43,352 39,153  10.7% 

consumer finance 24,627 24,757  -0.5% 

small and medium enterprises 32,417 34,289  -5.5% 

large enterprises 37,998 37,839  0.4% 

client funding 143,672 149,534  -3.9% 

total equity 69,266 49,837  39.0% 

total equity excluding goodwill² 40,954 22,349  83.2% 

PERFORMANCE INDICATORS (%)

Return on equity - annualized 9.8% 10.3%  -0.5 p.p. 

Return on equity excluding goodwill² - annualized 19.3% 16.8%  2.6 p.p.  

Return on assets - annualized 1.8% 1.5%  0.4 p.p.  

efficiency ratio3 35.0% 44.1%  -9.1 p.p.  

fees coverage over expenses 4 57.0% 50.9%  6.1 p.p.  

Basel Agreement Ratio excluding goodwill² 25.6% 14.7%  10.9 p.p.  

PORTFOLIO QUALITY INDICATORS (%)

default rate5 - IfRs 7.2% 5.7%  1.5 p.p. 

default rate6 (over 90 days) – BR gAAP 5.9% 3.9%  2.0 p.p. 

default rate7 (over 60 days) – BR gAAP 6.8% 5.0%  1.8 p.p. 

coverage ratio8 101.7% 105.8%  -4.1 p.p. 

OTHER FIGURES

Assets under management – AuM (R$ million) 98,407 80,402  22.4% 

number of credit and debit cards (thousand) 33,337 29,743  12.1% 

Branches 2,091 2,083  0.4% 

PABs (mini branches) 1,502 1,503  -0.1% 

AtMs 18,128 18,120  -0.1% 

total clients (thousand) 22,240 20,918  6.3% 

total account holders9 (thousand) 10,240 9,831  4.2% 

employees10 52,457 54,109  -3.1% 

1 credit Portfolio (Management).
2goodwill from the acquisition of Banco Real and Real seguros vida e Previdência.
3efficiency: general expenses/total revenues. the efficiency ratio excluding the cayman hedge for the periods12M08 and 12M09 would be 43.1% 
and 36.3% respectively.
4net commissions / general expense
5transactions overdue by more than 90 days plus normal credit with high risk of default/ management credit portfolio.
6transactions overdue by more than 90 days / credit portfolio in BR gAAP.
7transactions overdue by more than 60 days / credit portfolio in BR gAAP.
8Allowance for loan losses / transactions overdue by more than 90 days plus normal credit with high risk of default.
9clients effecting cash deposits in a 30-day period, according to the central Bank of Brazil.
10.Includes Banco santander (Brazil) s.A., its subsidiaries consolidated in the balance sheet and certain subsidiaries of Banco santander, s.A. (spain) headquartered 
in Brazil. excluding the subsidiaries of Banco santander, s.A. (spain), the figure was 51,241 employees.
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Credit Portfolio 
% - Dec/09

31% 
Individuals

18% 
Consumer 
Financing

28% 
Corporate

23% 
SMEs 

Net Interest 
Income
R$ million

2008 2009

22,167

19,231

15.3%

Administrative and  
Personnel Expenses

R$ million

2009

(10,947)

2008

(11,532)

-5.1%

Efficiency Ratio1

%

2009

35.0

2008

44.1

1 excluding the cayman hedge for 2008 would be 43.1% and 36.3% respectively. 
2 net Profit on equity adjusted for goodwill.

-9.1 p.p.

Net Profit
R$ million

2009

5,508

2008

3,913

40.8%

Net Fees
R$ million

2009

6,238

2008

5,866

6.3%

Return on Equity2

%

2009

19.3

2008

16.8

2.6 p.p.
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Marcial Angel Portela Alvarez
chairman of the Board of  
directors of santander in Brazil

this is a promising scenario. 
employment levels are rising 
and a new middle class is 
appearing, resulting in increasing 
rates of domestic household 
consumption. thus, we are 
dealing with a virtuous cycle 
which will demand more credit 
to make consumption feasible 
and credit for investments in 
infrastructure and in increased 
production capacity, vital for 
keeping up with the rate at 
which the economy expands. 
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everyone recognizes that 2009 was the year in which Brazil 
became a real global player. the country quickly weathered the 
financial crisis and came out as a winner. the union of Brazilian 
society and the smooth functioning of its institutions played a 
vital role in this process. the financial system, both private and 
state owned, showed resilience in facing the crisis and is now 
better prepared to achieve its objectives for growth in 2010.

this is a promising scenario. employment levels are rising and 
a new middle class is appearing, resulting in increasing rates of 
domestic household consumption. thus, we are dealing with a 
virtuous cycle which will demand more credit to make consump-
tion feasible and credit for investments in infrastructure and in 
increased production capacity, vital for keeping up with the rate 
at which the economy expands.

the year 2009 was marked by two important events for the Bank:

 the legal merger of Banco Real by santander in April;

 the launch of the largest IPo in corporate history in the whole 
world in the year.

these important achievements helped us to form the base for 
future growth. We are currently the only major global bank in 
Brazil and we offer the combination of a solid international 
platform and a strong local presence. this is why we are in a 
position to bring the best of the world to Brazil and to give  
the best of Brazil to the world.

We have well defined strategies for attracting new clients 
and increasing profitability in all areas of business. We have 
combined the capacities of two successful banks – santander 
and Banco Real – and we will allocate the proceeds from the 
IPo to drive our growth. such proceeds, to be used in a strict 
and disciplined manner, will enable us to put our expansion 
plans into effect, which include opening new branches, expan-
ding credit operations and improving our capital structure. 

A country facing great challenges now has a bank capable of 
meeting the needs of its clients, stockholders, employees, sup-
pliers and society in general.

In this way, and with the support of our stockholders, we aspire 
to be the best and most efficient bank in the country.

Marcial Angel Portela Alvarez
chairman of the Board of directors of santander in Brazil

Message from the chairman 
of the Board of directors of 
santander in Brazil

82009 AnnuAl RePoRt



Message from  
the president of 

santander in Brazil

Key IndIcAtoRs

MessAge fRoM the chAIRMAn of the BoARd  
of dIRectoRs of sAntAndeR In BRAzIl

MessAge fRoM the 
PResIdent of sAntAndeR 
In BRAzIl
 PRofIle

coRPoRAte goveRnAnce 

MARKet of oPeRAtIons

stRAtegy And MAnAgeMent

BusInesses 

econoMIc And fInAncIAl InfoRMAtIon

RIsK MAnAgeMent

IntAngIBle Assets

socIAl And cultuRAl InvestMent

envIRonMentAl MAnAgeMent

sAntAndeR In the WoRld

IfRs fInAncIAl stAteMents

BR gAAP fInAncIAl stAteMents

gRI IndIcAtoRs

IndePendent AudItoRs´ lIMIted AssuRAnce RePoRt

3

6

9

12

18

33

37

41

58

81

97

110

119

124

132

292

410

438

92009 AnnuAl RePoRt



We have extremely well-defi ned 
ideas and goals, and the greater 
the trust and involvement of 
those closest to us, the greater 
this outcome will be. this is 
the only way to achieve our 
objective of being the best bank 
in the country.

We have extremely well-defi ned 
ideas and goals, and the greater 
the trust and involvement of 
those closest to us, the greater 
this outcome will be. this is 
the only way to achieve our 
objective of being the best bank 
in the country.

Fabio Colletti Barbosa
President of santander in Brazil
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the year 2009 ended as it began: full of great challenges. If, at 
the beginning of the year, we were prepared to face the financial 
crisis and the first steps towards integration, at the end we were 
preparing the largest initial public offering the country has ever 
witnessed and the biggest transaction of its type in the world 
last year. the market showed it believes in our potential, a feeling 
backed up by the confidence grupo santander vests in our Brazi-
lian operations, bolstering our enthusiasm and responsibility for 
living up to expectations. 

All this leads us to believe we are on the right track, financially 
secure and prepared to grow together with Brazil. despite the 
difficulties the market faced during the first half of 2009, we 
managed to overcome the most difficult moments, thanks to the 
quality of our teams and the universal operation in the Brazi-
lian market, where we participated in all segments of financial 
business. santander is the largest foreign bank in the country, 
and our access to other markets sets us apart from the rest. It 
ensures we become the ideal partners for our customers throu-
ghout the current internationalization of the Brazilian economy. 

We live in an interdependent, interactive world, which is 
in constantly changing. new generations and technolo-
gical innovations have forced everyone to rethink their 
ways of doing business. All institutions have the chance 
to learn how to deal with the new demands. to design 
a new bank in this context is a mighty challenge.

Shall we do this together?

Brazil is extremely well placed on the international scenario, 
holding the most privileged position we have ever enjoyed. If the 
financial system sparked the crisis in other countries, it was part of 
the solution here. our robust system helped the recovery process. 
credit expanded around 15% last year in Brazil. According to 
market estimates, this demand for resources will surpass 20% 
in 2010, and should basically cater to consumer and investment 
financing, such as infrastructure, renewal of technology parks and 
production capacity. 

the promising year of 2010 for the country coincides with the 
completion of the integration of santander and Banco Real. 
Initiated in July 2008, the process has reached its last and most 
important step: the unification of the branch network under 
the santander brand name. this is the most visible element of 
the integration process, but it can only be achieved after all the 
other elements have been completed. We have been working 
intensely to cause customers the least possible inconvenience, 
gradually revealing the advantages and benefits that come with 
belonging to an even bigger network, gathering together the best 
each bank has to offer and providing differentiated products and 
services. the challenge and the responsibility are considerable and 
we would like to share this journey with employees, customers, 
suppliers, shareholders and society, in such a way as to maximize 
benefits for both people and the environment.

We have extremely well-defined ideas and goals, and the greater 
the trust and involvement of those closest to us, the greater this 
outcome will be. this is the only way to achieve our objective of 
being the best bank in the country.

the following report outlines the main steps taken 
on this journey in 2009. enjoy your reading!

Fabio Colletti Barbosa
President of santander in Brazil

Message from the president of 
santander in Brazil
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together, we wish to 
build the best and most 
efficient bank in Brazil.

local strength and 
global capacity
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In 2009, the bank posted a net profit of R$ 5.5 billion, 
40.8% greater than in 2008. equity totaled R$ 40.9 billion, 
excluding R$ 28.3 billion of goodwill from the acquisition 
of Banco Real and Real seguros vida e Previdência. Return 
on equity adjusted for goodwill reached 19.3% in 2009, an 
increase of 2.6 percentage points over the previous year. 
net interest margin rose 15.3%, largely due to the 12.4% 
increase in average credit volume over the same period.

sound balance sheet and improvement in management indica-
tors. general expenses fell 5.1% compared to the previous year, 
as a result of the capture of synergies during the integration 
process. the efficiency ratio2 reached 35% in 2009, a drop of 9.1 
percentage points compared to 2008, whilst fees coverage over 
expenses3 reached 57%, an increase of 6.1 percentage points. 
the Basel Ratio, excluding goodwill, reached 25.6% in december 
2009, 10.9 percentage points higher than the previous year. 

the credit portfolio grew 1.7% over 12 months, boosted by the 
individual loan segment (excluding consumer finance) which 
grew 10.7% to reach R$ 43.4 billion. corporate loan was hit by 
the financial crisis, which resulted in a drop in demand by clients. 
furthermore, the appreciation of the Brazilian real affected the 
portfolio in foreign currency. savings deposits were the highlight 
of funding, growing 22.2% over the 12 month-period, followed 
by investment funds, which grew 22.4% over the same period.

santander is currently the third largest private bank in 
Brazil in terms of assets, with a market share of 9.3% 
according to central Bank figures as of december 2009. 
It is controlled by the grupo santander, the biggest inter-
national financial conglomerate with a significant scale 
in Brazil. santander’s operations in 2009 were integrated 
with those of Banco Real, acquired by Banco santan-
der, s.A. (Madrid) at the end of 2007 and transferred 
to santander by means of merger of shares in 2008. 

Right from the beginning, the strategy has been to seek 
out the best each bank has to offer in order to build the 
best and most efficient bank in Brazil. the result of this 
process is the capacity in terms of innovation for the 
development of products and services by adopting ma-
nagement practices that keep pace with the evolution of 
society and promote client and shareholders satisfaction. 

the largest initial public offering in the history of the Brazi-
lian capital markets held in october evidenced investorconfi-
dence in the Bank’s value proposal and how such businesses 
are important to the group. santander is a publicly-traded 
company in Brazil with common shares, preferred shares 
and units listed on the BM&fBovespa under the tickers 
sAnB3, sAnB4 and sAnB11, respectively, and American 
depositary Receipts (AdRs) traded on the new york stock 
exchange under the code BsBR. It is the sixth largest 
Brazilian company in terms of market value (according to 
Bloomberg), quoted at R$ 92 billion on 30 december 2009.

santander is present in all sectors of the Brazilian fi-
nancial market, operating in the following segments: 
commercial, Wholesale, Asset and Insurance. It operates 
throughout the country, strategically concentrated in the 
southern and southeastern regions. As of december 2009, 
it had more than 52,000 employees1 a network of 3,593 
branches and mini branches and 18,128 AtMs available 
to its more than ten million active account holders.

1 Includes Banco santander (Brazil) s.A., its subsidiaries consolidated in the balance sheet and certain subsidiaries of Banco santander, s.A. (spain) headquartered in Brazil. 
2 efficiency Ratio: ratio of general expenses to revenues. In 2008, it was calculated based on pro forma financial statements from Banco santander and Banco Real over 12 months.
3 Ratio of net commissions to general expenses.

About Santander in the world

grupo santander, headquartered in Madrid, spain, is the eighth 
bank in the world and the first in the euro zone in terms of market 
capitalization, valued at € 95 billion according to december 
2009 figures. net income in 2009 totaled € 8.9 billion, making 
it the fourth largest bank in the world in terms of earnings. the 
bank’s shares were appreciated by 71.1% against 2008.

the Bank was founded over 150 years ago, and it is marked by 
the characteristic of a balanced geographic diversity of its business 
among mature and emerging markets, ensuring the maximization 
of revenues and earnings throughout the economic cycles. grupo 
santander is present in nine key markets: spain, Portugal, germany, 
the united Kingdom, Brazil, Mexico, chile, Argentina and the usA.

It operates on a global scale, in the divisions of Retail, Who-
lesale (santander global Banking & Markets), Asset Manage-
ment and Private Banking, insurance and methods of payment 
(santander cards). It has around 169,000 employees looking 
after approximately 90 million clients at 13,660 branches.
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Total account 
holders

Market share in terms of number 
of branches (%)

Dec. 2009

9,831

2008

10,240

2009

Employees1

54,108

2008

52,457

2009

Branches and 
mini branches

3,586

2008

3,593

2009

ATMs

2008

18,120 18,128

2009

1 Includes Banco santander (Brazil) s.A., its subsidiaries consolidated in the balance sheet and certain subsidiaries Brazil. excluding the subsidiaries 
of Banco santander, s.A. (spain), the fi gure was 51,241 employees.

North: 5% of GDP

Share: 5%

Northeast: 13% of GDP

Share: 7%

Mid-west: 9% of GDP

Share: 6%

Southeast: 57% of GDP

Share: 16%

South: 16% of GDP

Share: 9%
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The integration process
Important stages of integration were completed in 2009, resul-
ting in gains that exceeded initial expectations. A reduction in 
costs, as a result of the integration process and synergy gains, is 
already visible. efficiency ratio1 improved from 44.1%, in 2008 to 
35% in 2009.

new products, services and functionalities were incorporated 
into the daily routine of clients, combining technological im-
provements, efficiency, flexibility, and innovation, in addition to 
greater advantages and comfort. the objective was to gather the 
best each bank has to offer throughout the whole process. some 
changes brought immediate benefits to the clients and made the 
leverage of the bank’s business possible.

1 efficiency Ratio: ratio of general expenses to revenues. In 2008, it was calculated based on pro forma financial statements from Banco santander and Banco Real over 12 months.

2009 
Integration 
timeline

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC

Interoperability  
(Interconnection of santander  

and  Banco Real AtMs) 

legal merger  
of Banco ABn AMRo  

Real s.A. by Banco 
santander (Brasil) s.A. 

launch of  
our commitment,  

Model and Mission

unification of human 
Resources Policies 

Integration of 
Private Banking

launch of novo santander 
Master and Realmaster 
ainda melhor products

Integration of Brokers

launch of the flex card

launch of van gogh  
santander services 

launch of the vem ser! 
Business Model

Implementation of the new  
Insurance service Platform

Implementation of the  
self-service and teller Platform 
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An example of these benefits is that as early as March 2009, 
santander and Banco Real clients were able to make withdrawals, 
payments and request balances and statements at the branches 
and through the electronic channels of both banks. clients can 
now rely on a vast nationwide network of more than 3,500 
branches and mini branches and around 18,000 AtMs.

other important stages of the process were concluded over the 
year, including the unification of the central departments and 
service models – reducing the involvement of the branches in 
operational routines – the definition of a single business model 
and the integration of the client service teams and the portfolio 
of products and services for corporate clients. the new human Re-
sources policies were launched and vehicle financing operations, 
brokers and the insurance platform were unified. the legal merger 
of Banco ABn AMRo Real s.A. by Banco santander (Brasil) s.A. 
and the integration of the administrative centers in the torre 
santander building also took place in 2009.

the launch of santander Master and Realmaster ainda melhor 
was a landmark of the integration process, as it brought together 
the best ideas from each bank in a single product offered to the 
clients of both networks. In addition, the van gogh services were 
extended to santander’s high-income clients. In addition to this, 
the flex card was launched for Banco Real clients.

such initiatives were all guided by the Bank’s commitment in 
creating strong ties with its employees, clients and suppliers in 
order to generate innovative ideas in management, products and 
services. the consolidation of such initiatives in 2009 was an 
important step in the integration process and the creation of the 
santander operating model.

even though the process is not fully complete, several gains from 
the integration of the banks are already in evidence. one of these 
gains is the competitive advantage as a result from the transfer of 
existing functionalities from Banco Real to santander’s techno-
logical platform, making it more robust, in order to ensure the 
continuity of the best practices of each bank.

from now on , the integration process faces the challenge of 
unifying the whole network of branches and AtMs under the 
same brand name. the focus will be on the implementation of 
projects to perform the preliminary tests for the total migration 
of the systems. We are also drawing up the change Management 
Plan (Plano de gestão de Mudanças), designed to inform and 
instruct employees on the integration of the networks, with the 
purpose to maintain or improve both service standards and client 
service levels.
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to be a team that is capable of generating great ideas that satisfy our 

customers, are profi table for our shareholders and consolidate our 

position as a global fi nancial leader and an entity that collaborates for 

the sustainable development of society.

We are providers of fi nancial services and we believe that confi dence 

should be the foundation of all our relationships.

We will establish quality relations between us, employees and our cus-
tomers and suppliers to jointly seek innovative ideas on management, 
products and services that respond to the challenges of our times.

thus, we will be the leaders in our sector and the benchmark for the 
santander group, our nation and the market in general.

OUR 
MODEL

OUR 
MISSION

OUR ESSENCE

OUR 
COMMITMENT
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A changing 
governance

on closing the largest initial public offering 
in the history of the country up to 2009, 
santander reinforced its commitment to 

bringing the best of the world to Brazil and 
to giving the best of Brazil to the world.

Key IndIcAtoRs

MessAge fRoM the chAIRMAn of the BoARd  
of dIRectoRs of sAntAndeR In BRAzIl

MessAge fRoM the PResIdent of sAntAndeR In BRAzIl

PRofIle

coRPoRAte goveRnAnce 
MARKet of oPeRAtIons

stRAtegy And MAnAgeMent

BusInesses 

econoMIc And fInAncIAl InfoRMAtIon

RIsK MAnAgeMent

IntAngIBle Assets

socIAl And cultuRAl InvestMent

envIRonMentAl MAnAgeMent

sAntAndeR In the WoRld

IfRs fInAncIAl stAteMents

BR gAAP fInAncIAl stAteMents

gRI IndIcAtoRs

IndePendent AudItoRs´ lIMIted AssuRAnce RePoRt

3

6

9

12

18
33

37

41

58

81

97

110

119

124

132

292

410

438
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By listing its units at corporate governance level 2 on the 
BMf&Bovespa stock exchange in 2009, santander, which already 
had its common and preferred shares listed on the BMf&Bovespa 
stock exchange, automatically committed itself to adopting 
such differentiated practices for its management and corporate 
governance, underlining the effort the bank is making to create 
a model that reinforces its values while meeting the interests 
of its shareholders. these practices include greater transparency 
in the disclosure of information, minimum levels for widespre-
ad ownership and the equitable treatment of all shareholders. 
santander units are now also traded on the new york stock 
exchange in the form of American depositary Receipts (AdRs), 
which means that santander is now subject to the regulations 
applicable to both the Brazilian and American capital markets. 
these markets are supervised by the comissão de valores 
Mobiliários (cvM) and the BMf&Bovespa stock exchange in 
Brazil, and by the securities exchange commission (sec) and 
the new york stock exchange (nyse) in the united states.

the securities issued by santander in Brazil are traded on the 
BMf&Bovespa stock exchange in the form of common shares 
(on), preferred shares (Pn) and units (certificates of share 
deposits comprising 50 common shares and 55 preferred 
shares). By incorporating the two types of shares into the same 
security (unit), santander grants its shareholders a political 
right – the right to vote, a characteristic of common shares – in 
addition to an economic advantage, which is the differentiated 
dividend paid to the preferred shareholders, which, at san-
tander, is 10% higher than that paid on common shares. In 
addition, preferred shares have priority in dividend payout.

Another differentiated practice which goes beyond the requi-
rements of corporate governance level 2 concerns tag-along 
rights, an expression that refers to the right of minority sha-
reholders to sell their stake on the same terms as the majority 
shareholders in the event the bank is sold. BMf&Bovespa stock 
exchange level 2 regulations state that the holders of common 
shares should receive the same value paid to majority sha-
reholders in the event of the stake being sold.  the regulations 
also provide that at least 80% of this amount is guaranteed 
to those that hold preferred shares. santander treats both 
types of shares equally, granting 100% tag-along rights.

According to the Brazilian Institute for corporate governance 
(the IBgc), corporate governance is a system by which bu-
sinesses are managed and monitored, and this involves the 
relationships among shareholders, the Board of directors, 
management, independent accountants and the fiscal council. 
the key principles guiding this practices are: (i) transparency; (ii) 
fairness; (iii) accountability; and (iv) corporate responsibility.

the principle of transparency means that management should 
be stimulated to disclose more than the company’s financial 
performance i.e., also other aspects (albeit intangible) that guide 
management action. fairness means the fair and equitable 
treatment of all minorities, associates, customers, suppliers or 
creditors. the other important principle is accountability of the 
corporate governance agents to those who elected them, with 
full responsibility for all actions they take. last but not least, 
corporate responsibility represents a wider vision of the business 
strategy, including considerations such as social and environ-
mental in the definition of the business and its operations.

the policies and practices of corporate governance adopted by 
santander in Brazil are based on the respect for shareholders’ 
rights and on transparency in management and communications 
with its audiences. such conduct, characteristic of the gover-
nance model adopted on a worldwide scale by grupo santan-
der, was perfected in 2009 due to the synergies that resulted 
from the integration process of santander and Banco Real, 
and particularly due to the company being listed as corporate 
governance level 2 on the BMf&Bovespa stock exchange - the 
são Paulo securities, commodities and futures exchange – a 
result of the initial public offering (units) held in 2009. 

the validity of contract of Adhesion level 2 started on 
october 7 2009, reinforcing the bank’s commitment with 
good corporate governance practices. level 2 is a listing 
segment at the BMf&Bovespa stock exchange for trading 
shares issued by companies that voluntarily reaffirmed their 
commitment with the adoption of differentiated corporate 
governance practices and the disclosure of additional infor-
mation beyond the requirements of the legislation in force.
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In its ongoing search for the development and the improvement 
of good governance standards, santander set clear limits to the 
strategic and general business guidance and supervision activities, 
performed by the Board of directors and to the bank’s manage-
rial and executive leadership activities, performed by the bank’s 
Management. In 2009 santander for the first time elected a 
chairman of the Board in addition to the bank’s President. 

Understanding the Level 2 of Differentiated 
Corporate Governance Practices of the  
BM&FBOVESPA

By listing its shares as level 2, santander took on the commit-
ment to adopt wider corporate governance practices versus  
the requirements in the current Brazilian laws. Among such 
practices are:

 the disclosure of financial statements should be in compliance 
with the IfRs or us gAAP international standards.

 the Board of directors must have a minimum of five members 
(with a tenure of up to two years, reelection being permitted).  
In addition, at least 20% of the Board Members must be inde-
pendent.

 Preferred shares must have a right to vote over some special 
matters such as company merger or spin-off.

 All shareholders holding common shares have the right to the 
same conditions as the majority shareholders in case of sale of 
majority ownership and the holders of preferred shares must 
receive at least 80% of this price (tag along rights).

 In case the company is de-listed or its listing at level 2 is 
canceled, the bank must organize an offer to purchase all outs-
tanding shares for at least the same value.

 In case of any controversies among shareholder the matter 
should be taken to the Market Arbitration chamber.

1. decision-making structures
santander is managed by the Board of directors and the 
executive Board. In addition to these two administrative 
bodies, there is also an Audit committee, a statutory body 
that reports to the Board of directors and was created and 
operates in accordance with the standards of the Brazilian 
central Bank.

Name Title

1 Marcial Angel Portela Alvarez chairman

2 fabio colletti Barbosa vice-chairman

3 José Antonio Alvarez director

4 José Manuel tejón Borrajo director

5 José Roberto Mendonça de Barros Independent Member

6 viviane senna lalli Independent Member

Marcial Angel Portela Alvarez

Mr. Alvarez is spanish and was born on 23 March 1945. he 
holds a Bachelor’s degree in Political science from the uni-
versity of Madrid in spain and a Master’s degree in sociology 
from the university of louvain in Belgium. he is currently 
vice-President of Banco santander s.A. and is in charge of 
all latin American operations. he joined grupo santander 
spain as the executive vice-President in charge of technolo-
gy, operations, human resources and efficiency programs. he 
is a member of the Board of directors of Banco santander 
México s.A. and vice-president of Banco santander chile 
s.A. In 1998 he worked for comunitel s.A. in spain. he was 
president of telefonica Internacional between 1996 and 
1997 and a member of the Board of directors of telefônica 
s.A. in spain from 1992 to 1996. Between 1991 and 1996 
he served as Administrator of the corporación Bancaria 
españa s.A.– Argentaria and as the chairman of the Board 
of directors of Banco español de crédito s. A. Banesto. he 
worked for the Banco exterior de españa, s.A. in spain from 
1990 to 1991. In september 2009, he was elected chairman 
of the Board of directors of Banco santander. (Brasil) s.A.

fabio colletti Barbosa

Mr. Barbosa is Brazilian and was born on 3 october 1954. 
he holds a Bachelor’s degree in Business Administration 
from the fundação getúlio vargas in Brazil and a Master’s 
degree in Business Administration from the Institute for 
Management and development (IMd) in switzerland. As 
vice-chairman of the Board of directors, he is responsible 
for the strategy of santander in Brazil. he has been active 
in the financial market for 23 years. he joined Banco ABn 
AMRo Real s.A. in 1995 as head of corporate banking and 
was chairman of their Board of directors from 1996 to 2009. 
he is currently the President of Banco santander (Brasil) 
s.A. and executive director of companhia Real de valores – 
distribuidora de títulos e valores Mobiliários s.A. he is also 
a member of the Board of directors of santander Brasil Asset 
Management distribuidora de títulos e valores Mobiliários 
s.A., santander leasing s.A.– Arrendamento Mercantil, of 
Real Microcrédito Assessoria financeira s.A., of universia 
Brasil, s. A., and Petróleo Brasileiro s. A.– Petrobras. he is 
also president of feBRABAn and a member of the conselho 
de desenvolvimento econômico e social da Presidência  
do Brasil (the Brazilian council for economic and social 
development).

1.1 Board of Directors

Members of the Board of directors in 2009
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José Antonio Álvarez

Mr. Alvarez is spanish and was born on 6 January 1960. 
he holds a Bachelor’s degree in Business economics from 
the university of santiago de compostela in spain and a 
Master’s degree in Business Administration from the uni-
versity of chicago. he joined Banco santander s.A. spain in 
2002 as head of the finance department and was appointed 
cfo in november 2004. he was financial director of BBvA 
(Banco Bilbao vizcaya Argentaria, s.A.) in spain from 1999 
to 2002 and financial director of corporación Bancaria 
de españa, s. A. (Argentina) from 1995 to 1999. he was 
also cfo of Banco hipotecario, s. A. in spain from 1993 to 
1995 and vice-president of finanpostal gestión fondos de 
Inversión y Pensiones from 1990 to 1993. he was elected a 
member of the santander’s Board of directors in september 
2009. he was a member of the Board of directors of Banco 
crédito local s.A. from 2000 to 2002 and is a member 
of the Board of directors of santander consumer finance 
s. A, chairman of the Board of directors of titulización, 
sgft, s. A., a member of the Board of directors of Bolsa 
de Mercados españoles, s. A. (BMe) and a member of the 
Board of directors of santander global Property, s. l. 

José Manuel tejón Borrajo

Mr. Borrajo is spanish and was born on 11 July 1951. he 
holds a Bachelor’s degree in economics from the univer-
sidade complutense in Madrid, spain. he joined Banco 
santander s.A., spain in 1989 as head of general audit and 
has been in charge of the general audit and administrative 
control division since 2004. he is chairman of the Board of 
directors of santander de Albacete s.A., chairman of the 
Board of directors of cantabro catalana de Inversiones 
s.A., a member of the Board of directors of santander 
Investments s.A., vice-chairman of the Board of directors 
of santander Investments I s.A., a director of santander 
holding Internacional s.A., a director of santusa holding 

s.l., vice-chairman of the Board of directors of santander 
gestión s.l., chairman of the Board of directors of Admi-
nistración de Bancos latinoamericanos santander s.l. and 
chairman of the Board of directors of grupo empresarial 
santander, s.l. he was elected a member of the Board of 
directors of santander in september 2009.

José Roberto Mendonça de Barros

Mr. Mendonça is Brazilian and was born on 7 february 1944. 
he holds a Bachelor’s degree, Post-graduate and doctor’s 
degrees in economics from the university of são Paulo and 
a Post-graduate degree in economics from yale universi-
ty. he is currently a member of the Board of directors of 
BMf&Bovespa stock exchange and a member of the Advisory 
Board of Pão de Açúcar. he was elected an independent 
member of the Board of directors of santander in september 
2009. he was a member of the Board of directors of gP 
Investments, of fosfertil/ultrafertil, varig Participações em 
transportes Aéreos, companhia energética de são Paulo, ele-
tricidade de são Paulo, companhia Paulista de força e luz, 
companhia de gás de são Paulo, a member of the economy 
council of fIesP, and of the strategic committee of compa-
nhia vale do Rio doce. 

viviane senna lalli

Ms. senna is Brazilian and was born on 14 June 1957. she 
holds a Bachelor’s degree in Psychology from the Pontifícia 
universidade católica in são Paulo. she worked as a psycho-
logist for adults and children from 1981 to 1996. she was 
elected an independent member of the Board of directors 
of santander in 2009. she is also a member of the board of 
President luiz Inácio lula da silva’s economic and social de-
velopment Board (cdes), of the advisory board of febraban 
and citibank Brasil, of the board of education of cnI and 
fIesP, of the institutional board of coca-cola, energias do 
Brasil, AdvB and todos pela educação and of the orientation 
and social investment committees of Banco Itaú unibanco. 

1 Member elected on 2 february 2010.

from left to right: José de Menezes Berenguer neto1, celso clemente giacometti1, José Antonio Álvarez, viviane senna lalli, 
José Manuel tejón Borrajo, Marcial Angel Portela Alvarez, José Roberto Mendonça de Barros, José de Paiva ferreira1 and fabio colletti Barbosa.
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Purpose and Members

the santander Board of directors is the advisory board of the 
bank as set out in the company bylaws and in the legisla-
tion in force; it is responsible for guiding the business of the 
bank and its subsidiary and associated companies in Brazil.

since september 2, 2009, the Board of directors is com-
prised by 5 to 12 members elected at the general Meeting 
with a two year tenure. A minimum of 20% of the Board 
Members must be Independent Members as required by Re-
gulation level 2 of the BMf&Bovespa stock exchange. the 
Board of directors has a chairman and a vice-chairman 
elected at the general Meeting by majority of vote.

the rules for election, assumption of office, absences 
and temporary disability and vacancies in the Board 
of directors are set out in the santander Bylaws. 

the Board of directors performs the duties set out in the 
Bylaws and according to the legislation, subject to the bank’s 
code of Regulations. the chairman of the Board shall: (i) 
call and chair all Board of directors meetings; (ii) call the 
shareholders Meetings; (iii) guide the preparation of Board 
Meetings; (iv) assign special tasks to Board Members; and 
(v) invite the fiscal board members (upon the creation of the 
entity) to sit in Board meetings in case the agenda includes 
any topics over which the fiscal council has a say.

In order to improve the performance of its duties, the Board 
of directors may either create or elect work groups with 
special purposes which shall act as advisory bodies without 
resolution powers in order to advise the Board of directors, 
to be comprised by members appointed by the Board and/or 
any other persons directly or indirectly linked to santander.

Guidance for the Board of Directors Actions

the Board of directors shall promote long term business prospe-
rity through an active attitude and always considering the best 
interests of santander and its shareholders. 

the Board members shall strive so that the santander principles 
are upheld, maintained and disseminated to employees, especially 
to newcomers.

under its code of Regulations, Board members should be aware 
of all santander activities using all means available for a good 
rationale behind their resolutions.

Duties and responsibilities

In line with the fiduciary duties of directors and officers provided 
in Articles 153, 154, 155 and 245 of the corporate law enacted 
in Brazil, the members of the Board of directors shall serve san-
tander with loyalty, including any other businesses owned by the 
group and keep its business confidential, and also any informa-
tion that has not been disclosed to the market to which they are 
privy due to their position; ensure that any subordinates and third 
parties maintain any such information as confidential and cause 
the provisions of the santander code of ethics to be observed.

under the bank’s code of Regulations, Board Members are 
prohibited from performing any actions at their discretion at 
santander’s expenses or at the expenses of any companies owned 
by santander in Brazil; taking loans from the bank or its subsidia-
ry companies and use any property owned by the group for their 
own benefit; receiving any type of advantages in connection with 
the performance of their functions; using for their own benefit 
or that of any third parties any business opportunities they may 
become aware of in connection with the performance of their 
functions; fail to protect the company’s best interests; acquiring 
and then re-selling at a profit any property or rights that are 
needed by santander or that the latter plans to acquire; use 
insider information to obtain any advantages to himself or any 
third parties upon the purchase or sale of securities; participate 
either directly or indirectly in the trading of securities issued by 
santander or referred to him before the disclosure of a material 
fact occurred in the company business to the market (i) on the 
15 day period before the disclosure of quarterly information (ItR) 
by santander; (ii) in case there exists a plan to promote, merger, 
total or partial spin-off, transformation or reorganization of the 
company ownership; and (iii) throughout the process of acqui-
sition or sale of any shares issued by the company on the dates 
in which the company is trading; take any resolutions on the 
acquisition or sale by the company of any shares issued by the 
company in case of any agreements for the transfer of ownership 
or any plans for merger, total or partial spin-off, transformation 
or reorganization of the company ownership involving relevant 
investment in associated companies.

the members of the Board of directors shall not participate in 
resolutions in which they have any interests that conflict with 
those of santander, and each Member shall inform the Board of 
directors of any conflict of interest before any discussions take 
place on the relevant topic. 

If a member of the Board of directors or any company owned or 
managed by him performs a transaction with santander owned 
companies the following rules shall apply: (a) the transaction 
must be performed under market conditions; (b) in case the 
transaction is not a usual business transaction or a provision of 
services, there must be reports or evaluations issued by presti-
gious firm stating that the transaction was performed according 
to market conditions; and (c) the transaction must be conducted 
by the regular channels in the santander structure.
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Board of Directors Meetings

the Board of directors has four general meetings per year and 
holds special meetings as called by the chairman of the Board.

the Board Meetings are disclosed in an annual schedule 
which is available to shareholders on the santander, cvM, and 
BMf&Bovespa stock exchange websites. throughout 2009, the 
Board of directors held 40 meetings.

the calls for the meetings are made via a written notice delivered 
to individual Board Members no later than five working days 
before the meeting, except to the extent that the majority of 
the members agree to a shorter period which shall be at least 
48 hours, however, the call is waived for any meetings which all 
Members attend.

If necessary or urgent the Board of directors discussions and 
meetings may be held via conference call, video conference or by 
any other means of communications that allows the identification 
of the board member and the simultaneous communication with 
all other presents.

the resolutions of the Board of directors shall be made by 
majority vote among the attendant members and duly registered 
in minutes, recorded in the pertinent books as prescribed by law, 
and filed in the business register and the minutes of the Board 
meetings published   that contained resolutions with impact on 
any third parties.

secretary of the Board of directors

the Board of directors meetings are attended by 1 (one) secretary 
nominated by whoever chairs the meeting and all the resolutions 
shall be recorded in the pertinent corporate book. In addition to 
attending Board meetings as secretary and issuing the competent 
certifications, the secretary is responsible for taking care of the 
formal and material legalities while conducting the activities of 
the Board and its committees, ensuring the observance of good 
practices of corporate governance and serving as a link between 
the Board and the various committees, thereby ensuring their 
efficient and coordinated performance.

Main powers of the Board of Directors

definition of policies and strategies

the santander Board of directors plays a vital role in the defi-
nition of the organization’s business strategies in Brazil. As set 
out in the company bylaws and in the legislation in force, the 
main function of the Board of directors is to provide guidance for 
santander’s business and operations, which should be observed 
by the executive Board while conducting their activities.

the Board of directors is also responsible for the approval of 
policies for disclosing information to the market and trading 
santander securities.

Approval of financial statements and the Allocation of net Profit 

As set out in the company bylaws and in the legislation in force,  
the santander Board of directors is responsible for the approval 
and review of the annual budget, the capital budget and the 
business plan; for issuing an opinion on the annual, six-monthly 
and quarterly financial statements, proposing the allocation of net 
profit from the financial year and determine the distribution of 
dividends and/or interest on equity.

Approval of corporate Actions

the Board of directors should issue an opinion on any corporate 
actions involving santander, and authorize the sale of personal 
and real property that is part of Property & equipment, providing 
collateral to any third parties, the acquisition or sale of invest-
ments in equity interest with third parties  for any amounts that 
exceed 5% of the net equity  stated on the last balance sheet  
approved by the general Meeting, as well as authorize any equity 
associations or strategic partnerships with third parties.

changes to the capital structure  and the Bylaws

the Board of directors is responsible for proposing increases or 
reductions in santander’s share capital, the issue of bonuses, 
subscription, grouping, share spin-off, the trading of shares to 
be removed or added to treasury and any changes to santander 
bylaws.

Appointment of directors and compensation Policies

the Board of directors is responsible for appointing and removing 
members of the executive Board and determining their compen-
sation, benefits and other incentives, subject to the global limit 
of compensation approved by the general Meeting , including 
the determination of profit sharing for santander directors and 
employees and santander subsidiary companies.

It is also the responsibility of the Board of directors to approve 
the assignment for stock option to directors, employees or indivi-
duals that render services to santander or to santander subsidia-
ries, subject to the option Plans approved in general Meeting.
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Audit committees  and the ombudsman

the Board of directors is responsible for nominating the members 
of the company’s Audit committee and ombudsman.

Assessment of the Board of directors

In accordance with the code of Regulations, the Board of direc-
tors, its chairman and the committees should be assessed on an 
annual basis. the members of the Board of directors should also 
undergo self-assessment, using criteria established by the Board 
of directors.

the composition of the Board is assessed on an annual basis to 
ensure the complementarity of the capabilities of its members.

shareholders may access the code of Regulations of the Board of 
directors, approved in the meeting held on 23 december 2009 on 
the sites www.santander.com.br/ri and www.santander.com.br/
acionistas, section “corporate governance – Board of directors”.

Audit committee

the Audit committee is a statutory body of santander and came 
into being at the Board of directors meeting held on 23 March 
2007.  

the Audit committee advises the Board of directors in the 
supervision of financial reports, in the assessment of the effecti-
veness of the internal control systems, of the independence of the 
auditors and the performance of the independent and internal 
audits, and also proposes improvements for policies, practices 
and procedures identified in the scope of its powers, whenever 
deemed necessary.

the main functions of the Audit committee are:

 to recommend the independent accountants to be appointed 
by the Board of directors;

 to supervise the work of the independent accountants;

 to request the replacement of the independent accountants 
when deemed necessary;

 to review the six-monthly financial statements, as well as the 
Board reports and the audit reports;

 to receive and divulge information on possible non-compliance 
with internal procedures or applicable standards;  

 to hold meetings with the directors and the independent and 
internal auditors to verify compliance with recommendations. 

At the end of 2009, the Audit committee was made up of the 
following members:

In 2009, 36 meetings of the santander Audit committee  
were held. 

Name Title

Maria elena cardoso figueira coordinator 

taiki hirashima Member

sérgio darcy da silva Alves Member
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Name Title

fabio colletti Barbosa President 

José de Menezes Berenguer neto senior vice-President

José de Paiva ferreira senior vice-President

Angel oscar Agallano executive vice-President

carlos Alberto lópez galán executive vice-President

gustavo José costa Roxo da fonseca executive vice-President

João Roberto gonçalves teixeira executive vice-President

oscar Rodrigues herrero executive vice-President

Pedro Paulo longuini executive vice-President

1.2. Board of Executive Officers

the executive officers are responsible for the management and 
representation of santander. At the end of 2009, the executive 
Board was composed of one President, two senior executive vice-
Presidents, six executive vice-Presidents, sixteen executive officers 
and twenty-six officers with no specific title. 

the President, the senior executive vice-Presidents and the execu-
tive vice-Presidents of the Board of executive officers are part of 
the executive committee. the executive committee is a non-sta-
tutory committee and it participates in policy decisions concerning 
business management and operational support, in addition to 
human resources and allocation of capital. It also deliberates on 
the main projects for technology, infrastructure and services. the 
executive committee is supported by 15 committees involving 

different areas at santander. the idea is to ensure that decision 
making complies with the santander’s guidelines and aspirations 
in a systemic and transparent manner. 

Members of the Executive Committee in 2009

fabio colletti Barbosa José de Menezes Berenguer neto José de Paiva ferreira

Angel oscar Agallano carlos Alberto lópez galán gustavo José costa Roxo da fonseca

João Roberto gonçalves teixeira oscar Rodrigues herrero Pedro Paulo longuini
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Support Committees

santander relies on the support of the following non-statu-
tory committees:

social Action committee – defines the strategy of social acti-
vities carried out by santander, ensuring there is compliance 
with the organization’s sustainability practices, adding value 
to the different stakeholders and making a difference on 
Brazilian society. 

Assets and liabilities committee (Alco) – controls 
the management of capital and structural balance sheet  
risk, including country risk, interest rates and foreign 
exchange risks.

compliance committee – deliberates on activities and 
matters related to the obligations and risks of legal or regu-
latory sanctions, material financial loss or loss to reputation 
that santander might suffer as a result of failing to comply 
with the laws, regulations, rules, standards required by 
self-regulatory agencies and codes of conduct applicable to 
santander’s activities.

Advisory council on sustainability Practices – formed by a 
group of leaders in their area of operation, its objective is to 
help define the strategic orientation of the initiatives of the 
“espaço de Práticas em sustentabilidade” program (space 
for sustainability Practices), holding the best interests of the 
bank’s stakeholders at heart.

sustainability Advisory committee – approves the emble-
matic guidelines and initiatives on sustainability, such as the 
definition of santander’s strategic positioning on sustaina-
bility. the committee is also responsible for the alignment of 
initiatives with santander’s strategy, in addition to monito-
ring and overseeing them.

diversity committee  – contributes to the progress of the 
Programa de valorização da diversidade (Program for the 
valuing of diversity) at santander.

efficiency committee – strives for the continuous impro-
vement of the model for the approval of expenditures and 
investments, in a way that optimizes the resources by alloca-
ting them to more profitable and/or more strategic projects 
for santander.

technological strategies committee – assesses the techno-
logical situation at santander, giving support to strategic 
decision making with significant impact on the organization. 
It is responsible for the implementation and fulfillment of 
technology policies, models and guidelines.

Wholesale executive committee – advises on business strategies, 
budgets and plans for execution, helping ensure the operational 
performance and inherent risks to santander global Banking & 
Markets (sgB&M) segment are appropriate and under control, 
and that they are in accordance with the highest standards of 
excellence of corporate governance.

Retail executive committee – advises on business strategies, 
budgets and plans for execution. It also acts to ensure opera-
tional performance and the risks inherent to the Retail area are 
appropriate and under control.

fiduciary Affairs committee – a forum for the assessment of all 
matters related to Asset Management activities that imply institu-
tional or image risk. the committee is also responsible, by means 
of its power of veto, for signing off on credit limits, counterparties 
and brokers approved by fixed income, variable income, credit and 
brokers committees.

Products committee – acts to ensure products and services are 
guided by the highest standards of excellence, guaranteeing their 
suitability to customers and compliance with tax, labor-related, 
civil, accounting and regulatory standards, as well as ensuring 
compliance policies and the risks resulting from putting the same 
into operation are under control.

human Resources committee – defines human Resources policies 
and strategies for santander companies. It also suggests and 
approves general procedures for the career development process, 
facilitating the identification of high-potential professionals at the 
bank.

Brazil Risks committee – responsible for the approval of risks 
related to individual customers, corporate customers, letters of 
indication, pre-classifications and limits/products for risks to the 
treasury and Alco (Asset and liability committee), which exceed 
the jurisdiction of the operational committees.

operational Risks committee – aims at strengthening the system 
for the management and control of operational risk and the 
formation of the structure of corporate governance at santander. 
It defines, approves and deliberates on policies and guidelines for 
operational risks and internal controls.
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The largest initial public offering in the world

the simultaneous arrival of santander units on the 
BMf&Bovespa stock exchange and new york stock exchange 
on 7 october 2009 achieved a number of milestones. It was 
the largest initial public offering in the history of the Brazi-
lian capital market at the time, raising the record amount of 
R$ 13.2 billion and turning santander into the sixth largest 
company in market value in the country on 31 december 
2009, according to the consulting firm Bloomberg. 

It was also the largest IPo in the world in 2009. the 
amount raised amounted to us$ 8.06 billion. these 
figures showed that the Brazilian capital market was 
one of the first to recover from the effects of the 
economic crisis that unfurled at the end of 2008.  

the transaction also underscores grupo santander’s 
firm commitment to Brazil, evidenced by the purchase of 
Banespa (Banco do estado de são Paulo) in 2000 and by 
the acquisition of the Brazilian operations of ABn AMRo, 
Banco Real’s parent company, in 2007. grupo santander 
is reinforcing its willingness to bring the best of the world 
to Brazil and to give the best of Brazil to the world. 

It also highlights its commitment to a responsible, transpa-
rent and sustainable management, from an institution that 
believes differentiated practices of corporate governance are 
tools for creating value. It also evidences the trust of thou-
sands of Brazilian investors – including 24,200 employees 
and 52,300 customers – and foreigners who decided to 
participate in the creation of a new bank that combines the 
best practices of both santander and Banco Real and which 
aspires to become the best and most efficient bank in Brazil.

2. Initial Public offering 

Participative Governance

We believe sustainability is an engine for innovation, and 
results in new ways of thinking about processes, products 
and management practices. In order to ensure it is present 
in our decision making mechanisms, we have enhanced 
our governance model to include councils and committees 
responsible for submitting sustainable ideas, guidelines 
and initiatives to the executive committee. We encourage 
the participants of these forums to get involved and to 
take the initiative by means of debating new ideas, sharing 
practices and actively participating in decision making.

the sustainable development Board leads this process. It 
acts as an internal consultant for our departments, training 
people and identifying pathways leading to sustainability 
in order to support the achievement of our business goals. 
In this way, we strive to involve leaderships and to develop 
customized solutions for each department, without forgoing a 
systemic view that recognizes existing initiatives and increases 
the impact of our activities. this board also participates on 
thematic committees created for the management of specific 
programs or products, as is the case of the ethical fund, the 
activities of diversity program and the espaço de Práticas em 
sustentabilidade program, which relies on an Advisory council. 
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Ownership Structure

In 2009, the key change in the santander ownership was its first 
Public offer of shares (units), which began to be traded on the 
BMf&Bovespa stock exchange and on the nyse on october 7, 
2009. 

In addition to the increase in capital in connection with the public 
offer, the santander equity capital also underwent changes in 
connection with the merger of shares from the asset manage-
ment business (santander Brasil Asset Management dtvM s.A.) 
and the insurance business (santander seguros s.A.), to that date 
owned by santander spain, and the shares of Banco commercial 
e de Investimento sudameris s.A. the objective of this move was 
to consolidate a part of santander espanha investments in Brazil, 
simplifying the corporate structure and concentrating the interest 
of minority shareholders in these grupo santander companies. As 
a result of these transactions, share capital increased by appro-
ximately R$ 2.5 billion and 14,410,886,000 shares were issued, 
7,710,343,000 of which were common and 6,700,543 preferred 
shares. 

santander’s IPo initially issued 525 million units, each one made 
up of 55 common and 50 preferred shares. on 29 october 2009, 

the initial offer was raised by 6.85%, or 35,955,648 units, as a 
result of the partial exercise of the option of a supplementary lot 
of the international offer. 

As a result of such capital increases in connection with the 
initial public offering, the number of santander shares increased 
more than 22%, to 399,044,117,000 in december 2009 from 
325,758,283,000 shares on 31 december 2008. the percentage 
of outstanding shares (free float) rose to 16.5% from around 2%, 
directly and indirectly reducing the ownership of majority sha-
reholders through the companies grupo empresarial santander. 
s.l., sterrebeeck B.v., santander Insurance holding and santander 
seguros s.A. this resulted in the interest of grupo santander 
spain in santander Brasil falling from approximately 98% on 31 
december 2008 to 83.5% on 31 december 2009.

the companies listed on level 2 on BMf&Bovespa stock exchange 
are required to have a certain percentage of outstanding shares, 
i.e., at least 25% of the total shares issued by the company. thus 
in the future, the percentage of santander outstanding shares 
will increase in order to comply with the minimum percentage 
required to be outstanding in the market.

ownership structure on 31 december 2009 was as follows:

Ownership Structure on 31 December 2009

Common Shares Preferred Shares Total

Shareholders Quantity % Quantity % Quantity %

grupo empresarial santander, s.l. 74,967,225 35.2% 63,531,986 34.1% 138,499,211 34.7%

sterrebeeck B.v. (1) 99,527,083 46.8% 86,492,330 46.5% 186,019,413 46.6%

santander seguros s.A. (2) 7,241 0.0% 9,525 0.0% 16,766 0.0%

santander Insurance holding (1) 4,745,084 2.2% 4,125,836 2.2% 8,870,920 2.2%

employees 311,840 0.1% 284,366 0.2% 596,206 0.1%

Members of the Board of directors (*) (*) (*) (*) (*) (*)

Members of the executive Board (*) (*) (*) (*) (*) (*)

others 33,283,259 15.6% 31,758,342 17.1% 65,041,601 16.3%

Total 212,841,732 100.0% 186,202,385 100.0% 399,044,117 100.0%

1 companies of grupo santander spain.  
2 the merger of santander seguros s.A. shares resulted in a mutual participation between Banco santander and santander seguros s.A., which shall be eliminated within a maximum 
time limit of one year counting from the special Meeting that approved the merger of the shares, i.e. 14 August 2009, as set forth in current regulations.  
(*) none of the members of the Board of directors or the executive Board holds 1% or more of any class of santander’s shares.
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Banco Santander, S.A.
(Espanha)
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(Brasil) S.A.
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(Espanha)

100%

2.2% 34.7% 46.6% Brazil

100%

99.1%

Offshore

Simplified Ownership Structure Chart

Shareholder Base 

distribution of share capital per type of shareholder at the end  
of 2009 was as follows:

there are more than 225,000 santander shareholders in Brazil, 
of which around 206,000 are individual investors. dealing with 
such a vast shareholder base is a huge responsibility, and in order 
to meet the expectations of shareholders, the bank employs a 
consistent dividend payout policy.

the total of dividends and interest on equity posted in 2009 came 
to R$ 1.58 billion. the total amount net of taxes received per 
class of one thousand shares is shown in the table below:

taking into consideration the market prices of the various classes 
of share at the beginning of the relevant period (31 december 
2008 for common and preferred shares and 06 october 2009 for 
units), these dividend and interest on equity payments resulted in 
the following dividend yield per class of share:

Number of shares  
(billion)1 %

Individual Investors 9 2.2%
corporate Investors 56 14.0%
grupo santander 333 83.5%

others 1 0.3%

Total 399 100.0%

Dividend +JCP
Value/thousand

ordinary shares 3.76
Preferred shares 4.14
unit 242.30

1total of common and preferred shares, including the shares that back the units.
2 Income from 4Q2009 annvalized. 

Annualized Yield

common shares 2.51%

Preferred shares 2.96%

units 4.12%2
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Evolution of prices

the value of santander common shares increased 60% on the 
Brazilian capital market in 2009. As a consequence of initial 
public offering (units) and the share appreciation throughout 
the year, santander’s capitalization reached R$ 92 billion at the 
end of the year, which places santander in 6th place among the 
largest Brazilian companies in terms of capitalization. 

units which turned into santander’s main instrument of reference 
after the IPo, ended 2009 with a quotation of R$ 23.90, 1.7% 
higher than before the IPo.

Shareholders’ Rights and General Meetings

shareholder’s rights

As mentioned earlier each common share issued by santander 
grants its holder the right to one vote in the general and special 
Meetings. 

Preferred shares have no right to vote in the general Meetings, 
except to the extent of the following matters:

  transformation, merger or spin-off of santander;

  the approval of any agreements between santander and its 
majority shareholder, either directly or through third parties and 
also any agreements with other companies where the majority 
shareholder has an interest which are put to vote in general 
Meetings under legal or bylaws provisions;

  the assessment of any properties to be used in santander 
capital increase;

 the selection of a specialized firm to valuate santander, in case 
of its public company registry is canceled or the removal of san-
tander from level 2 (except to the extent of migration to the new 
Market, which shall imply the adoption of additional corporate 
governance practices);

  Any changes or revoking of bylaws clauses which may change 
any requirements set out in Regulation level 2, and any such 
rights shall be valid while Regulation level 2 remains in force.

the holders of preferred shares shall be granted the following 
rights and advantages:

 dividend payout that is 10% higher than those attributed to 
common shares;

  Priority in dividend payout;

  the right to purchase common shares under equal conditions 
in case of capital increases as a result of the capitalization of 
reserves and profits, and during the distribution of bonus shares 
in connection with the capitalization of retained earnings, 
reserves or any other funds;

  Priority in the reimbursement of capital, without premium, 
in case santander is dissolved. 

  the right to be part of the sale, in case of the sale of the 
majority shareholder interest in one single transaction or  
in successive transactions, under the same conditions offered  
to the majority shareholders

In the general Meetings that are regularly called, shareholders 
may resolve about the business in connection with the key 
business activities and take all the resolutions that they deem 
favorable to the best interests of the bank, as per the agenda 
disclosed in the call for the meeting. the shareholders shall have 
the exclusive right to approve in the Annual Meeting the financial 
statements and resolve about the use of the net income, dividend 
payout in connection with last fiscal year and determine the 
compensation of the Board of directors, officers and the members 
of the fiscal council, if applicable. the members of the Board of 
directors and the fiscal council as a rule are elected in general 
Meetings, although the corporate law prescribes that they should 
be elected in a special Meeting.

the special Meeting may be held at any time, including jointly 
with the general/Annual Meeting. At the special meetings, the 
shareholders shall approve, without limitation, the following 
matters: (i) changes in the bylaws; (ii) election and removal of 
Board Members; (iii) approval of Management accounts and 
financial statements; (iv) the canceling of the registry of shares 
in the level 2 segments of BMf&Bovespa stock exchange; (v) 
the transformation of santander in a limited liability company or 
any other type of firm under the laws; (vi) the approval of any 
mergers or spin-off of santander; and (vii) approve the dissolution 
or liquidation of santander and the approval of any reports issued 
by the liquidators, if any.
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In 2009, the santander shareholders held eight general Meetings. 
Below are the main resolutions taken:

  the general Meeting held on April 14, 2009 - the change of 
the corporate name to Banco santander (Brasil) s.A.

  the general Meeting held on April 30, 2009 - the approval 
of the financial statements for fiscal year 2008; the use of net 
income and the determination of the annual compensation of 
directors and officers.

  the general Meeting held on April  30, 2009 - the merger of 
Banco ABn AMRo Real s.A.

  the special Meeting held on August 14, 2009 
- canceling treasury shares.. 
-  the merger of the shares of santander seguros s.A., santander 

Brasil Asset Management distribuidora de títulos e valores Mobi-
liários s.A. and Banco commercial e de Investimento sudameris 
s.A., with the conversion of these companies into wholly owned 
subsidiaries of santander.

  special Meeting held on August 31, 2009 - any changes and 
consolidation of the Bylaws in order to adapt it to the provisions 
of Regulations level 2 of BMf&Bovespa stock exchange.

  special Meeting held on August 31, 2009
- the total spin-off of santander Investimentos em Participações 
s.A.  with a portion of its equity being incorporated by santander 
and santander Advisory services s.A., whereby santander Investi-
mentos em Participações s.A. will cease to exist. 
- the merger of Banco commercial e de Investimento sudameris 
s.A. and ABn Amro Administradora de cartões de crédito ltda 
by santander, whereby such companies will cease to exist.

  the special Meeting held on september 2, 2009 - 
the approval of the new members of the santander Board  
of directors.

3. transparency and disclosure  
of Information Policies
the obligation and commitment of santander is to provide 
markets with all the necessary information for shareholders to 
make investment decisions with transparency, equality of treat-
ment and access to information.

one of santander’s most revered principles is the policy of wides-
pread divulgement, in the belief that long-term transparency and 
the creation of value are two directly related concepts.

3.1 Shareholder and Investor Relations

santander has an Investor Relations department and a sharehol-
ders department (santander Acionistas), both created to provide 
information on the business and performance of the company in 
a clear, precise and agile manner. transparency in the disclosure 
of information and market communications is a key requirement 
for santander, as it ensures both professionals and investors 
draw the right conclusions about the bank. furthermore, a close 
relationship with these audiences makes it possible for santander 
to gain firsthand opinions on the bank’s performance. 

Access to information is vital for investors, as their investment 
decisions are made based on this data. the main channel for 
accessing this data is the investor relations website  
(www.santander.com.br/ri). this website includes timely infor-
mation disclosed to the market and filed with the regulatory 
agencies (cvM and sec) and with the BMf&Bovespa stock 
exchange and new york stock exchange. It also provides data on 
share structure, ratings and performance indicators. santander 
also holds events with shareholders and meetings with analysts 
and investment professionals.

If, on one hand, the investor relations department is aimed at 
dealing with Brazilian and foreign institutional investors and 
analysts, on the other, individual investors in Brazil have been 
enjoying the personalized service provided by santander Acionis-
tas since 2009. In Brazil, this grupo santander global structure 
serves more than 206,6 thousands individual investors (figures as 
of december 2009).

shareholders may access bank’s information through an exclusive 
internet website (www.santander.com.br/acionistas), and infor-
mative tool designed for non-professional investors. In addition, it 
offers a service channel by e-mail (acionistas@santander.com.br) 
and a toll-free phone line (0800 286 8484).
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finance Information and other relevant information

In accordance with cvM Instruction 358, santander’s  
quarterly financial disclosures, and all the material facts,  
are simultaneously made available on all the markets it  
has listed shares on, through the securities exchange  
commission - sec. this information is also available in  
both english and Portuguese on the Investor Relations site  
(www.santander.com.br/ri), and on the shareholders´  
site (www.santander.com.br/acionistas).

Also available on the Investor Relations website are:

 Bylaws;

  code of ethics;

  corporate governance Practices;

  calls for general and special meetings;

   Minutes of extraordinary shareholders’ Meeting, ordinary 
shareholders’ Meeting, officers’ Meeting and Board of  
directors’ Meeting.

  Risk Policy;

  Appointment of the management;

 financial Information:

-  financial Releases

- complete financial statements in IfRs and BR gAAP

Anyone may register on the Investor Relations site and 
receive relevant information published by santander.

3.2 Codes of Conduct

santander has a code of conduct for its employees and 
officers regarding the trading of shares or units issued by 
the bank. for example, it is forbidden to make use of insider 
information, i.e., that which is not disclosed to the public by 
the independent media. such restrictions apply to individuals 
and legal entities that have direct connections to the bank’s 
employees and officers. 

further, employees and officers are not allowed pf making 
transactions one month before santander’s results are 
disclosed (quarterly, half-yearly or annual), and from carrying  
out short-term transactions by selling or buying any shares 
within a 30-day period in order to benefit from speculative 
activity. the code of conduct also establishes that under 
no circumstances may deals be made with competitors that 

Code of Ethics

santander’s code of ethics sets out practices that are commensurate 
with the values of citizenship, dignity, work, respect, loyalty, decency, 
care and efficiency. It is made integral part of the manuals on the 
Prevention of Money laundering, Press Relations and Purchasing 
Management conduct, a global publication. In addition, our employees 
are directed to adhere to a policy of Information security based on 
the principles of confidentiality, integrity and availability. the complete 
version of the documents is available at www.santander.com.br. 

might influence the price of transactions or trade policies and/or 
might constitute unfair competition. It also prohibits the sprea-
ding of rumors with the aim of benefiting from market response, 
as well as carrying out personal transactions at rates or prices 
which are unrealistic in relation to the current market. If making 
investments at unrealistic rates or prices is compellingly necessary, 
employees need to obtain authorization from the compliance 
area, responsible for ensuring the rules of the code of conduct 
are complied with.

disclosure of Material facts and santander trading

As required by cvM Instruction 358, santander also has a policy 
for disclosing relevant facts and trading of securities, which deals 
with the disclosure of material information and the maintainance 
of confidentiality regarding information that has not been publicly 
disclosed. Material information consists of any decision made by 
the controlling shareholder, resolutions made in general Meetings 
or by the management, or any other actions or facts of a political-
administrative, technical, business or economic-financial nature 
having occurred or which is related to bank business, that might 
significantly influence (i) the price of the securities; (ii) the inves-
tors´ decision to buy, sell or retain securities; or (iii) the investors´ 
decision to exercise any rights inherent to the condition of holders 
of securities the bank has issued.
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the beginning of 2009 was marked by uncertainties on the 
economic front as a consequence of the global crisis that 
unfurled in the second half of 2008. however, this scenario was 
quickly reversed in Brazil. the combination of a solid financial 
system with good economic fundamentals – such as the in-
ternational reserves maintained at high levels and controlled 
inflation - and temporary tax relief measures, reduced interest 
rates and fewer restrictions on credit incentives resulted in 
the gradual recovery of the country’s economic indicators. 

the gdP for the fourth quarter of 2009 (according to IBge data 
as of March 2010) posted a 2% growth versus the previous 
quarter. this shows the economy is recovering despite the 0.2% 
drop year-to-date. this recovery was sustained by the growth 
in domestic consumption and the resurgence of industrial 
production, especially in sectors such as household applian-
ces, automobile and civil construction, which were boosted 
by government incentives. however, the performance of the 
agriculture and cattle-raising sector was rather disappointing.

this positive trend was also evident in the creation of new jobs, 
causing the unemployment rate to slip to 8.1% in 2009, a con-
tinuation of the downward trend that began in March, when the 
rate peaked at 9% during the crisis.

Recent indicators point to the continuing growth of the country’s 
economy. Brazil posted a single-digit interest rate (selic) for the 
first time in decades: 8.75% at the end of 2009. Inflation conti-
nued its downward trend and closed the year at 4.3%.

2%
growth of gdP in the  

fourth quarter of 2009

8.1%
unemployment rate in 2009,  

a continuation of the downward trend  
that began in March

us$ 239 billion
total international reserves  

as of december 2009

Economic-Financial Indicators  2009 2008

country Risk (eMBI) 197 428

gdP (actual growth) -0.20% 5.10%

exchange rate (R$/us$ end of period) 1.74 2.34

IPcA (in 12 months) 4.31% 5.90%

selic Rate (a.a) 8.75% 13.75%

cdI rate¹ (a.a.) 9.88% 12.38%

Reference rate (tR a.a.)¹ 0.82% 1.63%

Ibovespa Index (closing) 68.588 37.550

1effective rate.

confidence in the Brazilian economy is reinforced by the influx  
of foreign capital, which totaled R$ 25.9 billion in 2009.  
the good performance of foreign accounts is one of the factors 
that have kept the Brazilian real strong, which at the end of 2009 
posted a 25% increase year-on-year, quoted at R$1.74/uss. 
International reserves at high levels also contributed to Brazil’s 
favorable outlook. these reserves totaled us$ 239 billion as  
of december 2009.
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this scenario helps contribute to the expansion of the 
volume of business in the banking sector. credit operations, 
for example, continue to recover, particularly individual loans. 
In december, the credit/gdP ratio reached 45%. 

In turn, corporate loans are starting to show signs of 
recovery, thereby contributing to the increase in unsecured 
credit extensions. nevertheless, there are still signs that the 
scenario has yet not returned to normal, such as default 
levels and the reduced average payment periods, suggesting 
companies are not taking credit for investments.

the Brazilian financial system has undergone a consolidation 
process over the last few years. According to the central 
Bank, the five largest banks accounted for 65% of total 
assets and 76% of total deposits in december 2009. san-
tander is the third largest private bank in the country, with 
a 9.3% market share, and the fifth largest bank in terms of 
total assets.

The future is what we make of it

the success of a business is closely linked to its vision of the 
world, to how it envisions the future and how it intends to deal 
with change. Without taking into consideration what tomorrow 
holds, it is impossible to innovate, to make a difference. 

society is changing and wants a bank that can keep up with 
its evolution. Work relations will never be the same again. new 
professions are appearing. there are more people of a productive 
age, with higher incomes and better prospects of gaining access 
to education and healthcare. Individuals who are now aware 
of their rights and potential are beginning to exert an influence 
on the principles of the financial sector, which is increasingly 
competitive and globalized. clients are looking for greater perso-
nalization and humanization in their relationship with a bank.

these major converging tendencies have led us to plan business 
and management practices that are in tune with the expectations 
of society. this scenario is being disseminated within the Bank 
to serve as a background for our decision making processes 
(see image next page). We are talking about an organic process, 
consisting of a collaboration network headed by a group of 
employees who are drawing up the strategic map of the bank.

Domestic Financial System -  
Ranking By Total Assets - Dec.2009

Ranking Institution
Total Assets

R$ billion
Deposits
R$ billion

Credit
R$ billion

1 BB 692 338 280

2 ItAÚ 586 198 179

3 BRAdesco 444 173 152

4 cef 342 181 124

5 SANTANDER 334 114 117

6 hsBs 100 66 32

7 votoRAntIM 87 24 38

8 sAfRA 71 14 21

9 cItIBAnK 41 13 9

10 BAnRIsul 29 17 13

source: the top 50– central Bank of Brazil
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competitive 
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An independent, 
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2020 scenario
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santander believes that trust should be the foundation of all its 
relationships. the building of strong ties between the bank, its 
employees, clients and suppliers will lead to the generation of 
innovative ideas in management, products and services.

the consolidation of this commitment in 2009 represented an 
important step for santander’s integration process and operation 
model, which inspires and guides employees in the development 
of management strategies, thereby helping the bank to achieve 
its aspirations:

to be the leading bank  
in Brazil in terms  
of generating  
shareholder value

to be the best  
bank in terms of  
customer satisfaction

to be the best bank  
to the employees

to create the most admired 
and renowned brand name 
among Brazilian banks

1

2

3

4

santander possesses unique characteristics to help achieve these 
aspirations: it is the only global bank with significant scale in 
Brazil at a time when domestic companies are undergoing the 
internationalization process; it can offer a wide range of financial 
services and products to its growing client base; and it has an 
engaged team working collaboratively towards client satisfaction.

the bank believes it can achieve these aspirations by employing 
the following strategies:

  Improve operating efficiency by benefiting from integration 
synergies and implementing best practices;

  expand product offering and distribution channels 
in commercial Banking;

  capitalize on the Bank‘s strong market position 
in the wholesale business;

  further develop a transparent and sustainable 
business platform;

  continue growing the Bank‘s insurance business.
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following these aspirations, in october 2009, santander held 
the world’s largest IPo (units) of the year, raising R$ 13.2 billion. 
It intends to expand its physical structure using the proceeds 
from the IPo, by opening new branches and expanding credit 
operations, thereby increasing its market share. In addition, it will 
allocate part of these resources to improvements in its capital 
structure, and, on 22 January 2010 it redeemed its certificate of 
Bank deposit (certificado de depósito Bancário - cdB) issued 
by santander Brazil on 25 March 2009, a subordinated debt 
with Banco santander, s.A. (spain) as creditor, originally due 
to mature on 25 March 2019, at a value of R$ 1.5 billion.

Management tools
In order to measure the progress in making such strategies 
and investment plans a reality, the bank created the Painel da 
Presidência, a management tool based on the monthly monito-
ring of the four strategic aspirations. these indexes began to be 
used as parameters for bonus payments to executives in 2009. 
In 2010, the objective is to fine-tune this mechanism, bringing it 
in line with the expectations of society and the challenges of the 
financial sector.

consequently, it was necessary to draw up a detailed route 
outlining the paths we need to go down in order to achieve these 
aspirations. to that effect, the grupo de Planejamento santander 
(gPs) was created. It is a forum dedicated to drawing up the 
strategic map of the bank, studying scenarios and aligning the 
business plans for the commercial areas. It operates as a colla-
boration network, with around 50 members who hold fortnightly 
meetings to share information and disseminate concepts, projects 
and trends.

In addition to attending the meetings, forum members interact 
by means of virtual communication channels such as the círculo 
colaborativo, open to all employees. this establishes an open 
planning platform, creating partnerships and promoting collective 
participation. After the completion of the santander strategic 
map, scheduled for 2010, the next challenge for the gPs will be 
to engage and instruct the different areas of the bank on how 
to create their own routes and how to use them to make their 
business decisions.

santander
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Commitment to Efficiency

the mobilization for strategic planning was carried out in parallel 
with initiatives focused on the alignment of processes and tools 
aimed at the dissemination of the culture of efficiency. the syner-
gies obtained from the incorporation of the best practices of each 
bank have already yielded R$ 1.1 billion for santander, exceeding 
the initial estimate of R$ 800 million. general expenses were 
reduced by 5.1% from 2008 to 2009, resulting in a significant 
improvement in management indicators.

A significant part of this result was achieved by adopting the 
gestão Integral do gasto (gIg) model. the use of the sAP 
platform, a tool that integrates the activities for the drawing up 
and monitoring of budgets, the approval of costs, purchases and 
payments facilitated the monitoring of these processes. When it 
was introduced in April 2009, only 3% of contracts were using 
the platform. 70% of the processes were using it by the end of 
the year.

santander’s suppliers are selected and audited using a rating 
index (Índice de Qualificação do fornecedor – IQf) that takes 
into consideration technical, administrative and financial 
criteria, in addition to social, environmental and corporate 
governance issues. the quality of services rendered began to be 
monitored by a performance index (Índice de desempenho do 
fornecedor -Idf which is currently in a pilot phase), the assess-
ment criteria of which will continue to be improved in 2010.

santander’s cost control is based on a highly strict process,  
and any expense exceeding R$ 250,000 is assessed by a multi-
disciplinary committee. this practice ensures an aligned vision  
of the opportunities and synergies in the various areas.

A satisfied client = a more profitable client

Being efficient also means searching for synergies in 
client relationships, getting to know their needs closely 
and relying on resources for the support and develop-
ment of routine daily and monthly activities, in addition 
to innovations that facilitate business management.

one example is the Assessment of operational Quality (Avalia-
ção de Qualidade operacional -AQo), a systemic tool launched 
in the santander network in 2007 and extended to the Banco 
Real network in 2009. this platform measures and guides the 
activities of the branch teams, rewarding good performance.

In general terms, this tool rewards activities that are carried out 
correctly and points out those that are not, thereby ensuring 
the quality of operations. the tool uses 54 indicators, electro-
nically ranking all the branches and other service centers that 
have been assessed and publishes the results on the intranet. 
the scoring system takes into account aspects related to client 
management, outstanding documents, faulty procedures 
and audits, to name a few. this enables gaps to be identified 
and dealt with, thereby minimizing risks and repeat work.

A commitment to profitability is also fundamental to achieving 
increased client satisfaction, and this has led to the develop-
ment of a differentiated commercial tool, focused not on the 
products the bank has to offer, but on the people instead. 
the Portal de Relacionamento was launched throughout the 
branch network in the second half of 2009, and provides 
managers with a comprehensive overview of their clients.

this tool allows managers to make enquiries and analyze 
information, surveys and statistics on the profile of each client, 
which will contribute to a structured approach resulting in a 
long-term relationship, where the financial needs of the clients 
can be identified, generating short, medium and long-term 
business. All the information gathered is registered on the 
Portal de Relacionamento, which enables clients to be served 
in each phase of their lives. this new method of doing business 
is a result of the development of a business model that was 
put into effect across the branch network in december 2009.

Pi
sc

o 
de

l g
ai

so

402009 AnnuAl RePoRt stRAtegy And MAnAgeMent



Key IndIcAtoRs

MessAge fRoM the chAIRMAn of the BoARd  
of dIRectoRs of sAntAndeR In BRAzIl

MessAge fRoM the PResIdent of sAntAndeR In BRAzIl 

PRofIle

coRPoRAte goveRnAnce

MARKet of oPeRAtIons

stRAtegy And MAnAgeMent

BusInesses
econoMIc And fInAncIAl InfoRMAtIon

RIsK MAnAgeMent

IntAngIBle Assets

socIAl And cultuRAl InvestMent

envIRonMentAl MAnAgeMent

sAntAndeR In the WoRld

 IfRs fInAncIAl stAteMents

BR gAAP fInAncIAl stAteMents

gRI IndIcAtoRs

IndePendent AudItoRs´ lIMIted AssuRAnce RePoRt

3

6

9

12

18

33

37

41
58

81

97

110

119

124

132

292

410

438

time to strengthen the 
foundations of business

the creation of an integrated retail 
business model and an attitude 

of working closely together with 
wholesale customers underline our 

commitment to the market.
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Business in 2009

the santander credit portfolio grew 1.7% in 2009. this 
performance is partly explained by exchange rates affecting the 
portfolio in foreign currency. disregarding this impact, growth was 
5.4% higher than in 2008. Another decisive factor was the effect 
of the fi nancial crisis on the corporate customer sector, which 
led santander to adopt more conservative practices of credit 
extension. 

customer funding, including investment funds, totaled R$ 242.1 
billion as of 31 december 2009, a 5.3% growth over 12 months. 
one of the highlights of the period was the area of savings 
accounts, with a 22.2% growth the twelve month period, totaling 
R$ 25.2 billion as of 31 december 2009. Investment funds also 
performed well, posting an increase of 22.4% compared to 2008.

satisfactory liquidity levels, boosted by the october 2009 IPo, 
resulted in time deposits dropping 14.8%, particularly those of 
corporate customers.

Credit Portfolio
% - Dec/09

31% 
Individuals 

18% 
Consumer 
Financing

28% 
Corporate

23% 
SMEs

differentiated customer service, the fruit of the segmentation 
of the foundations of business and customers is the backbone 
of santander’s operating strategy in Brazil. Business is split into 
three main areas – commercial Banking, global Wholesale 

banking and funds under Management, and operations are 
strengthened by team integration, ensuring the development of 
the best products and services, sustained by effi cient, agile tools 
and processes.
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commercial Banking
the year 2009 was marked by progress in the integration 
of the retail department sectors. In addition to the 
interconnection of all branch transactions, service centers and 
AtMs of the santander and Banco Real networks, the bank 
focused on improving the segmentation of customers in the 
service channels. the idea is to facilitate the understanding 
of customers’ needs in accordance with their habits, behavior 
and life projects, thereby increasing business opportunities.

to this purpose, investments were made in new tools, such 
as the creation of the Portal de Relacionamento and the 
introduction of the customer service Platform at Banco Real, 
already in use in the santander network and through which 
it is already possible to sell insurance policies. In the future, 
all the bank’s products will be available through this channel.

the new self-service and teller Platform, which unites 
the best features from each bank and is available in 
both networks, is simplifying processes and reducing 
customer service times and the time taken to consult 
computers transactions and to be served by tellers. the 
new santander superlinha has made the telephone 
customer service more personalized and intelligent.

this whole process, based on the principle of uniting 
the best the two banks have to offer, has been carried 
out in a way that causes customers the least possible 
inconvenience, whilst pointing out the advantages 
and benefits of being a customer of a bank that 
intends to become the best in the country. 

A new business model

during 2009, santander worked on the creation of an 
integrated business model that resulted in the whole 
branch network operating in the same way, based 
on closer customer relations, efficiency, autonomy, 
people management and a balance between results, 
productivity and quality. the model – given the name 
vem ser! – was put into effect in december. launched 
at an event that attracted 3,600 managers from the 
santander and Banco Real networks, the model is the 
result of the best practices of these two worlds. 

several network employees participated directly in the creation 
of vem ser! the process for developing the model included 
eight work fronts, which carried out studies in relation to 
the business method and operations and customer service 
models at the branches, in addition to relationship channels. 
It also reviewed risk management, the organization of the 
networks and the practices of people management and 
incentives. the personnel involved in the project carried 
out 80 visits to branches and held 18 workshops.  

All the branch managers participated in classroom and 
virtual training on the business model. vem ser! is also 
present on the intranet, where employees are provided 
with details of the model and may suggest improvements 
or post comments. this work resulted in a business model 
made up of four fronts: Business Method, Incentive Model, 
customer service Model and network organization.

Main Achievements

2.1 million
new checking accounts

4.1 million 
credit cards sold

R$ 1.86 billion 
mortgage loans (R$ 1.7 billion for individuals and R$ 162 million 
to the Business segment)

R$ 10.6 billion 
in working capital

5.2 million 
insurance policies sold

R$ 3 billion
in net fundraising

R$ 1.4 billion
raised in pension funds
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Engaging branch teams

Instructing, engaging and making employees aware of the 
need to incorporate sustainability into their daily routine 
are a full-time task. In october 2009, we launched the 
program sustentabilidade em Ação to train those we began 
to call “mobilizers”, people who disseminate the theme 
across the santander and Banco Real branches all over 
Brazil. We trained approximately 160 employees personally, 
which are part of a network group of 2,401 mobilizers 
who will have the mission of multiplying the knowledge 
to their teams and the whole network throughout 2010, 
encouraging the adoption of sustainable practices and 
creating new business opportunities for the bank. 

despite being a challenging year, marked by a complex 
integration process and uncertainties regarding the 
economy, we knew that this was the right time to take 
advantage of the potential and capillarity of retail 
business and to prepare our teams for when the market 
has recovered. After all, there are around 30,000 em-
ployees working in the networks, serving more than 
ten million account holders and over 449,000 small 
and medium-sized companies on a daily basis.  

the program also intends to create synergies with other 
initiatives, such as the espaço de Práticas em susten-
tabilidade, reinforcing the engagement of customers 
and building long-term relationships with the bank

Roger Ruann, superintendent for individual customers at 
network III, had the opportunity to prove this during his 
series of business visits to Araras, upstate são Paulo. one 
of his missions was to retain the investments of Ademir 
cláudio Buzzo, an individual customer who enjoyed a strictly 
business relationship with the bank. during the conver-
sation Ademir commented on the performance of Archem 
Química, the company at which he is business director. 
According to him, the company’s stand on sustainability 
resulted in a 3% increase in business in the crisis year itself. 
Roger grasped the opportunity to talk about our practices, 
and a new relationship was formed with the customer.

the synergy was immediate. the individual customer 
opened the company’s doors to initiate a corporate 
customer relationship with the bank, starting with the 
payroll. In addition, the company invested in pension 
and investment funds. A relationship previously based on 
profitability alone blossomed into a relationship based on 
shared values. “We can create a better world and profit 
from lasting relationships with people who believe in 
the same ideals”, he assesses. “customers who believe 
in this idea become more loyal. this relationship will 
lead to better things for both us and the customer”.

The value of good ideas

creating a new bank combining the best of the two expe-
riences goes beyond offering products from one bank to 
customers at the other. It is a matter of analyzing and iden-
tifying the good ideas that meet the different profiles and 
needs, improving them even more. the launch of santander 
Master and Realmaster ainda melhor, in August 2009, was an 
evidence of how this commitment is being put into practice. 

Banco Real customers were granted an overdraft facility with 
ten interest-free days per month, consecutive or otherwi-
se. this concession ensured that in the case of unforeseen 
events, customers would have funds to manage or cover 
their expenses, or even to make withdrawals. santander 
customers had the option of paying off the overdraft balance 
due in installments and at half the interest rate, maintai-
ning overdraft facility limits to be used as they see fit. 

Integration meant these successful experiences were now  
available in a single, new product, benefiting both santander  
and Banco Real account holders. since the launch, more than 
92,000 customers from the two banks have loaned a total of  
R$ 264 million using the installment plan at half the interest rate.

the same thing happened with santander van gogh, a 
service aimed exclusively at customers earning R$ 4,000 
and above, who now enjoy access to a differentiated rela-
tionship model. the service, which was already in operation 
at Banco Real, was perfected on the integration of the 
two banks and is now based on the all-inclusive concept, 
offering customers a wide range of transactions and services. 
Both banks launched this product in 2009, together with 
the migration of Banco Real customers to this format. 
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Individual loans

Individual customer loans represented 31% of santander’s 
credit portfolio, 10.7% greater than in 2008 and reaching 
R$ 43.3 billion. the products registering the highest growth 
rates over the year were credit cards, payroll loans and 
mortage loans. this amount does not include consumer 
finance, which accounted for 18% of the portfolio. the vehicle 
sector was the most significant performer in this area.

Credit Cards

credit card operations registered an increase of 10% in terms 
of customers and 22% in terms of revenues. According to the Bra-
zilian Association of credit card and service companies (Abecs), 
the credit card market posted an increase of 9% in terms of credit 
card base and 19% in terms of revenues.  santander’s share in 
revenues also grew and the bank ended 2009 with 13.1% of the 
market share. 

credit card portfolio volume grew 21%, reaching R$ 8.5 billion 
in 2009. the growth of the credit cards Business is based on the 
strategy of increased market share, by means of product innova-
tion, funding efforts and quality of services rendered. 

one example is the offer, to both networks, of the flex card, the 
main characteristic of which is to provide benefits to stabilize 
the financial situation of low and medium-income customers. 
santander van gogh, a service aimed at high-income customers, 
incorporated the santander elite Platinum and santander style 
Platinum cards, increasing the value of what the sector has to 
offer and placing emphasis on customer relationships.

Another factor contributing to the expansion of the credit cards 
Business in 2009 was the focus on increasing the profitability 
of the card base, which occurred by means of the distribution of 
additional and associated products, such as insurance, financing 
products, pension funds and savings bonds (capitalização). this 
initiative resulted in the sale of more than 8 million products in 
the year.

Mortgages

leader in the private sector in terms of mortgage loan volume, 
with a 9% market share, santander’s portfolio for the year posted 
a growth of 31%, reaching R$ 9.1 billion as opposed to R$ 6.9 
billion in 2008. there was also significant growth in terms of 
credit origination, around 81% in 4Q09 compared to the same 
period of the previous year. 

during the year, the sector aligned the profile of the products 
aimed at individual and corporate customers, using the best 
of each bank in relation to deadlines and prices, in addition to 
matters of insurance and terms for loan application. Products 
that already existed at santander, such as Mais conquista, were 
extended to Banco Real, whose mortgage loan platforms were 
also adopted by the santander network. these platforms facilitate 
the processes and relationships with customers and are managed 
by experts in mortgage loans, streamlining the loan application 
process.

In 2009, we launched Webcasas, a website for advertising 
property, providing products for real estate agents, customers, 
account holders and advertisers. the site is also open to the 
inclusion of projects sponsored by the bank and advertisements 
for other properties marketed by employees or customers using 
santander’s financing products.6,980

2008

8,472

2009

Credit Cards
R$ million

21.4%

Payroll loans

the payroll loan portfolio totaled R$ 10.2 billion for the year, a 
growth of 33% compared to 2008. R$ 8 billion of this amount 
are from our own portfolio and R$ 2.2 billion from portfolios 
ceded by other banks. this significant growth is due to regulatory 

7,650

2008

10,176

2009

Payroll Loans
R$ million

33.0%

changes that increased credit margins for pensioners under the 
Inss scheme.

the integration process allowed us to unify distribution, to 
increase business capillarity and to reduce sales costs, providing 
end customers with an even more competitive and differentiated 
offer. synergies will also improve operational processes, providing 
new functionalities and creating speedier answers for market 
demands.

Individual customers

corporate customers

16.8%

55.5%

Mortgages
R$ million

6,957

2,483

4,474

9,086

5,226

3,860

2008 2009

30.6%
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Consumer Finance

the consumer finance portfolio posted an overall drop of 
0.5% compared to 2008, but recovered 1.7% over the last 
quarter and ended 2009 with a balance of R$ 24.6 billion. 
this portfolio is managed by Aymoré financiamentos, which 
revised its business model in 2009, prioritizing the profitabi-
lity of market share.  the acquisition of Banco Real was com-
plementary to the pre-existing operations at santander, by 
means of the financing company olé, which held a relatively 
small part of the consumer financing market.

Aymoré’s operations are focused on the financing of vehicles, 
which makes up around 80% of the business in the sector. 
the vehicle loan portfolio grew 2.8% in 2009 and ended 
the year accounting for 34.9% of santander’s individual 
loan portfolio, including consumer finance. this performan-
ce reflects the upturn in new vehicle sales, boosted by the 
reduction in IPI (tax on Industrialized Products), one of the 
measures adopted by the government to boost domestic 
consumption during the crisis period.

In 2010, Aymoré intends to structure the segmentation of 
its offer of products and services in a differentiated manner, 
with emphasis on vehicles and in accordance with the needs 
of each customer. 

Business

the portfolio of this area of business, aimed at small and 
medium-sized companies with annual sales of up to  
R$ 30 million, registered a slight drop over the year due to 
the financial crisis. due to the adverse economic scenario 
throughout the year, more emphasis was put on the 
management of portfolios, especially on the realignment of 
credit facilities and renegotiation of assets. however, in the 
fourth quarter the sector began to show signs of recovery.

Activity in this sector in 2009 was marked by the integration 
of the offer of products. cheque empresa Plus and cobrança 
compartilhada, previously only available in the Banco Real 
network, were extended to the santander network. su-
pergiro Premium and folha de Pagamento on-line, both 
developed by santander, were extended to Banco Real. 

the synergies gained from integration resulted in the incor-
poration by santander of the corporate nuclei, a differential 
created by Banco Real. these nuclei concentrate on relationships 
with businesses with annual sales between R$ 6 million 
and R$ 30 million, providing speedy and efficient customer 
service with the support of specialists in credit and cash. In 
turn, the Banco Real network will now include the corporate 
customer service + sócios do santander integrated service. 
Businesses with annual sales of up to R$ 1 million will have 
their corporate account and partners’ individual accounts 
overseen by a single manager. Processes are simplified and 
customers benefit from greater practicality and convenience.

Support for entrepreneurs

In 2009, we launched the Programa santander empreendedor, 
which unites the best practices of both banks in support 
of projects of sustainability, education and innovation. We 
offer guidance, training and instruction in matters related to 
business management on the Portal santander empreendedor 
website: (www.santander.com.br/empreendedor).  

to help companies safely plan and run their businesses, 
we have extended our supergestão software program, 
available to santander customers since 2008, to Banco Real 
customers. the main benefits of this tool include the integrated 
management of business processes (billing, purchases, 
inventory and finances) and the control and management 
of the production process, facilitating the planning of 
business activities and decision making in the company.
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Government & Institutions

this sector is structured to serve federal, state  
and local government companies and entities,  
as well as private organizations with sales of over  
R$ 30 million, particularly associations, schools  
and representatives from the healthcare sector.  

In 2009, business with institutions grew 17%, underlining 
santander’s position as a leader in the healthcare sector, 
based on its activity along the whole length of the service 
chain. the bank’s offer includes products and services 
not only for corporate customers such as hospitals, 
health insurance plans and diagnostics centers, but also 
for their doctors, employees and suppliers. santander 
was the only bank invited to lecture on financing in 
the private healthcare sector in a scenario of economic 
crisis, at the biennial health convention held by the 
International finance corporation (Ifc) in Washington, 
usA, evidencing santander strong presence in the sector.

Activity with governments was marked by the 
reduced number of biddings for the acquisition of 
public servants’ payrolls. the year saw santander 
focusing on retaining current customers, reaffirming 
its attributes as a bank with wide experience in 
relationships with government organizations.

Agribusiness

the unification of customer policies and the 
customer service model resulted in R$ 2.1 billion in 
loans over the year. the network merger amplified 
the scope and potential of the sector. 

the portfolio of products now enjoys the best of both 
networks. the cédula de Produto Rural (cPR), previously 
available only at santander, will be offered to Banco Real 
customers as soon as system integration is complete. 
covenants with large companies, previously available 
only at Banco Real, are now available at santander.

the monitoring of the agricultural scenario and the 
preventive assessment of the portfolio led to a reduction 
in default rates and to customer loyalty.  for example, we 
analyzed the portfolios of customers involved in citriculture, 
cattle-raising and grain farming with the objective of 
anticipating possible occurrences and external factors 
such as climate, sanitary conditions and market that might 
interfere with the potential revenues of customers involved 
in these activities and who might need preventive support.

the bank also held strategic meetings with official regulatory 
agencies, entities representing agriculture players and 
competitors. All this made it possible to identify and discuss 
beforehand the proposals and governmental guidelines 
that could have a technological or operational impact on 
the portfolio, besides establishing precautionary measures.

Pacific co-existence

from 2006 to 2009, we presided over the Round table on Responsible 
soy, an international association comprising the key stakeholders 
of the soy value chain to promote the responsible production of 
soybeans. the debate includes delicate and controversial issues, 
such as the deforestation of the Amazon region. the idea is to 
create a market tool to guide the development, implementation and 
verification of a global standard for the sustainability of this crop.

the standard developed by the association is in experimental 
stage and should come into force in 2011. It prohibits the use 
of indigenous or slave labor, adverse working conditions and 
the inadequate handling of agro-chemical products in the 
cultivation of green soy. furthermore, soy may not be grown in 
forest areas that have been deforested since May 2009.

We are also part of the grupo de trabalho da Pecuária sustentável 
(gtPs), a forum composed of representatives from industry, cattle-
raising associations, retailers, banks, ngos, research centers and 
universities. As in the case of the soy round table, this initiative 
attempts to establish the social and environmental principles and 
criteria for the production and marketing of beef products. the 
group also proposes the creation of a system for tracking products 
and disseminating good production practices for the sector.
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Santander Universidades

santander universidades is a global division whose main opera-
tions include supporting universities by means of partnerships in 
academic projects and offering specialized products and services. In 
order to turn its activities even more strategic, the Plano de Apoio à 
educação superior (PAes) was developed, which established global 
policies based on the most common and relevant issues to the 
academic community in four different areas: mobility, innovation 
and entrepreneurship, technology transfer and academic support. 
the scope of PAes includes more than 800 universities which 
have entered into covenants with santander universidades in 20 
countries. 

this business model reinforces santander’s value proposal for Bra-
zilian universities, combining the best of both banks. With over 20 
years market experience, Real universitário has established itself as 
a financial advisor to university students and young professionals, 
offering products and services to both audiences. Whilst Banco Real 
concentrated on individual customers, santander worked closer to 
corporate customers, providing ample support for higher education 
institutions. the merger enabled us to unify the two complementary 
concepts, potentializing our activities and further strengthening the 
bonds along the whole value chain. 

the merger, in addition to unifying our whole range of products and 
services, also resulted in the creation of a new management model 
for this area of business, based on the specialization and greater 
segmentation of our teams. this enables us to direct customer 
service at each of the different types of customer profile: students, 
young professionals, professors, associates and higher education 
institutions, in federal, state and private spheres, all organized by 
region.  

the bank has 358 service points available to the universities. 
In 2009, there was an increase in the university customer base, 
accompanied by an increase in demand for the santander fit credit 
card, especially developed to meet the needs of students, that 
includes features such as expenditure control and choice of credit 
limit focused on financial guidance. the cartão universidade (tuI), 
a global service santander offers to partner education institutions, 
benefited 21 new universities in 2009. It is a secure and agile tool 
that combines academic and financial features. Its advanced tech-
nology includes more than 50 applications, and it can be used as a 
debit card, as an access card to the university campus or to libraries 
and as a pass on public transport, for example. to date, santander 
has issued 950,000 cards at around 30 universities. 

santander universidades grants more than three thousand scho-
larships a year through the covenants it holds with 326 higher 
education institutions. 3,175 scholarships were granted in 2009: 
1,668 to domestic mobility programs, 507 to international mobility 
programs, research and social inclusion programs, in addition to a 
thousand spanish language course scholarships.

3,175
scholarships were granted in 2009, of which 

1,668
to domestic mobility programs

507

1,000

to international mobility programs, research  
and social inclusion programs 

spanish language course scholarships
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Among these covenants, the bank renewed its partner-
ship with unesP (universidade estadual Paulista Júlio de 
Mesquita filho) in 2009, which serves an academic com-
munity of 56,000 people in 23 cities. the new covenant will 
grant 4,800 scholarships for unesP students and professors 
over the next four years, including other academic support 
initiatives. A new covenant of domestic mobility was closed 
with the Associação nacional dos dirigentes das Instituições 
federais de ensino superior (Andifes), which benefited 58 
federal higher education institutions and led to the granting 
of 320 scholarships. the 75th anniversary celebrations of 
usP, which has been a partner institution of santander uni-
versidades since 2001, marked the launch of the Rede Ibero-
americana de universidades de Pesquisa (RIduP), which was 
supported by santander universidades.

2009 was the second year of the Babson college scholarship 
program. four Brazilian universities held an entrepreneurship 
course in the united states, and three more professors were 
able to improve their knowledge on the subject. In turn, the 
luso-Brazilian scholarship program celebrated its third year 
of existence, involving 185 students from 17 Brazilian state 
universities taking a six-month graduate course in Portugal. 
By the same token, 175 Portuguese students came to study 
at Brazilian universities for the same period of time.

the awards Prêmio santander de empreendedorismo and 
Prêmio santander de ciência e Inovação celebrated its fifth 
anniversary in 2009, setting a new record of participants: 
2,116 projects enrolled, mobilizing 287 higher education 
institutions all over Brazil. In addition, a new category 
in science and Innovation was created – health -, which 
resulted in the total prize money increasing to R$ 400,000. 
Another highlight was the top china santander universi-
dades program, which helped foster cultural exchange and 
strengthen bilateral relations between Brazil and china.

Orient Express  

the launch of the top china santander universidades program in 
2009 was a landmark not only for its cultural and academic relevance, 
but also for being the first initiative involving institutions of higher 
education to be jointly run by santander and Banco Real. In partnership 
with shanghai Jiao tong university, we supported the development 
of a course on sustainability that benefited 40 graduate students and 
11 Brazilian professors from 10 universities. they had the opportunity 
to participate in a three-week cultural exchange program involving 
35 chinese students, debating themes of global interest such as 
climate change, impact on the environment and life sciences. 

one of the Brazilian participants was eduardo schalch, a graduate in 
administration at unesP in the city of Jaboticabal in the state of são 
Paulo. he tells us that on returning from the exchange program he 
was interviewed for several trainee programs and realized that doors 
were being opened to him because of the trip. eduardo successfully 
applied for a job at a multinational company in the food and beverages 
sector. “your résumé is far stronger after having been in contact with 
the culture of an Asian country of such importance in global socio-
economic terms, and learning about such relevant topics” he says. 

luis coutinho, professor of Biotechnology at esAlQ/usP, reminds 
us that china invests heavily in technological research focused 
mainly on solutions for domestic problems such as water and food. 
“this makes us realize that Brazilian universities need to invest 
more in applied research”. According to him, the chinese showed 
avid interest in Brazilian initiatives in the biofuel sector. “the 
program contributed to the technical development of students and 
professors and enhanced the cultural knowledge and life experience 
gained by everybody who went on this trip”, he stresses.

other similar stories can be found on the blog created by the  
participants about their experiences in china, available at:  
http://www.santanderuniversidades.com.br/blogs/topchina. the second 
edition of the program has already been confirmed for 2010 with the 
participation of 25 institutions of higher education, increasing the 
number of students and professors who will benefit from the initiative.
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Microcredit

In 2009, the area of microcredit registered the best per-
formance since it was created in 2002 at Banco Real. over 
150,000 loans were granted, totaling around R$ 227 million 
for a portfolio of approximately 85,000 customers. the bank 
has 22 service centers in over 350 Brazilian cities. this perfor-
mance may be explained by the increased demand for credit 
and other financial products for low-income customers. 

Among the gains obtained from the merger of the banks 
is the migration of business to the santander technological 
platform, which led to gains in the management and deve-
lopment of new products.  2009 also saw the microcredit 
sector active in the recovery of credit, in financial guidance 
for nonperforming customers and in work focused on effi-
ciency gains.

the area of microcredit also strove to unite forces and seek 
synergies with other bank initiatives on sustainability and 
entrepreneurship. the objective is to jointly create and intro-
duce innovative microfinance projects, that, besides credit 
offer other financial services to low-income customers, such 
as savings accounts, insurance and the transfer of values.

Private Banking

santander Private Banking offers financial consulting and asset 
management services to customers with large personal financial 
assets and strives to know their short and long-term objectives, 
needs and risk tolerance. the product portfolio includes invest-
ment funds, structured treasury transactions, pension funds, 
brokers, and credit, among others. In order to meet the needs 
of this audience, santander attempts to develop a continuous 
partner relationship based on trust and technical knowledge, 
presenting solutions with high added value and compatible with 
the risk profile of the customers.

In 2009, the Private Banking departments of santander and 
Banco Real were merged, making it possible to optimize the 
customer service platform and to make the offer of products and 
services seamless.  the sector ended the year with assets under 
management of around R$ 27 billion and approximately 6,500 
customer accounts.

150,000
loans were granted from microcrédito in 2009

22 service centers
in over 350 brazillian cities 

R$ 227 million
for a portifolio
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Insurance, pension funds and capitalização

the integration of the business models was the main event in the 
insurance sector in 2009, one of the markets with the highest 
potential for gains from the merger. Insurance penetration at the 
Banco Real’s customer base was low compared to santander’s, 
which provides opportunities for synergy gains with the imple-
mentation of best practices.

life insurance 5.7%

Personal accident insurance 7.5%

loan protection insurance 19.8%

Residential 5.5%

capitalization 9.0%

Pension fund 10.6%

1  Includes 100% of Real seguros vida e Previdência results for the period.

the systems for the sale and management of insurance policies 
were incorporated into a single platform, which enabled us to 
offer the Banco Real network a set of products that had only 
been on offer at the santander network, and vice-versa. examples 
of this are the seguro Prestamista Premiado, the seguro Residen-
cial dose dupla and the seguro Auto Maxx, whereby the bank 
offers customers estimates from three different partner insurance 
companies. As a result, 5.2 million insurance policies were sold in 
2009, compared to 4.2 million in 2008.

furthermore, santander completed the purchase of 50% of the 
shares of Real seguros vida e Previdência, previously held by 
tokio Marine seguradora, and subject to the approval by suseP. 
these shares were simultaneously sold to santander seguros s.A.

complementary pension fund reserves totaled R$ 14.5 billion 
for the year, an increase of 32.7% in balances and 45.7% in 
gross funding as compared to 2008. the period was marked 
by the consolidation of the offer of products linked to financial 
consulting services. the objective was to combine pension fund 
plans with other products, in order to provide customers with a 
portfolio to meet their short, medium and long-term needs. this 
strategy contributed to the balance of private pension funds in 
relation to the bank’s balance of liabilities jumping from 12.7% 
in 2008 to 15.7% by the end of 2009.

the pension fund segment was aligned and certain pension 
fund products such as Prev educar, Prev Mulher and Prev Bô-
nuscard were relaunched. new products were made available 
to savings bonds (capitalização) customers, such as Realcap 
turismo, a product which complements the activities of the 
Projeto santander turismo sustentável (Project for sustainable 
tourism). At the end of the year, santander united the social 
undertaking by doutores da Alegria and the grupo de Apoio ao 
Adolescente e criança com câncer (gRAAcc a support group 
for children and young people with cancer) to the din din and 
Realcap.

the table below shows the market share of insurance pension 
funds and capitalization products on 31 december 20092.

funds under management
Asset Management

In 2009, the area of Asset Management consolidated its position 
as the fourth largest third party funds manager in the country, 
with a portfolio of R$ 108.4 billion1 , accounting for 7,5% of the 
market share of the funds industry in Brazil, according to AnBIMA 
- Associação Brasileira das entidades dos Mercados financeiro e 
de capitais.

In addition to surpassing R$ 100 billion of managed funds, san-
tander Asset Management was also voted the best manager of 
active share funds by the magazine exame in a partnership with 
the fundação getulio vargas in August 2009.

A further highlight was the area of Protected capital funds, 
which raised a total of R$ 1.6 billion, ensuring customers can 
invest in the stock market with no risk of losing capital. funding 
in 2009 consolidated the area of Asset Management as the 
largest manager of protected capital funds in Brazil, with a 42% 
share of the whole fund market, according to AnBIMA.

After the merger, the ethical fund and santander Investimento 
Personalizado were extended to the van gogh santander services. 

In 2009, the strategy of selling the management of Brazilian 
funds in other countries resulted in the expansion of our inter-
national operations. In addition, the area of Asset Management 
possesses fixed income and share funds based in luxembourg 
and which are distributed in chile, Mexico and spain, and whose 
stockholder’s equity increased by 386%.

Responsible investment

2009 saw the launch of florestas do Brasil, a closed-end 
fund of 20 years’ duration with the aim of offering customers 
options of sustainable investment in the forestry sector.

Another initiative that came to reinforce our activity in 
sustainable products was to offer santander customers the ethical 
fund, launched by Banco Real in 2001, the first investment 
fund based on sustainable shares. the ethical fund has an 
Advisory council made up of experts in sustainability.

source: suseP and fenaPrevi.
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global Wholesale Banking
In 2009, santander strived to operate in a partnership with 
its corporate customers, as they needed to refinance and 
postpone debt maturities during the international finan-
cial crisis. Meanwhile, the Bank completed the integration 
process of the global Wholesale Banking teams while 
creating regional service teams and defining specialists in 
products and services for the different economic sectors. 

upon the integration, global Wholesale Banking now relies 
on three customer service segments, i.e.: Business, corporate 
and santander global Banking & Markets (gB&M). As the 
largest foreign bank with a strong presence in the country, 
the access to foreign markets is a differential offered by 
santander and qualifies the Bank to be the preferred partner 
for its customers at a moment when the Brazilian economy is 
undergoing an internationalization process.

Companies

the Business segment serves local and multinational 
business with annual sales ranging from R$ 30 million to 
R$ 250 million. In 2009, the business in this segment was 
divided into two distinct periods, reflecting the development 
of the Brazilian economy. 

While during the first half-year the effects of the interna-
tional crisis was still felt in the market, and this led to the 
postponement of investment plans in corporations, in the 
second half-year the economy rebounded, resulting in a 
higher demand by customers for the Bank’s products and 
services. thus, by the end of the year, the Bank posted 
business volumes in line with the pre-crisis levels. 

In 2009, the business integration process for the segment led 
to the expansion of service centers and to the reorganization 
of customer service, in such a way as to enhance and deepen 
the relationship with customers. At the same time, the deve-
lopment of new risk management processes and provisions 
for non-performing loans (nPl) proved itself to be efficient in 
the prevention and recovery of nonperforming customers.

Sustainable buildings

In 2009 we extended to the entire santander network 
the obra sustentável (sustainable construction) Program, 
created by Banco Real in 2007, which promotes respon-
sibility in social and environmental issues in the housing 
developments we finance. We encourage the adoption of 
practices that enhance economic efficiency while reducing 
the environmental impact and favor quality of life during 
phases such as building design, construction and use.

the project is one of the cornerstones of the civil cons-
truction sustainability Program which includes initiatives to 
improve the engagement of this important economic sector 
by sharing our experiences and that of builders that have 
a business relationship with us as customers or suppliers.

We also prefer to finance sustainable building practices.  
In 2009 we created the line Reforma para Acessibilidade 
(Accessible Renovation), with focus on renovations in  
urban commercial buildings. As an example, the product  
is focused on building renewals to adapt it to new legal  
requirements such as new ramps, elevators in office  
buildings, hospitals, schools, hotels, stores and business 
centers. the goal is to help owners comply with the new 
legislation while promoting social inclusion through the 
adequacy of the facilities to meet the needs of disabled users.
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Corporate

Businesses with annual revenues in excess of R$ 250 million 
are the focus of this corporate segment at santander. this 
market is comprised by approximately 1.2 thousand business 
groups which, upon the integration, rely on a platform of 
regional services, with teams operating in the main Brazilian 
cities, including relationship managers and product/services 
specialists.

In the beginning of 2009, most businesses in this segment 
still felt the impact from by the economic downturn, and this 
reduced the level of investment in assets and the demand 
for working capital. In this scenario, the business in the Bank 
was characterized by the caution in credit extension and 
management and by the conservation of portfolio value, with 
the review of maturities, enhanced collateral requirements 
and the adjustment of bank spreads.

In the second half-year with the positive economic outlook, 
corporate customers came back for loans and also for tran-
sactions in stock markets, especially in connection with debt 
and stock issuance. this has led to a growth in Wholesale 
by using the gB&M investment bank products and services 
platform, also available to corporate customers.

Responsible Tourism

despite the fast growth seen in the tourism industry worldwide, 
Brazil still lacks infrastructure, qualified labor and access to credit. 
All links in this value chain, from tourists to service providers, have 
special needs for financial products and services. this rich network of 
relationships is just the beginning in the search of opportunities for 
new sustainable businesses.

santander turismo sustentável (the successor of turismo Real) is an 
initiative for the sustainable development of Brazilian tourist destina-
tions and for the awareness and education for responsible tourism. 
It promotes the integration and the convergence of action among 
governmental agencies, multilateral organizations, the private sector 
and the third sector. 

In 2009, the initiative was enhanced by the launch of the program 
cAP turismo – training youngsters for tourism, at costa dos 
coqueiros, one of the main tourism regions in the state of Bahia. 
the project was developed by RealcAP turismo, a title capitalization  
(long-term savings with prizes) which invests part of its revenues in 
the program, in a partnership with the International trade center 
(Itc), a un agency focused on the generation of jobs and income for 
low income communities.

the first class of students, comprised by 30 youngsters, was selected 
in december 2009 and is being trained to work in hotels in the area 
under the coordination of Instituto Imbassaí, a civil organization that 
receives 50% of the first installment paid to Realcap turismo. In 
2009, more than 14 thousand title capitalization were sold and the 
amount donated to the institute was R$ 174 thousand. 

the idea is to replicate the costa dos coqueiros model to other 
tourist destinations in Brazil, based on the experiences and 
competencies that were developed in the pilot project. other Bank 
segments can also use the santander turismo sustentável program 
as a tool to enhance customer relationships. As an example, during 
the first quarter of 2010 we launched a product/ service package for 
the inn/hotel segment in the southern cities of gramado and canela, 
both in Rio grande do sul, and in Porto de galinhas, in the state of 
Pernambuco. the cities were chosen as pilots for a national program 
as they are included in the 65 destinations of the federal govern-
ment national tourism Program and also because they are part of 
the santander and Banco Real branch network.

due to the sum of our activities, in october 2009 we were invited to 
sit in the World travel and tourism council (Wttc), a global forum 
comprised by key executives in the sector, including hotels, entertain-
ment, recreation, transportation and other services in the tourism 
value chain. We are the first Bank in the world and the first company 
in Brazil to sit in the council.
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Santander Global Banking & Markets (GB&M)

the goal of santander global Banking & Markets (gB&M) is 
becoming the main financial partner for its customers by reviewing 
and offering the best deals for companies with global presence 
and revenues in excess of R$ 250 million, including a portfolio of 
special products. to that effect, gB&M combines conservative risk 
management and a profile as a multiple service bank in key world 
markets with a global relationship model that centralizes customer 
service in all countries where it operates. 

In 2009, gB&M consolidated its global strength and its local 
operations by participating in key transactions taking place throu-
ghout the year, which shows its solidity and commitment with its 
customers even in a volatile, limited scenario.

corporate & Investment Banking

gB&M had a strong presence in short term credit to large 
corporations in 2009. on the one side, this allowed customers to 
honor their financial commitments in times of trouble in the world 
markets and on the other the Bank increased its profits on the 
invested capital, due to bank spreads higher than usual.

however, the rapid response by Brazil to the global financial crisis 
allowed the Bank to engage into more profitable deals. through 
an aggressive planning, the Bank signaled to its customers that it 
was ready to resume its stock market transactions while offering 
loans with longer maturities and regular bank spreads. 

By the end of the year when corporations reported stronger 
balance sheets, gB&M had already become a strategic partner in 
the growth strategy of its customers by advising them in invest-
ment deals such as fixed income and variable income securities, 
especially in stock offers. In Mergers & Acquisitions, although in a 
soft market, the Bank assumed a leadership position in a number 
of deals that were taking place, according to the thomson Reuters 
rank of december 10, 2009.

With these deals, gB&M became the leader in key market 
products and consolidated itself as one of the most prestigious 
investment banks in the country.

the tombstones above are not translated to english.
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equities

In the brokerage market gB&M stood out in IPo transaction 
distribution such as visanet and santander in Brazil, and in stock 
market follow-ons and, as a result, it ranked first according to the 
thomson Reuters rank published in november 2009. santan-
der was also # 1 in cash equity results in the completed deal 
category, with 15 deals closed in 2009.

In equities trade derivatives (etd), clearing services posted a 
strong growth in market share, jumping to 7.3% from 4.1%, 
which placed gB&M in the 3rd position (from 7th one year ago) 
in the number of net deals, according to the sum of positions of 
the grupo santander brokers in the BM&f rank. 

In the custody area (with R$ 144 billion in assets as of december 
2009) the Bank posted a 42% growth in revenues in 2009, which 
reflected the Bank’s business efforts and synergies gained from 
integration.

the tombstones above are not translated to english.
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credit Markets

Business in both local and international stock markets responded 
well to the global crisis and grew 186% in 2009 year-on-year. 
gB&M led key transactions in the year such as bonus issuances 
by Petrobras, gerdau, telemar, odebrecht and tAM. for the third 
consecutive year the Bank was the leader in debt offer for Brazi-
lian corporate issuers in foreign markets, according to the Bond 
Radar rank published in november 2009. 

the structuring and placement of the Monsanto do Brasil credit 
Right Investment fund was a successful example of how gB&M 
creatively met customer demand in a year where the global 
economic crisis still prevailed. the fund was a novel alternative 
for funding for the agribusiness giant via the securitization of its 
receivable portfolio. 

In project finance, gB&M was among the leaders due to its role  
in some of the key transactions completed throughout the year 
such as the structuring of a loan package of approximately  
us$ 1.3 billion to support the investments in probes norbe vIII 
and IX, by odebrecht Óleo e gás. this is the most significant 
project finance deal in the international debt market upon the 
American subprime crisis, which was granted the deal of the  
year 2009 award by euromoney magazine.

Major infrastructure projects were developed throughout the year 
such as the continuity of highway concession programs by the 
federal and state government, mega hydro power plant projects 
at Rio Madeira, the Petrobras drilling probes tender proceedings 
and the wind power plant project tender proceedings by the 
government (see box on next page).

the tombstones above are not translated to english.
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Renewable energy at large

We are supporting the initiatives in connection with the development 
and supply of renewable energy in Brazil by contributing to the intro-
duction of alternative, cleaner energy sources to the Brazilian matrix. 
In 2009, the Bank had a key role in the structuring of the financing 
for Bons ventos geradora de energia s/A, with funds from BnB and 
Bndes. the company is in charge of implementing four wind farms 
in the coast of ceará: Bons ventos, canoa Quebrada and enacel, in 
Aracati, and taíba-Albatroz, in taíba, with rated power of 155 MW.

We also serve as advisors to Renova energia in its wind energy 
offering strategy in the first wind energy auction sponsored by 
the federal government in december. Renova was the player 
with the highest sale of energy from 14 wind farms located 
in the state of Bahia, totaling 270 MW of rated power.

global transaction Banking

gB&M participated in key deals taking place in 2009. the perfor-
mance deserved market recognition, which awarded santander 
for the second consecutive year as the “Best International trade 
finance Bank in Brazil” and “deal of the year” in Brazil. these 
awards are granted by the trade finance Magazine, as a result of a 
survey among bank customers.   

other important deals included the purchase of payroll loan portfo-
lios worth approximately R$ 2 billion, cdI disbursed transactions 
worth approximately R$ 7 billion and new disbursements in Bndes 
onlending transactions totaling approximately R$ 3.3 billion. In this 
last product we highlight the exim (the export support and finance 
Program) portfolio, representing approximately R$ 1 billion. for the 
second consecutive year, gB&M was also the market leader in post-
shipping exim Bndes transactions. 

cash management activities fared well in the growth of service 
volumes such as collection and settlements. Among the key initiati-
ves in the year are the coordination of the débito direto Autorizado 
(ddA) project implementation and the launch of cIsa – conexão 
Inteligente santander, which supports the exchange of files with 
customers. We also implemented new procedures for the valuable 
collection service thereby increasing the Bank’s competitiveness 
and operational efficiency.

Rates

gB&M consolidated its local index hedge operations for long-
term transactions, including developing markets in Brazil such 
as IgPM and tJlP. taking advantage of its international market 
expertise the Bank also served as corporate advisor in the liability 
exposure hedging programs with interest rate indexes such as 
libor and currencies such as the euro. 

In derivatives, the Bank doubled its market share, according to 
data published by cetip. the transaction registry and control 
systems for the entire portfolio were updated to global versions 
thereby allowing gains of scale while enhancing local needs. 

In the foreign exchange market, gB&M closed the year as the 
third largest bank in transaction volumes, according to data 
by the Brazilian central Bank. upon the integration, santander 
added nine exchange rate regional offices outside of são Paulo, 
with services such as advice, exchange contract closing and 
transaction processing.

equity Investments

the area was created at the end 2008 and is designed to make and 
monitor santander’s proprietary investments in businesses in its 
customer base. the area identifies, reviews and structures invest-
ment opportunities in search of attractive returns while offering 
Bank customers an alternative financial and strategic support.

In 2009 it reviewed more than 50 opportunities in a number of 
sectors resulting in investments and investment commitments of 
approximately R$ 675 million while defining a transaction pipeline 
for 2010. Among the investments made we highlight the acquisi-
tion jointly with cemig geração e transmissão s.A., of the terna 
Participações s.A. ownership, through the fundo de Investimento 
em Participações coliseu; and the investment and participation in 
the structuring of crédito corporativo Brasil – fundo de Investi-
mentos creditórios.
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Preliminary note

the following information is based on the consolidated results of 
Banco santander (Brasil) s.A., prepared in accordance with the 
International financial Reporting standards (IfRs).

Key consolidated data following the acquisition of Banco Real in August 2008, the 
operating results of Banco santander (Brasil) s.A. for the twelve 
months ended december 31, 2008 and 2009, “2008” and 
“2009” respectively, are not directly comparable. therefore, in 
order to enable a more accurate analysis of the Bank’s businesses, 
all figures in this performance report include the pro-forma 
information for the twelve months in 2008 as if Banco Real had 
been consolidated in January 2008.

SUMMARY OF FIGURES FOR THE PERIOD 2009 2008
Var.

2009x2008
INCOME (R$ million)

net interest income 22,167 19,231  15.3%

net fees 6,238 5,866  6.3%

Allowance for loan losses (10,520) (7,240)  45.3% 

Administrative and personnel expenses (10,947) (11,532)  -5.1%

net profit 5,508 3,913  40.8%

BALANCE SHEET (R$ million)

total assets 315,973 294,190  7.4% 

securities 80,616 50,921  58.3% 

loan portfolio¹ 138,394 136,039  1.7% 

Individuals 43,352 39,153  10.7% 

consumer financing 24,627 24,757  -0.5% 

sMes 32,417 34,289  -5.5% 

corporate 37,998 37,839  0.4% 

funding from clients 143,672 149,534  -3.9% 

total equity 69,266 49,837  39.0% 

total equity excluding goodwill2 40,954 22,349  83.2% 

PERFORMANCE INDICATORS (%)

Return on shareholders’ equity - annualized 9.8% 10.3%  -0.5 p.p. 

Return on shareholders’ equity excluding goodwill2 - annualized 19.3% 16.8%  2.6 p.p.  

Return on average asset - annualized 1.8% 1.5%  0.4 p.p.  

efficiency Ratio3 35.0% 44.1%  -9.1 p.p.  

Recurrence4 57.0% 50.9%  6.1 p.p.  

BIs ratio excluding goodwill2 25.6% 14.7%  10.9 p.p.  

PORTFOLIO QUALITY INDICATORS (%)

delinquency5  - IfRs 7.2% 5.7%  1.5 p.p. 

delinquency6 (more than 90 days) - BR gAAP 5.9% 3.9%  2.0 p.p. 

delinquency7 (more than 60 days) - BR gAAP 6.8% 5.0%  1.8 p.p. 

coverage ratio8 101.7% 105.8%  -4.1 p.p. 

Other Data

Assets under management - AuM (R$ million) 98,407 80,402  22.4% 

numbers of credit and debit cards (thousand) 33,337 29,743  12.1% 

Branches 2,091 2,083  0.4% 

PABs (mini branches) 1,502 1,503  -0.1% 

AtMs 18,128 18,120  -0.1% 

total customers (thousand) 22,240 20,918  6.3% 

total Active Account holders9 (thousand) 10,240 9,831  4.2% 

employees10 52,457 54,109  -3.1% 

1 credit Portfolio (managerial).
2 goodwill from the acquisition of Banco Real and Real seguros vida e Previdência.
3 efficiency Ratio: general expenses/total Income. efficiency Ratio, excluding cayman hedge for 12M08 and 12M09 would be: 43.1% and 36.3%.
4 net commissions / general expenses.
5 Portfolio overdue by more than 90 days plus loans with high default risk / credit Portfolio (managerial).
6 Portfolio overdue by more than 90 days / credit Portfolio BR gAAP.
7 Portfolio overdue by more than 60 days / credit Portfolio BR gAAP.
8 Allowance for loan losses / Portfolio overdue by more than 90 days plus loans with high default risk.
9 customers with active accounts during a 30-day period according to the Brazilian central Bank.
10 Includes Banco santander (Brazil) s.A., its subsidiaries consolidated in the balance sheet and certain subsidiaries of Banco santander, s.A. (spain) headquartered in Brazil. 

excluding the subsidiaries of Banco santander, s.A. (spain), the figure was 51,241 employees.
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Results

 Banco Santander recorded net income of R$5,508 million in 2009, an increase of 41% (R$1,595 million) over the R$ 3,913 million in 2008.

 Acceleration of net income growth: Year-on-year variation 6M09/6M08: 13%; 9M09/9M08: 30% and 2009/2008: 41%.

   17.8 p.p. difference between year-on-year growth in total revenues (excluding the cayman hedge) and expenses in the twelvemonth period:

− total revenues (excluding the cayman hedge) grew by 12.7% in twelve months

− General Expenses felt 5.1% in twelve months, with the capture of synergies

Indicators

 Improvement in the Management Indicators in twelve months (12M09/12M08):

– efficiency ratio1: 35.0% in 2009, down 9.1 p.p.

– Recurrence ratio2: 57.0% in december 2009, up 6.1 p.p.

– Roe3: 19.3% in 2009, up 2.6 p.p.

 Sound Balance Sheet:

– BIs Ratio4: 25.6% in december, up 10.9 p.p. in twelve months (2009/2008)

– coverage: 102% in december, a 4.1 p.p. decline year over year

Balance Sheet

 Total Assets of R$ 315,973 million, an increase of 7.4% in twelve months

 Credit to Customers grew by 1.7% in twelve months to reach R$ 138,394 million

 Savings deposits grew by 22.2% in twelve months, to reach R$ 25,217 million

 Total equity of R$ 40,954 million (excluding goodwill4 of R$ 28,312 million)

highlights of the period

Santander Share

 BM&fBovesPA ticker: sAnB11 (unit), sAnB3 (common share), sAnB4 (preferred share)

 nyse ticker: BsBR

– Market value on 02/02/2009: R$ 92 billion

– Market value on 02/02/2009: us$ 53 billion

– free float (thousands): 399,044,177

– net income5 per 1,000 shares in 2009: 

common shares – R$ 15.32

Preferred shares – R$ 16.85

1 general expenses / total revenues.
2 net fees / general expenses.
3 net income / Average total equity. excluding the goodwill from the acquisition of Banco Real and Real seguros vida e Previdência.
4 excluding the goodwill from the acquisition of Banco Real and Real seguros vida e Previdência.
5 net income weighted by average shares issued (in thousands).
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Credit Portfolio
% - Dec/09

31% 
Individuals

18% 
Corporate 28% 

Corporate

23% 
SMEs

Net interest income
R$ million

2008 2009

22,167

19,231

15.3%

Administrative and 
personnel expenses

R$ million

2009

(10,947)

2008

(11,532)

-5.1%

Efficiency Ratio1

%

2009

35.0

2008

44.1

-9.1 p.p.

Net profit
R$ million

2009

5,508

2008

3,913

40.8%

Net fees
R$ million

2009

6,238

2008

5,866

6.3%

Return on equity2

%

2009

19.3

2008

16.8

2.6 p.p.

1 excluding the cayman hedge for 2008 would be 43.1% and 36.3% respectively. 
2net profit divided by total equity, excluding goodwill.
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Ratings
santander is rated by international agencies and the ratings assigned reflect its op rating performance and the quality  
of its management.

Rating Agency Long Term Short Term

Fitch Ratings
national scale
local currency

foreign currency

AAA (bra)
BBB+

BBB

f1 + (bra)
f2
f2 

Standard & Poor’s
national scale
local currency

foreign currency

brAAA
BBB-
BBB-

brA-1
A-3
A-3

Moody’s
national scale
local currency

foreign currency

Aaa.br
A2

Baa3

Br-1
P-1
P-3

Recent events
Public Offering Of Units

the Board of directors’ meeting held on september 18, 2009 
approved the global offering, which includes the issue of 
525,000,000 units, all registered shares, without par value, 
free and clear of any lien or encumbrances, each representing 
55 common shares and 50 preferred shares, all registered 
with no par value, free and clear of any liens or encumbrances, 
consisting of the simultaneous initial public offering of (i) units 
in Brazil (Brazilian offering) in the over-the-counter market 
in accordance with cvM Instruction 400/2003, and (ii) units 
outside of Brazil (International offering), including in the form 
of AdRs representing Adss registered with the u.s. securities 
and exchange commission (sec) under the u.s. securities Act 
of 1933. such meeting also approved the Bank’s listing and the 
trading of units (comprised common shares and preferred shares), 
in BM&fBovesPA’s level 2 of corporate governance Practices.

on october 6, 2009, the global offering units were priced at 
R$23.50 per unit. the units are traded on the BM&fBovesPA 
and the new york stock exchange (nyse) since october 7, 2009.

on october 14, 2009 the Brazilian central Bank ratified the 
capital increase in the amount of R$12.3 billion, related to the 
global offering of 525,000,000 units.

on october 29, 2009, the offering outlay was increased by 
6.85%, or 35,955,648 units due to the partial exercise of the 
over-allotment option in the international offering. the total 
capital increase amounted to R$13,182 million and issue costs 
of R$193.6 million were recorded to debit the account of capital 
reserves.

Acquisition of Santander Spain’s Credit Portfolio

In 2009, the Bank acquired from santander spain through our 
grand cayman branch, in cumulative conditions, a portfolio of 
trade and export financing agreements related to transactions 
carried out with Brazilian clients or their affiliate companies 
abroad, in the amount of us$807 million in 3Q09 and us$1,170 
million in 4Q09, totaling us$1,977 million in the year, the 
equivalent to R$3,442 million.

Disposal of assets no t related to our core businesses

on september 18, 2009, our Management decided to sell to 
santusa, a santander group company headquartered in spain, all 
the shares owned by the Bank in companhia Brasileira de Meios 
de Pagamento – visanet, companhia Brasileira de soluções e 
serviços, serasa s.A., tecnologia Bancária s.A. and visa Inc.

Allocation of Addition Al Funds to The Cayman 
Branch

on december 24, 2009, approval was given by Banco  
santander (Brasil) s.A. to the allocation of an additional  
us$ 2,000,000,000.00 to the cayman branch, whose capital 
rose from us$ 1,614,266,965.28 to us$ 3,614,266,965.28. 
the increase is to help Banco santander’s plans for the cayman 
Branch to sustain the growth of assets, maturity of issues and 
lines, improve the branch’s profile and structural liquidity and 
increase the volume of onlendings pursuant to Resolution no. 
2770 of the central Bank of Brazil.

Corporate Restructuring

the corporate restructuring will help unify operations and simplify 
the corporate structure of the santander group in Brazil, 
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consequently reducing administrative costs, especially those related 
to legal and accounting obligations. Below is a summary of the 
corporate Restructuring events that took place in 2009:

1/30/2009
  Merger of cruzeiro factoring sociedade de fomento commercial
ltda. And credicenter empreendimentos e Promoções ltda. into 
ABn AMRo Administradora de cartões de crédito ltda.

2/27/2009  
  Acquisition of 100% of the shares of Real capitalização s.A., 
held by ABn AMRo Brasil dois Participações s.A., by santander 
capitalização s.A..

3/19/2009 
   conclusion of the acquisition of 50% of the shares of Real 
seguros vida e Previdência s.A. (new corporate name of Real 
tokio Marine vida e Previdência s.A., which is currently under 
approval by susep) held by tokio Marine seguradora s.A., 
by Banco santander (Brasil) s.A. on the same date, Banco 
santander (Brasil) s.A. sold the aforementioned shares to 
santander seguros s.A., as well as 100% of the shares of ABn 
AMRo Brasil dois Participações s.A. (company that held 50% of 
Real seguros vida e Previdência s.A.) to santander seguros s.A.

4/30/2009
  sudameris distribuidora de títulos e valores Mobiliários s.A. 
merged into Banco ABn AMRo Real s.A. – approved by the 
central Bank and under registry with the commercial Registry 
office (the Jucesp); and Banco ABn AMRo Real s.A. was merged 
into Banco santander (Brasil) s.A. - under approval by the 
central Bank; (only the first merger has received the approval of 
the central Bank).

5/29/2009
  Merger of ABn AMRo Brasil Participações e Investimentos s.A. 
into ABn AMRo Administradora de cartões de crédito ltda.

6/29/2009 
  sale of 51% of the shares of fonet Brasil s.A., held by ABn 
AMRo Administradora de cartões de crédito ltda. to fonet 
soluções de telemática ltda.

6/30/2009 
  sale of all investment held by Banco santander (Brasil) s.A. 
in the capital of diamond finance Promotora de vendas 
s.A., corresponding to 2,550 common shares, to edure 
Administração, Participação e Representação ltda. and PR 
Administração e Participações ltda.

8/14/2009
  Merger of the shares of santander Brasil Asset Management 
distribuidora de títulos e valores Mobiliários s.A., santander 
seguros s.A. and Banco commercial e de Investimento 
sudameris s.A. into Banco santander (Brasil) s.A.

8/31/2009 –
  spin-off of santander Investimentos em Participações s.A., with 

transfer of assets to santander Advisory services s.A. and Banco 
santander (Brasil) s.A., which is currently under approval by the 
central Bank.

  Merger of Banco commercial e de Investimento sudameris s.A. 
and ABn AMRo Administradora de cartões de crédito ltda. by 
Banco santander (Brasil) s.A., which is currently under approval 
by the central Bank.

9/30/2009

  Merger of Real capitalização s.A. into santander capitalização

  Merger of Real seguros vida e Previdência s.A. (new corporate 
name of Real tokio Marine vida e Previdência s.A., which 
is under approval by susep) and ABn AMRo Brasil dois 
Participações s.A. into santander seguros s.A., which is under 
approval by susep.

  Merger of ABn AMRo Arrendamento Mercantil s.A. into 
santander leasing s.A. Arrendamento Mercantil.

  Partial spin-off of santander corretora de câmbio e valores 
Mobiliários s.A. with transfer of part of its net equity to 
santander s.A. corretora de câmbio e títulos, which is under 
approval by the central Bank.

  Merger of santander Brasil s.A. corretora de títulos e valores  
Mobiliários into santander s.A. corretora de câmbio e títulos, 
which is under approval by the central Bank.

10/30/2009 
   Merger of Instituto cultural Banco Real into santander cultural.

11/30/2009
  Merger of santander Asset Management distribuidora de 
títulos e valores Mobiliários ltda. into santander Brasil Asset 
Management distribuidora de títulos e valores Mobiliários s.A., 
which is under approval by the central Bank.

  Merger of santander Brasil Arrendamento Mercantil s.A. into 
santander leasing s.A. Arrendamento Mercantil, which is under 
approval by the central Bank.

12/1/2009 
  sale of 99% of the shares of ReB empreendimentos 
e Administradora de Bens s.A., held by Banco santander  
(Brasil) s.A., to capital Riesgo global, scR de Régimen 
simplificado, s.A.

subsequent events
a) getnet Association

on January 14, 2010, Banco santander executed the contract 
and corporate instruments with getnet tecnologia em captura e 
Processamento de transações eletrônicas hua ltda. (getnet) to, 
jointly, operate, develop and offer, in the Brazilian Market, services 
to capture and process credit and/or debit cards transactions.
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b)  early redemption of subordinated cdB
(Bank deposit certificate)

 on January 22, 2010, the Bank carried out the early redemption 
of a subordinated Bank deposit certificate issued by Banco 
santander, s.A. (spain), with original maturity on March 25, 2019, 
in the amount of R$1,507,000, pursuant to an authorization 
granted by the central Bank of Brazil on January 8, 2010. 

the early redemption had the intention to improve the Bank’s 
funding structure.

executive summary
the year 2009 was full of achievements for santander in Brazil. 
Besides holding the largest public share offering in Brazil, it was 
the first year we operated jointly as Banco santander and Banco 
Real. With this merger, we got the opportunity to seek, over the 
course of 2009, for the best practices in each bank in order to 
meet our client needs in the most effective way. 

santander recorded net income of R$ 5,508 million in 2009, 
40.8% increase compared to 2008. the growth is even higher 
than the 30.3% growth between the first nine months of 2009 
and 2008.

total equity in december reached R$ 40,954 million, excluding 
the R$ 28,312 million related to the goodwill on the acquisition 
of Banco Real and Real seguros vida e Previdência. Average 
return on equity adjusted for goodwill was 19.3%, a 2.6 p.p. 
increase compared to the same period of 2008.

We highlight the evolution of net interest income during the 
year, which was 15.3% in twelve months (or R$2,936 million), 
mainly due to the 12.4% growth in the average credit volume in 
the period.

Another highlight is the 5.1% decline in general expenses, largely 
due to the synergies obtained from retaining the best practices of 
each bank.

the performance indictators show positive evolution:

Performance Indicators: the cost/Income Ratio in 2009 reached 
35.0%, a 9.1 p.p. drop from 2008. Recurrence Ratio (net 
commissions / general expenses) was 57.0%, up 6.1 p.p. in 
twelve months, and Roe (adjusted for goodwill) rose by 2.6 p.p to 
reach 19.3% 

sound Balance sheet: the BIs ratio came to 25.6% in december, 
10.9 p.p. up in twelve months. the coverage ratio was 102% at 
the year end.

the credit porfolio grew by 1.7% in twelve months, resulting, on 
the one hand, from the lower credit demand from companies and, 
on the other, by the foreign exchange variation, which affected 
our foreign currency portfolio. 

In Q42009, there was an acceleration in growth as compared to 
the average growth rates of the other three quarters.

credit growth was led by loans to individuals, which grew 10.7% 
in twelve months to reach R$ 43,352 million in december 2009. 
the growth drivers were credit cards, payroll loans and real 
mortgage loans. 

total clients deposits1 in 2009, including investment funds, came 
to R$242,079 million, a 5.3% increase over 2008, led by savings 
deposits (22.2% up) and investment funds (22.4% up).

1 Iincludes savings, demand deposits, time deposits, debentures, lcA and lcI.
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Income Statements (R$ Million ) 2009 2008
Var

2009x2008

net Interest Income 22,167 19,231 15.3%

Income from equity instruments 30 39 -23.1%

share of results of entities accounted for using the equity method 295 305 -3.3%

net fees 6,238 5,866 6.3%

fee and commission income 7,148 6,849 4.4%

fee and commision expense (910) (983) -7.4%

gains (losses) on financial assets and liabilities (net) + 
exchange differences (net) 2,665 777 243.0%

other operating income (expenses) (116) (75) 54.7%

Total income 31,279 26,143 19.6%

general expenses (10,947) (11,532) -5.1%

Administrative expenses (5,436) (5,858) -7.2%

Personnel expenses (5,511) (5,674) -2.9%

depreciation and amortization (1,249) (1,236) 1.1%

Provisions (net)1 (3,481) (1,702) 104.5%

losses on assets (net) (10,868) (6,665) 63.3%

Allowance for loan losses² (9,983) (6,573) 51.9%

losses on other financial assets (net) (885) (82) n.a.

net gains on disposal of assets 3,403 54 n.a.

Net profit before tax 8,137 5,072 60.4%

Income tax (2,629) (1,159) 126.8%

Net profit 5,508 3,913 40.8%

1 Includes provisions for civil, labor and others litigations.
2 Includes recoveries of loans previously written off.

Income statement

santander’s Results 
in Brazil
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NET INTEREST INCOME (R$ million) 2009 2008
Var

2009x2008

Credit 16,880 14,382 13.8%

Average volume 133,878 119,157 12.4%

spread 12.6% 12.4% 0.2%

Deposits 921 1,007 -8.5%

Average volume1 103,319 98,323 5.1%

spread 0.9% 1.0% -0.1%

Non-interest bearing liabilities and others 4,366 3,392 28.7%

Total net interest income 22,167 19,231 15.3%

1Includes demand deposits, saving deposits and time deposits.

Gains (losses) on financial assets and liabilities (net) 
+Exchange Differences

gains (losses) on financial assets and liabilities (net) plus 
exchange differences totaled R$2,665 million in 2009, an 
increase of 243.0% (R$1,888 million) over the R$777 million in 
2008.

this increase is chiefly due to the R$ 1,146 million gain related 
to the hedging activities of the cayman branch’s equity foreign 
exchange exposure, against a R$600 million loss in 2008. 

this strategy is used to mitigate the exchange rate variation 
effects of offshore investments on net income. the gain of 
R$1,146 million was offset by losses of aproximatedly the same 
amount recorded in taxes.

Gains (Losses) on Financial Assets And
Liabilities (Net) (R$ Million) 2009 2008

Var
2009x2008

Total 2,665 777 243.0%

hedge cayman 1,146 (600) n.a.

total excluding cayman hedge 1,519 1,377 10.3%

net interest income in 2009 reached R$ 22,167 million, an 
increase of 15.3% or R$ 2,936 million compared to R$ 19,231 
million in the same period last year. the increase was mainly 
driven by the 12.4% growth in the average credit volume in 
twelve months.

Net interest income  
R$ million

1Q09

5,172

3Q09

5,656

4Q08

5,384

2Q09

5,489

4Q09

5,850
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Net Fees

net fees totaled R$6,238 million in 2009, a 6.3% increase over 
2008. the year 2009 was marked by a stricter regulatory envi-
ronment than in 2008, when a few banking fees were curbed 
and Banco santander carried out an alignment of fees between 
Banco Real and santander. the line that was most affected by 
these events was banking fees, which rose by 3.4% in twelve 
months.

fees from insurance and capitalization (also called savings 
bonds) were the highlights of 2009, growing by 23.4% in twelve 
months, mainly due to new products offering in the Real branch 
network, such as car insurance, housing insurance and loan 
protection insurance.

Revenues from credit cards grew substantially, mainly due to 
the expansion of the client base and the higher penetration 
of related products, in addition to the seasonal effect on the 
business. the acquisition of Banco Real brought to santander 
oportunities to cross sell products and roll out best practices.

capital market commissions grew by 30.6% in the year, mainly 
due to the increase on fees on large transactions with whole-
sale banking clients and on santander’s public shares offering.

Net fees (R$ million ) 2009 2008
Var

2009x2008

Banking fees 2,458 2,376 3.4%

Insurance and capitalization 1,042 844 23.4%

Asset Management 737 830 -11.2%

credit and debit cards 746 635 17.5%

Receiving services 502 442 13.5%

collection 388 329 17.9%

Bills, taxes and fees 114 113 0.7%

capital markets 539 413 30.6%

foreign trade 384 397 -3.2%

others1 (171) (72) 136.5%

Total 6,238 5,866 6.3%

1 Includes taxes and others

672009 AnnuAl RePoRt econoMIc And fInAncIAl InfoRMAtIon 



Administrative Expenses (R$ million) 2009 2008
Var

2009x2008

specialized third-party technical services 1,449 1,450 -0.1%

Property maintenance and conservation 1,043 888 17.5%

data processing 898 1,049 -14.4%

Advertising, promotions and publicity 497 613 -18.9%

communications 613 806 -23.9%

transport and travel 168 180 -6.7%

security and surveillance 469 492 -4.7%

others 299 380 -21.3%

Total 5,436 5,858 -7.2%

General Expenses

general expenses (administrative + personnel) totaled 
R$10,947 million in 2009, down 5.1% (or R$585 million) 
from R$11,532 million in 2008. the reduction is mainly 
due to the synergies resulting from the incorporation 
of Banco Real by Banco santander, which over the 
last 12 months have amounted R$1.1 billion.

In 2009, administrative and personnel expenses fell 
7.2% and 2.9%, respectively, from 2008. Administrative 
expenses reached R$5,436 million and personnel 
expenses R$5,511 million in the period. 

As a result, the efficiency ratio (general expenses divided by 
total revenue) decreased from 44.1% in 2008, to 35.0% 
in 2009, an improvement of 9.1 p. p. in the period.

Efficiency Ratio  
%

2009

35

2008

44.1

Personnel Expenses (R$ million ) 2009 2008
Var

2009x2008

salaries 3,364 3,571 -5.8%

social security and pension plans 971 944 2.9%

Benefits 749 678 10.5%

training 88 85 3.5%

others 339 396 -14.4%

Total 5,511 5,674 -2.9%
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Result of Allowance 
for Loan Losses (R$ million ) 2009 2008

Var
2009x2008

expense for allowance for loan losses (10,502) (7,240) 45.3%

Income from recovery of credit written off as loss 538 667 -19.4%

Total (9,983) (6,573) 51.9%

Allowance for loan losses

Allowance for loan losses amounted to R$10,520 million in 2009, 
45.3% up on 2008. 

With the international financial crisis, which impacted Brazil since 
the end of 2008, we noticed an increase in non-performing loans, 
especially from small and medium companies. 

In response to the crisis, we made adjustments in our policies and 
strategies to maintain the levels of risks that are compatible with 
the risk management profile of the santander group, with policies 
and strategies customized for each of our business segments.

Delinquency Ratio in IFRS (over 90 days)

due to the impact of the global economic crisis on the Brazilian 
economy, the delinquency rate (portfolio overdue by more than 
90 days plus loans with high risk of delinquency) grew from 
5.7% in december 2008 to 7.7% in 3Q2009. In 4Q delinquency 
rates changed trends and declined to 7.2% in december 2009, 
signaling the beginning of an improved cycle in the credit 
portfolio.

the delinquency behavior in corporate and individual loan 
segments throughout 2009 showed the same pattern set out in 
the above paragraph. however the range of movements in the 
corporate segment was sharper. the decline in rates as of the 
3Q2009 was 2.2 p.p. in corporate loans and 1.4 p.p. in indivi-
dual loans. on the other hand, the speed of recovery of 4Q2009 
indicators was higher for corporate loans than individual loans: 
0.8 p.p. and 0.4 p.p., respectively.

from the fourth quarter of 2008, Banco Real’s credit policies were 
progressively aligned to Banco santander’s, which impacted the 
allowance for loan losses in the fourth quarter of 2008 and the 
first quarter of 2009. 

the allowances increased until the third quarter of 2009. In 
the fourth quarter, however, they fell 26.6% from the previous 
quarter, mainly due to a campaign held at the end of the year 
for settlement of portfolio in arrears until 90 days and shows the 
beginning of a credit quality recovery cycle.

for a better comparison of our indicators with the local market 
we also show data based in BR gAAP figures.

1 Portfolio overdue by more than 90 days plus loans with high default risk / credit portfolio.

Delinquency1 – IFRS
%

4Q08 1Q09 2Q09 3Q09 4Q09

6.0
7.0

7.7
7.2

5.7

3.9 4.2
5.7 6.1

5.3

8.3 8.6

8.8

9.7
9.3

Corporate

Total

Individual
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Delinquency Ratio in BR GAAP  
(over 90 days)

first of all we note that the delinquency rate metric in IfRs is 
more conservative than that of BR gAAP. Although both metrics 
use the same reference period to determine loans overdue (90 
days) there are other differences in criteria that explain the fact 
that the IfRs metric is consistently higher than the BR gAAP 
metrics. Whilst the IfRs delinquency rate represented 7.2% of 
the total portfolio in december 2009, the BR gAAP delinquency 
rate was 5.9% on the same date. only the BR gAAP delinquency 
rate is comparable with the delinquency rates disclosed by other 
Brazilian banks.

Although at different levels, the behavior of both IfRs and BR 
gAAP delinquency rates throughout time are rather similar:  
a) in both cases delinquency peaks took place in the 3Q; b) the 
range of movements was higher in corporate loans than  
in individual loans.

1Portfolio overdue by more than 90 days / credit Portfolio BR gAAP.
2Portfolio overdue by more than 60 days / credit Portfolio BR gAAP.

Delinquency1 – BR GAA P (over 90)

4Q08 1Q09 2Q09 3Q09 4Q09

5.0

6.2 6.5
5.9

3.9
PJ

Total

PF

6.4

7.2

7.4
7.9 7.8

2.0
3.2

5.1 5.3
4.2

Coverage Ratio (IFRS)

the coverage ratio is obtained by dividing the allowance for loan 
losses by loans overdue more than 90 days plus performing loans 
with high delinquency risk. In december 2009, the indicator 
reached 102%, a 4 p.p. decline year-over-year.

NPL2 – BR GAAP

4Q08 1Q09 2Q09 3Q09 4Q09

6.2

7.6 7.7
6.8

5.0

PJ

Total

PF

8.0

8.9

9.2 9.4 9.2

2.6
4.0

6.2 6.1
4.7

Coverage – IFRS  
%

1Q09

106.8

2Q09

97.1

3Q09

101.0

4Q09

101.7

4Q08

105.8

Non-Performing Loans  
(over 60 days in BR GAAP)

nonperforming loans reached 6.8% in the fourth quarter of 
2009. throughout the year 2009, we observed a deterioration 
in the quality of the loan portfolio, which suffered impact of 
the financial crisis. After four quarters of growth, the indicator 
improved in 4Q09, declining 0.9 p.p. from the previous quarter.
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Provisions (Net) 

Provisions mainly include provisions for civil, labor and  
others litigations, in addition to expenses with operational  
and commercial integration (restructuring fund). this fund  
has been constituted using proceeds from the divestment  
of certain equity holdings in the third quarter of 2009, which  
we mentioned previously.

Taxes

tax expenses include mainly two components: income tax and 
social contribution. Income tax is calculated at a rate of 15% 
plus an additional rate of 10% on taxable income exceeding 
R$240,000 per year.

social contribution is calculated at a rate of 15% on adjusted 
net income (for financial institutions) (9% from January 1 to April 
30, 2008). deferred taxes on assets and liabilities are calculated 
based on the temporary differences between booked income 
and taxable income (temporary differences), tax losses and 
adjustments to fair value of securities and derivatives. In addition, 
we pay PIs and cofIns at 4.65% on certain revenues, net of 
certain expenses.

Provisions (net) totaled R$3,481 million in 2009, 105% (R$1.8 
billion) more than the 2008 amount of R$1,702 million, mainly due 
to the additional allocation to the restructuring fund.

Provisions (R$ million) 2009 2008
Var

2009x2008

Provisions¹ (1,751) (1,739) 0.7%

contingencies (1,729) 37 n.a.

Total (3,481) (1,702) 104.5%

under IfRs, since PIs and cofIns taxes are assessed on the basis 
of certain revenues net of certain expenses, they are classified as 
income taxes.

In 2009, an increase of 126.8% in the tax line, compared to the 
same period last year, can be explained mainly by the effect of the 
foreign exchange hedge.

the increased taxes resulting from the group’s higher income 
were compensated by the tax gains on the goodwill from  
Banco Real.

1 Includes provisions for civil, labor and others litigations.
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Assets (R$ milion) 2009 2008
Var

2009x2008

cash and balances with the Brazilian central Bank 27,269 23,701 15.1%

financial assets held for trading 20,116 19,986 0.7%

other financial assets at fair value through profit or loss 16,294 5,575 192.3%

- loans and advances to credit institutions 1,907 4,047 -52.9%

- loans and advances to customers 389 1,435 -72.9%

- others 211 93 126.9%

- equity Instruments 13,787 - n.a.

Available-for-sale financial assets 46,406 30,736 51.0%

loans and receivables 152,163 162,725 -6.5%

- loans and advances to credit institutions 24,228 26,692 -18.4%

- loans and advances to customers 138,005 141,214 -2.3%

- Allowances for credit losses (10,070) (8,181) 23.1%

tangible assets 3,702 3,829 -3.3%

Intangible assets 31,618 30,995 2.0%

- goodwill 28,312 27,488 3.0%

- others 3,306 3,507 -5.7%

tax assets 15,779 12,920 22.1%

other assets 2,626 3,723 -29.5%

Total assets 315,973 294,190 7.4%

Balance sheet

Liabilities (R$ million) 2009 2008
Var

2009x2008

financial liabilities held for trading 4,435 11,210 -60.4%

financial liabilities at amortized cost 203,567 213,974 -4.9%

- deposits from the Brazilian central Bank 240 185 29.7%

- deposits from credit institutions 20,956 26,326 -20.4%

- customer deposits 149,440 155,495 -3.9%

- Marketable debt securities 11,439 12,086 -5.4%

- subordinated liabilities 11,304 9,197 22.9%

- other financial liabilities 10,188 10,685 -4.7%

Insurance contracts 15,527 - n.a.

Provisions2 9,480 8,915 6.3%

tax liabilities 9,457 6,156 53.6%

other liabilities 4,241 4,098 3.5%

Total liabilities 246,707 244,353 1.0%

total equity3 69,266 49,837 39.0%

Total liabilities and equity 315,973 294,190 7.4%

1  under Brazilian income tax rules, gains (losses) resulting from the impact of changes in the BRl_usd exchange rate on our dollar denominated investments in cayman are not taxeble (tax 
deductible). this tax treatment leads to foreign exchange rate exposure in the tax line. A hedging portifolio, comprised of derivatives, is set up in such a way that the net profit is insensitive to this 
tax related foreign exchange exposure. though, our effective tax rate is still impacted by foreign exchange movements.

2 Provisions for pensions and contingent liabilities.
3 Includes minority interest and adjustment to market value.

total assets stood at R$ 315,973 million on december 31, 2009, 
an increase of 7.4% up on previous year. the credit portfolio 
amounted to R$ 138,394 million, whereas the security portfolio 
equalled to R$ 80,616 million, mainly government securities 

the R$21,781 million growth in total assets is mainly due to 
the incorporation of the insurance company, reflected mainly in 
“other financial assets at fair value through profit or loss” and 
“liabilities for insurance contracts”.
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Securities (R$ million ) 2009 2008
Var

2009x2008

Public securities 54,495 37,493 45.3%

Private securities 7,221 4,027 79.3%

PgBl / vgBl pension fund quotas 13,787 - n.a.

financial instruments 5,113 9,401 -45.6%

Total 80,616 50,921 58.3%

Credit Portfolio

the credit portfolio grew 1.7% in twelve months, totaling  
R$ 138.4 billion. the appreciation of the Real against the dollar 
significantly impacted our credit portfolio during the year. Without 
this impact, credit grew 5.4% year-on-year. Moreover, under IfRs, 
the credit portfolio does not include the acquisition of portfolio 
with joint liability. Including the acquisition, the year-on-year credit 
growth (without the foreign exchange effect) is 6.7%.

Loans to individuals

In december 2009, loans to individuals increased 10.7% in 
twelve months to reach R$ 43,352 million. the growth was 
mainly driven by credit cards, payroll and mortgage loans.

the volume of credit cards grew 21.4% in twelve months 
reaching 8,472 million in 2009. the sustained growth of this 
product was driven by the strategy to increase market share and 
profitability through product innovation and aggressive client 
acquisition efforts. the growth in the quarter was mainly due to 
the seasonal revenue effect and the expansion of the client base.

the payroll loan portfolio grew 33.0% in twelve months 
to R$ 10,176 million at the end of december 2009. 
of this, R$7,956 million was originated by santander 
itself and R$2,220 million was purchased from other 
banks (which is not accounted as credit portfolio).

In 2009, we acquired the amount of us$ 1,977 million loan 
portfolio through our office in cayman, which us$ 807 million 
 in the third quarter and us$ 1,170 million in the fourth quarter 
of 2009.

the year 2009 was marked by the financial crisis, which 
affectedmainly the corporate segment. faced with this adverse 
scenario, santander has adopted more conservative credit policies.

Breakdown of credit to clients (R$ million) 2009 2008
Var

2009x2008

Individuals 43,352 39,153 10.7%

consumer financing 24,627 24,757 -0.5%

sMes 32,417 34,289 -5.5%

corporate 37,998 37,839 0.4%

Total 138,394 136,039 1.7%

total guarantees 20,967 25,405 -17.5%

Total credit with guarantees 159,361 161,444 -1.3%

Mortgage loans grew 16.8% in twelve months reaching R$ 5,226 
million. In 2009, we implemented the mortgage platforms for 
individuals and corporate in santander’s network. the platforms, 
already in operation at Banco Real, facilitate the process and 
relations with clients and have support of mortgage lending 
specialists, who assist the sales force in order to speed up the 
lending process.

Individuals  
(R$ billion)

1Q09

40.6

2Q09

41.3

3Q09

42.4

4Q09

43.3

4Q08

39.1
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Consumer Finance

the consumer finance portfolio fell by 0.5% in the year reaching 
R$ 24,627 million in december 2009. the performance can 
be explained by the review of the business model, which 
prioritizes the profitability to market share. We note that 
in the 4Q2009 we saw growth in this segment resume.

this portfolio is managed by Aymoré crédito, financiamento e 
Investimento s.A., a financial institution specialized in granting 
loans directly to consumers or through correspondents, whose 
main business is the financing vehicle, which represents 
approximately 80% of the total portfolio. the acquisition of 
Banco Real complemented santander’s operations, which had 
a relatively small share in the consumer financing market.

Corporate Loans

loans to large companies totaled R$ 37,998 million, 
an increase of 0.4% in the year. the appreciation of 
the BRl versus the usd in 2009 had a significant 
impact on the performance of this portfolio.

loans to small and medium companies dropped 5.5% in twelve 
months as a result of the crisis, which implied lower demand for 
credit from these companies. In this segment we also witnessed  
a resumption of growth in the 4Q2009.

SMEs

Corporate

Corporate and SMEs Loans 
(R$ billion)

34.3

37.8

4Q08

72.1

32.9

39.3

1Q09

72.2

31.7

36.8

2Q09

68.5

32.4

38.0

4Q09

70.4

31.0

35,3

3Q09

66.3

Consumer Financing 
(R$ billion)

1Q09

24.3

2Q09

24.3

3Q09

24.2

4Q09

24.6

4Q08

24.8
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Deposits and investment Funds

total deposits from clients, including investment funds, 
came to R$242,079 million in 2009, 5.3% higher than in 
2008. the highlights were saving deposits, with growth of 
22.2%, and investment funds, with growth of 22.4%.

due to the comfortable liquidity position in 2009, supported by 
the proceeds from santander’s public offering, the funding mix 
changed, with time deposits representing a lower share, dropping 
from 59% in 4Q08 to 53% in 4Q09. the 14.8% or  
R$ 13,136 million drop in time deposits was concentrated among 
institutional clients, which ensures greater stability to the deposit 
base, besides bringing down funding costs.

Savings  
(R$ billion)

1Q09

20.4

2Q09

21.4

3Q09

22.9

4Q09

25.2

4Q08

20.6

Funding (R$ million) 2009 2008
Var

2009x2008

demand deposits + Investment Account 15,140 15,298 -1.0%

savings deposits 25,217 20,643 22.2%

time deposits 75,771 88,907 -14.8%

debentures/lcI/lcA1 27,544 24,686 11.6%

Customer Deposits 143,672 149,534 -3.9%

Assets under management 98,407 80,402 22.4%

Total 242,079 229,936 5.3%

1Repurchase Agreement (debentures), Real estate credit notes (lcI) and Agribusiness credit notes (lcA).
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Funding vs. Credit (R$ million) 2009 2008
Var

2009x2008

funding from clients 143,672 149,534 -3.9%

(-) compulsory deposits (23,638) (20,482) 15.4%

funding from clients net of compulsory 120,034 129,052 -7.0%

Borrowing and onlendings 19,409 25,282 -23.2%

subordinated debts 11,304 9,197 22.9%

funding Abroad 4,223 5,573 -24.2%

Total Funding (A) 154,970 169,104 -8.4%

Total Credit (B) 138,394 136,039 1.7%

B / A (%) 89% 80% 8.9 p.p.

OWN RESOURCES and BIS (R$ million)* 2009 2008
Var

2009x2008

Adjusted tier I Regulatory capital1 42,360 23,033 83.9%

tier II Regulatory capital 9,973 8,504 17.3%

Tier I and II Regulatory Capital2 52,333 31,537 65.9%

Required Regulatory capital 22,484 23,527 -4.4%

Risk-weighted assets 204,400 213,882 -4.4%

Basel II Ratio 25.6% 14.7% 10.9%

* Amounts calculated based on the consolidated information of the financial institutions (financial group).
1 excluding the effect of goodwill relating to the merger of the shares of Banco Real and AAB dois Par as per international rules.

Credit/Funding Ratio

the following table shows the sources of funds used in 
credit operations. In addition to deposits from clients, net 
of reserve requirements, it is necessary to add external and 
internal funding, as well as securities issued abroad.

BIS Ratio

financial institutions are required to maintain a Available capital 
consistent with their activities, higher than the minimum of 
11% of their risk wheighted assets. In July 2008, new capital 
measurement rules under the Basel II standardized Approach 
came into effect, which included a new methodology for credit 
and operational risks.

the above ratio already takes into account the impact of 
dividends and interest on equity approved by the board of 
directors in december 2009. It is worth mentioning that this ratio 

on december 31, 2009, the ratio of credit portfolio to 
total funding from clients was 89%, reflecting the Bank’s 
comfortable liquidity position, with funding exceeding 
the credit portfolio by R$16.5 billion. Moreover, 77% 
of the total funding comes from clients through our 
extensive branch network and from corporate clients.

does not include the goodwill not amortized while calculating the 
available capital.

Tier II

Tier I

BIS Ratio  
(%)

4.9

20.7

25.6

2009

4.0

10.8

2008

14.7
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economic and financial information 
per segment
the Bank operates in three key business segments:  
commercial Banking, global Wholesale Banking and  
Asset Management and insurance. 

Commercial Banking Global Wholesale Banking 
Asset Management  
and insurance

• Bank
Individuals
small and medium sized companies with gross 
annual revenues below R$ 250 million.

• global corporate customers (or global 
Banking Markets – gB&M)

• Asset Management

• companies with gross annual revenues between 
R$ 30 million and R$ 250 million.

• treasury • Insurance

• companies with gross annual revenues in excess 
of R$ 250 million. (excluding global corporate 
customers)

• consumer finance.

R$ million

Income Statement (Condensed)
Commercial  

Banking
Global Whole-

sale Banking
Asset Management 

and insurance Total Bank

NET INTEREST INCOME 20,260 1,767 140 22,167

variable Income loss (profit) 30 - - 30

equity in the earnings of subsidiary companies 295 - - 295

net fee and commission income 4,970 863 405 6,238

gains/losses over financial assets and liabilities 1,752 859 54 2,665

other operating income (expenses) -281 -23 188 -116

TOTAL INCOME 27,026 3,467 787 31,280

Personnel expenses -4,972 -474 -65 -5,511

other administrative expenses -5,213 -175 -48 -5,436

depreciation & amortization of tangible  
and intangible assets -1,176 -39 -34 -1,249

(net) Provisions -3,389 -45 -46 -3,481

loss with financial assets (net) -9,883 -83 - -9,966

loss for non recovery of other assets (net) -899 0 -1 -901

other financial gains (losses) 3,401 0 0 3,401

PROFIT BEFORE TAXES 4,895 2,651 592 8,137

In 2009, the commercial bank represented 60% of the profit 
before taxes (IfRs) with a 68% growth versus the 2008 Proforma 
results. gB&M represented 33%; asset management and insuran-
ce 7%.

Profit before taxes - 2009
R$ million

Commercial Banking

Global Wholesale Banking

Asset Management 
and Insurance

33%

60%

7%
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Commercial Banking

the activities of the commercial banking segment include 
products and services focused on retail customers, consumer 
financing, corporate loans (other than global customers serviced 
by the global Wholesale Bank). our retail customer base includes 
individuals, small and medium sized companies with annual gross 
income below R$ 30 million and certain state owned entities.

Profit before taxes for the commercial Bank totaled R$ 4.9 billion 
in 2009, a 68% jump versus the 2008 proforma statement. total 
income grew by 18% in the same period, and we highlight the 
14% growth in the net interest income line. Personnel expenses 
fell 1% and administrative expenses declined 7%, as a result of 
the synergies in connection with the acquisition of Banco Real. 
losses with financial assets grew by 51% year over year as a 
consequence of the global financial crisis.

For the year ended on December 31.  
In R$ million

commercial Banking 2009
2008

pro forma
Var.

2009/2008

net interest income 20,260 17,719 14%

variable Income loss (profit) 30 39 -23%

equity in the earnings of subsidiary companies 295 305 -3%

net fee and commission income 4,970 4,866 2%

other operating income (expenses) 1,471 -35 n.a.

Total Income 27,026 22,894 18%

Personnel expenses -4,972 -4,998 -1%

other administrative expenses -5,213 -5,621 -7%

depreciation & amortization of tangible and intangible assets -1,176 -1,160 1%

Provisions (net) -3,389 -1,631 108%

losses with financial assets (net) -9,883 -6,533 51%

other financial gains (losses) 2,503 -32 n.a.

PROFIT BEFORE TAXES 4,895 2,919 68%

Profit Before Taxes
R$ million

2,919

2008
(pro forma)

4,895

2009

68%
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Global Banking & Marketing – GB&M

the wholesale segment has its focus on global corporate 
customers, with a total of 700 large sized Brazilian corpora-
tions and multinational conglomerates, including some of the 
largest corporations operating in Brazil. It also services global 
subsidiaries. In this segment customers are spread through a 
wide range of sectors, including energy and natural resources, 
telecommunications, financial, construction and infrastructures, 

agribusiness, retail, manufacturing (including automakers) 
and services. operating profit before taxes for the global 
Wholesale Bank totaled R$ 2.6 billion in 2009, a 44% jump 
versus the 2008 proforma statement. total income grew 
by 23% in the same period, and we highlight the 35%  
growth in the commission line. Personnel and administra-
tive expenses were down 24% and 15%, respectively.

For the year ended on December 31.  
In R$ million

global Wholesale Bank
2009

2008
pro forma

Var.
2009/2008

net interest income 1,767 1,440 23%

  net fee and commission income 863 641 35%

gains (losses) with financial assets and liabilities 859 796 8%

other operating income (expenses) -23 -66 -65%

Total Income 3,467 2,811 23%

Personnel expenses -474 -622 -24%

other administrative expenses -175 -207 -15%

depreciation & amortization of tangible and intangible assets -39 -72 -46%

net provisions -45 -38 18%

loss with financial assets (net) -83 -37 124%

PROFIT BEFORE TAXES 2,651 1,835 44%

Profit Before Taxes
R$ million

1,835

2008
(pro forma)

2,651

2009

44%
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Asset Management and Insurance

santander Asset Management manages third party assets via 
mutual funds, private pension funds and investment portfolios 
for both individuals and corporations. In insurance we offer retail 
customers and small and medium sized companies a number of 
products such as life and accident insurance, home insurance, 
lenders, loss and theft of credit cards and private pension plans 
(which are considered as insurance by the applicable laws) and 
“capitalização” (savings bonds) products. 

Profit before taxes in the asset management and insurance 
was R$ 592 million in 2009, an 87% growth versus the 2008 
proforma results, largely due to the merge of santander seguros 
in the 3Q2009, which consolidates the insurance, private pension 
and “capitalização” businesses. In the same period total income 
grew 80% also as a result of the said merger and personnel and 
administrative expenses grew by 23% and 60%, respectively.

For the year ended on December 31.  
In R$ million

Asset Management and Insurance 2009
2008

pro forma
Var.

2009/2008

net interest income 140 72 94%

net fee and commission income 405 358 13%

gains (losses) with financial assets and liabilities 54 7 n.a

other operating income (expenses) 188 0 n.a

Total Income 787 437 80%

Personnel expenses -65 -53 23%

other administrative expenses -48 -30 60%

depreciation & amortization of tangible and intangible assets -34 -4 n.a

Provisions (net) -46 -32 44%

other assets -2 -1 n.a

PROFIT BEFORE TAXES 592 317 87%

Profit Before Taxes
R$ million

318

2008
(pro forma)

592

2009

87%
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A differentiated risk 
management model

santander’s risk management 
model is a combination of good 

judgment and market knowledge.

Key IndIcAtoRs

MessAge fRoM the chAIRMAn of the BoARd  
of dIRectoRs of sAntAndeR In BRAzIl

MessAge fRoM the PResIdent of sAntAndeR In BRAzIl 

PRofIle

coRPoRAte goveRnAnce

MARKet of oPeRAtIons

stRAtegy And MAnAgeMent

BusInesses

econoMIc And fInAncIAl InfoRMAtIon

RIsK MAnAgeMent
IntAngIBle Assets

socIAl And cultuRAl InvestMent

envIRonMentAl MAnAgeMent

sAntAndeR In the WoRld

 IfRs fInAncIAl stAteMents

BR gAAP fInAncIAl stAteMents

gRI IndIcAtoRs

IndePendent AudItoRs´ lIMIted AssuRAnce RePoRt
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In the midst of the scenario of low liquidity and volatility brought 
on by the international crisis, santander supported its clients by fi-
nancing debts and sought to set the size of installments to reflect 
debtors’ payment capacity. to make this a reality, solutions were 
sought for the needs of each individual client, a challenge that 
involved employees from different areas and used best experien-
ces in the development of new products.

the risk area played a key role in this process, showing the im-
portance of an adequate approach to protect the bank’s business. 
It should be pointed out that the integration process of the risk 
areas in 2009 resulted in the improvement of the management 
model and policies for both the operational risk and the internal 
control system. this union also incorporated the business conti-
nuity management model, developing an adequate assessment 
for the prevention of impacts resulting from the eventual interrup-
tion of business caused by external events. 

Principles of a differentiated risk management

1. Independence from the risk function in relation to business;

2. commitment to supporting the achievement of business 
objectives, striving for cooperation between business and risk 
managers;

3. collective decision-making, including the branch network, 
thereby ensuring the existence of different points of view and 
avoiding decisions being made by individuals;

4. use of tools of internal rating and credit scoring, RoRAc (Return 
on Risk Adjusted capital), vaR (value at Risk), economic capital, 
scenario assessment, to name a few;

5. global approach, including the integrated treatment of risk 
factors in the business units and the use of the concept of 
economic capital as a consistent metrics for risk undertaken and 
for assessing management;

6. Retention of a predictable profile with conservative risk 
(medium-low) and low volatility in relation to credit and market 
risks. this is done by diversifying the portfolio, limiting the 
concentrations of clients, groups, sectors or geographic regions, 
reducing the complexity level of market operations, the social 
and environmental risk analysis of business and projects financed 
by the bank (see box) and continuous monitoring to prevent the 
portfolios from deteriorating.

Risk governance
the structure of the santander Risk committee is based on cor-
porate standards. the approval levels of the executive operational 
Risk committees are set by the grupo santander Risk committee, 
and include the following responsibilities:

  to ensure local policies are implemented and adhered to in 
accordance with corporate standards;

 to authorize the use of local management tools and risk models 
and to be familiar with the result of their internal validation;

  to guarantee santander’s activities are consistent with the risk 
tolerance level previously approved by grupo santander.

  to be aware of, assess and adhere to any timely observations 
and recommendations that come to be made by the supervisory 
authorities in the fulfillment of their duties;

  to resolve transactions beyond the jurisdiction of the authority 
delegated to the remaining levels of management, in addition to 
establishing the global limits of risk pre-assessment of economic 
groups or in relation to exposure by type of risk.

the executive operational Risk committee delegated some of its 
prerogatives to the Risk committees, which are structured accor-
ding to business, type and sector. the risk function at santander 
is carried out by the executive vice-Presidency for Risk, which is 
independent from the business areas and reports to the presi-
dent of santander and to the person in charge of risk at grupo 
santander.

the executive vice-Presidency for Risk is divided into:

  structure of methodology and control, which adapts the policies, 
methodologies and the risk control systems. this structure is 
made up of several units organized by risk type (solvency risk, 
market and methodology risk);

  Business structure, focused on the performance and integration 
of santander’s risk management function in business. this en-
compasses the units of retail risk, wholesale risk, credit recovery 
and social and environmental risk.

Pisco del gaiso
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Risk Management
the bank operates in tandem with the risk policies of grupo 
santander, in line with local and global performance objectives. It 
follows the instructions of the Board of directors, the regulations 
of the central Bank of Brazil and international good practices, 
aiming to protect capital and ensure the profitability of business.

santander is exposed to the following main risks in its operations:

Santander - Gross exposure to credit risk (R$ million)

Withdraw-
als - Clients

With-
drawable 

-Clients

Sovereign 
fixed 

Income
(Excl. 
Trad).

Private 
fixed 

income
(Excl. 
Trad).

Withdraw-
als - credit 

entities

With-
drawable 

-credit 
entities

Deriva-
tives and 

Repos 
(CRE) Total

Variation 
over Dec. 

08

dec09 159,465,631 77,789,371 41,987,587 3,043,193 36,437,270 - 13,972,122 332,695,176 7.5%

  credit risk: exposure to loss in the case of total or partial default 
by clients or counterparties in the fulfillment of their financial 
obligations to the bank. credit risk management seeks to supply 
subsidies for establishing strategies, besides setting limits, 
including the analysis of exposure and trends and the effective-
ness of credit policies. the objective is to maintain an adequate 
minimum profitability which compensates for the estimated 
risk of default of clients and portfolios. Below is a summary of 
santander’s gross exposure to credit risk.

 Market risk: exposure to risk factors such as interest rates, 
foreign exchange rates, the price of goods, stock market prices, 
etc., depending on the type of product, the exposure, maturities, 
the terms of the contract and the underlying volatility. Market risk 
management includes practices of measuring and monitoring the 
use of limits that are pre-set by internal committees, of the value 
at risk of the portfolios, of the sensitivities to fluctuating interest 
rates, of exposure to foreign exchange, of liquidity gaps, to name 
a few. this allows for the monitoring of risks that might affect the 
position of the bank’s portfolios in the various markets where it 
operates.

  operational risk: : the possibility of loss resulting from the failure 
or inadequacy of individuals, processes and systems or from 
external events. the management and control of operational risk 
strive for the effectiveness of the internal control system, the 
prevention, mitigation and reduction of events and losses.

  compliance risk: exposure from sanctions imposed by regulatory 
agencies, legal sanctions, physical financial loss or damage to 
the bank’s reputation as a result of non-compliance with laws, 
regulations, principles and rules, norms and codes of conduct 
applicable to its activities. compliance risk management takes a 
proactive approach to the risk of conformity, through monito-
ring, education and communication.

  Reputational risk: exposure resulting from negative public 
opinion, regardless of whether it is based on facts or pure 
speculation. the management of reputational risk is carried out 
by means of responsible involvement in the right business and 
with the right clients.
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Credit risk

santander develops policies and strategies for credit risk 
management with the support of the different business areas, 
responsible for ensuring the adequate validation of the internal 
systems and procedures used for credit risk management. 
these systems and processes are applied in the identification, 
measurement, control and reduction of exposure to credit risk in 
individual operations or those grouped together by similarity.

Participation in client credit portfolio
Per type of client

Per segment

the specialization of the risk function is based on the characteris-
tics of the clients:

  Individualized clients: clients from the wholesale bank, financial 
institutions and certain companies. Risk management is carried 
out by an analyst, established in accordance with the risk under-
taken, and complemented by support tools for decision making 
based on internal risk assessment models;

  standardized clients: individuals and companies not classified as 
individualized clients. the management of these risks is carried 
out using automated decision making and internal risk asses-
sment models, complemented by teams of specialist analysts 
whenever the model lacks scope or precision.

In order to ensure credit operations are carried out safely and in 
accordance with current standards, santander collects docu-
ments and information that establish the necessary volume of 
collateral and provisions and ensure the identification of the 
borrower, the counterparty, the risk involved and its level in 
different categories, the extension of credit and the periodical 
assessments of the risk levels. the policies, systems and proce-
dures used are reassessed annually to ensure they are always in 
accordance with the needs of the bank and the market scenarios.

the credit risk profile undertaken by santander is characterized by 
the diversification of clients and the large volume of retail ope-
rations. Macroeconomic factors, market conditions, sectoral and 
geographic concentration, client profiles and economic outlook 
are also assessed.

Individuals 
47%

Individuals 
31%

corporate
28%

sMes
23%

consumer 
financing
18%

corporate 
53%

Client credit portfolio
R$ million

136,039

2008 2009

138,394
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a) Rating models

santander uses its own internal rating models to measure the 
credit quality of a client or a transaction. each rating is related to 
the probability of delinquency or non-payment, established using 
the bank’s past experience, with the exception of some portfolios 
considered to have a low delinquency probability. santander has 
around 50 internal assessment models that are used in the risk 
approval and monitoring process.

the assessment of the different categories of credit operations 
is carried out in accordance with the criteria of the economic-
financial situation of the client and other registered information, 
the effective reduction of risk in the operation and late payments 

of the financial obligations under the terms agreed upon. new 
operational modalities are submitted for credit risk assessment 
and for verification and adaptation to the controls adopted by  
the bank.

client assessments are frequently reviewed, employing any new 
financial information available and the experience developed in 
the banking relationship. these new assessments are carried out 
more frequently in the case of clients who have attained certain 
levels in the automatic warning systems and also in the case of 
those deemed to require special monitoring. Rating tools are also 
reviewed so that the assessments they provide are progressively 
perfected.

Rating Master Scale

Internal Rating PD Standar & Poor’s
Equivalence with

Moody’s

9.3 0.017% AAA Aaa

9.2 0.018% AA+ Aa1

9.0 0.022% AA Aa2

8.5 0.035% AA- Aa3

8.0 0.060% A+ A1

7.5 0.090% A A2

7.0 0.140%. A- A3

6.5 0.230% BBB+ Baa1

6.0 0.360% BBB Baa2

5.5 0.570% BBB- Baa3

5.0 0.920% BB+ Ba1

4.5 1.460% BB Ba2

4.0 2.330% BB/BB- Ba2/Ba3

3.5 3.710% BB-/B+ Ba3/B1

3.0 5.920% B+/B B1/B2

2.5 9.440% B B2

2.0 15.050% B- B3

1.5 24.000% ccc caa1

1.0 38.260% cc/c caa1/caa2

b) credit loss and cost

othe bank periodically estimates loss related to credit risk and 
compares effective loss to previously estimated values. Prior and 
regular reviews are carried out to keep control over updated 
credit risk and to make exceptions or to renegotiate certain 
operations. It is also possible to increase the level of guarantee 
when necessary.

In order to complement the use of the previously described 
models, santander uses other measurements to facilitate prudent 
and effective credit risk management, based on the identified 
loss. credit risk cost is measured using indicators such as the va-
riation in non-performing loans under recovery, credit provisions 
and lowered net credit.
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Reports on risk management are submitted to the Board of direc-
tors, who ascertains risk management is in line with bank policies 
and strategies. simulations of risk situations are carried out in 
order to assess the need for reviewing pre-established policies 
and limits.

All information on risk management structure and procedures 
is stored at santander and is available to the central Bank of 
Brazil. In addition, information on credit risk management is also 
published in the quarterly financial statements, in order to meet 
the principles of transparency.

c) credit risk cycle 

santander holds a global view of the bank’s credit portfolio 
throughout the various phases of the risk cycle, with a level of 
detail sufficient enough to be able to assess current risks and 
eventual shifts. this mapping is monitored by the Board of direc-
tors and the Risk committee, which establish the risk policies and 
procedures, the limits and delegation of powers, in addition to 
approving and supervising operations of the sector.

the management process consists of identifying, measuring, 
reviewing, controlling, negotiating and deciding upon the risks 
incurred in the bank’s operations. this cycle is made up of three 
distinct phases:

Pre-sale Sale Post-sale

Processes of planning, 
target setting, risk 

assessment by the bank, 
approval of new pro-

ducts, risk analysis and 
the credit rating process 

and limit setting.

decision-making phase 
for pre-classified and 
specific transactions.

Processes of risk 
monitoring, measu-
rement and control, 

and recovery process 
management.

  Risk planning and limits

this is the process that identifies the bank’s interest by means 
of the assessment of business proposals and risk position. this 
process is defined in the global risk limit plan, an agreed- upon 
document for the integrated management of the balance sheet 
and the inherent risks. the limits are based on two basic structu-
res: clients/sectors and products.

In the case of individualized risks, clients represent the most basic 
level, for which individual limits are established (pre-assessment). 
for large corporate groups a pre-assessment model based on an 
economic capital measurement and monitoring system is used. As 
regards the corporate sector, a simplified pre-assessment model 
is applied for clients that meet certain requirements (thorough 
knowledge, rating, etc).

In the case of standardized client risk, the limits are planned 
using credit management programs (Pgc), a document agreed 
upon by the areas of business and risk, and approved by the risk 
committee or its delegated committees. this document contains 
the expected results for the business in terms of risk and return, 
in addition to the limits the activity is subject to and the related 
risk management.

  Risk analysis

Risk analysis is a pre-requisite for the approval of loans to clients 
and consists of examining the counterparty’s ability to meet its 
contractual commitments to santander, which includes analyzing 
the client’s credit quality, its risk operations, its solvency, the 
sustainability of its business, and the expected return taking the 
risk undertaken into account.

this analysis is carried out at preset intervals or whenever a new 
client or transaction arises. In addition, the rating is analyzed 
whenever the warning system is triggered or an event occurs 
affecting the counterparty/transaction.

  transaction decision-making

the purpose of the transaction decision-making process is to 
analyze the same and to adopt solutions thereon, taking into 
consideration the risk appetite and any important factors for 
counterbalancing risk and return. the bank uses, among others, 
the RoRAc methodology (return on risk-adjusted capital) for the 
analysis and pricing in the decision-making process on transac-
tions and business.

1 Pro forma.

Provision for loan losses 
R$ million

9,983

2009

6,573

20081

expenses with allowances for loan losses,  
net of loss recovery

862009 AnnuAl RePoRt RIsK MAnAgeMent 



  Risk monitoring and control

In addition to the functions carried out by the Internal Audit area, 
the executive vice-Presidency for Risk has its own risk monitoring 
area for the control of credit quality, formed by local and global 
teams to which specific managers and resources have been 
assigned. this monitoring area is based on an ongoing process 
of observation, which ensures the early detection of any events 
that might arise in the development of risk, the transactions, the 
clients and their environment, so that preventive action may be 
taken. this monitoring area is specialized by client segment.

A system called “firms under special surveillance” (feve) has 
been created for this purpose, distinguishing four categories 
based on the level of concern raised by the circumstances in 
evidence (terminate, secure, reduce and monitor). the inclusion of 
a company in the feve system does not mean that delinquency 
has occurred, but rather, that closer monitoring is advisable, with 
the aim of taking timely measures of correction and prevention, 
assigning somebody to take charge and establishing a deadline 
for putting the action into effect.

clients included in the feve system are reviewed every six 
months, or every three months in more serious cases. A company 
is included in the feve system as a result of the monitoring 
process itself, a review carried out by the internal auditors, a 
decision made by the manager in charge of the company or the 
triggering of the automatic warning system. Ratings are reviewed 
at least once a year.

In relation to standardized client risk, the key indicators are moni-
tored in order to detect any variations in the performance of the 
credit portfolio, with respect to the forecasts made in the credit 
management programs.

d) Risk control

Its function is to obtain a global view of the bank’s credit portfo-
lio throughout the various phases of the risk cycle, with a level of 
detail sufficient enough to be able to assess the current circums-
tances and eventual shifts.

changes to the bank’s risk exposure are controlled in an ongoing 
and systemic manner according to budget, limits and benchmarks. 
the impacts of these changes in certain future situations, both 
those of an exogenous nature and those arising from strategic 
decisions are assessed with the aim of establishing measures that 
place the profile and the amount of the credit portfolio within the 
parameters established by the bank.

e) credit recovery 

this process uses tools such as behavioral scoring to study the 
collection performance of certain groups, in an effort to reduce 
costs and increase recovery rates. clients who are likely to effect 
payment are classified as low risk, and greater attention is given 
to maintaining a healthy relationship with these clients. clients 
who are unlikely to effect payment are classified as high risk, and 
are monitored more closely. All clients with overdue payments or 
rescaled credit are subject to internal restrictions.

the strategies and channels for collection are established in 
accordance with the number of overdue days and the amount of 
the debt. A responsibility map is then drawn up. during the first 
few days of delinquency, a more intensified collection model is 
adopted, employing specific strategies and closer internal monito-
ring. service centers, credit blacklisting, and collection by mail and 
through the branch network are the methods used by the branch 
network during this phase, all aimed at client recovery. In cases 
of delays of over 60 days and more significant amounts, internal 

Coverage Ratio %
R$ million

Allowance for  
loan losses 

8,181

10,070

non-recoverable Assets 

7,730

9,900

coverage Ratio

105.8%
101.3%

Ratio of the balance of allowance for loan losses to the balance  
of non-recoverable assets.

20092008

loans overdue by more than 90 days and other  
non-performing transactions

Delinquency %

4Q08 1Q09 2Q09 3Q09 4Q09

Corporate

Individuals

6.0
7.0

7.7
7.2

5.7
Total

8.3 8.6 8.8
9.7 9.3

3.9 4.2

5.7 6.1
5.3
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Credit for good practice

We improved our social and environmental risk practice in 2009, 
striving to persuade our corporate and private banking clients to 
engage in sustainable practices. We adopted an inclusive stance with 
an emphasis on solutions for changes in attitude.

We analyzed the social and environmental issues of clients with a 
credit limit of R$ 1 million or over and in the acceptance of new 
account holders and investments. We carried out more than 2,100 
analyses of project finance companies and business in 2009. our 
experience shows that there is a frequent connection between social 
and environmental problems and financial issues. companies that take 
care of the well-being of their employees and of the environment they 
work in tend to have more efficient management and therefore more 
chance of honoring their commitments and generating good business 
for the bank. 

In the last quarter of 2009, we carried out training activities on the 
theme for around 170 employees from the areas of business, risk and 
the financing of global Banking & Markets (gB&M) projects. the new 
social and environmental risk practice came into force in february 
2010.

teams specializing in credit restructuring and recovery enter 
into action, operating directly with the delinquent clients. 
Recovery of lesser amounts or more serious delays is carried 
out by legal or administrative third parties, who are paid 
commission on any amounts recovered in accordance with 
internal criteria.

non-performing loan portfolio, particularly write-off tran-
sactions, is periodically sold through an auction process, in 
which the conditions and characteristics of the transactions 
are evaluated, without risk retention.

Recovery of loans written-off
R$ million

538

2009

667

2008

882009 AnnuAl RePoRt RIsK MAnAgeMent 



vaR provides a forecast of the single market risk which is compa-
rable between one market risk and another.

our standard methodology is based on historical simulation (520 
days). In order to reflect the recent volatility of the market on the 
model, our vaR value is the maximum between the 1% percentile 
and the 1% weighted percentile of the simulated distribution 
of profit and loss. this distribution of loss is calculated using an 
exponential drop-off factor, which attributes less importance to 
the observations the further away they are in time.

We use vaR forecasts to warn senior management whenever statis-
tically estimated losses exceed acceptable levels. vaR limits are used 
to control exposure in each of the portfolios.

Assumptions and limitations

 our vaR methodology should be interpreted in light of the 
following limitations: (1) the one-day time frame might not fully 
reflect the market risk of positions that cannot be eliminated or 
protected by hedging in a day; and (2) we currently calculate vaR 
at the close of business, and positions held for trading can change 
significantly during a day’s trading.

scenario analysis and measures of calibration

due to the limitations of the vaR methodology, in addition to 
historical simulation, we use stress testing to analyze the impact of 
extreme market oscillations and to adopt policies and procedures 
in an attempt to protect our capital and operational results against 
such contingencies. In order to calibrate our vaR model we use 
back-testing, a comparative analysis between the vaR forecasts 
and the net daily result (a theoretical result attained by adopting 
the assumption of the daily variation to the portfolio marked-to-
market and only taking into account the oscillation of the market 
variables). the purpose of these tests is to verify and measure the 
precision of the models used to calculate vaR.

Balance Sheet Management

Interest rate risk 

We analyze the sensitivity of the net interest margin and the 
market value of shares to shifts in interest rates. this sensitivity 
is a result of differing maturities and interest rates in the various 
assets and liabilities accounts. In the case of products with no 
contractual maturities, we use certain repricing hypotheses or 
internal models based on the economic environment (financial 
and commercial). 

the measures used to control interest rate risk are the analysis 
of the difference between interest rates and the sensitivity of 
net interest margin, the sensitivity of the market asset value, the 
balance sheet vaR and scenario analysis. 

differences between assets and liabilities interest rates 

the analysis of the differences between interest rates refers to the 
irregularities or discrepancies between the alterations to the value 
of assets, liabilities and off-balance sheet items.  the analysis 
of the difference provides a basic picture of the structure of the 
balance sheet and ensures the detection of interest rate risk in 

Market Risk Management
Outlook

santander is exposed to market risks resulting from the following 
activities above all:

  financial trading involving risks of interest rate, foreign 
exchange rate, share prices and volatility.

  Retail banking activities involving the interest rate risks, given 
that the rate variations affect revenues, interest expenses and 
client behavior.

 Asset investment (including subsidiaries), the returns or accounts 
of which are denominated in foreign currencies, thereby involving 
exchange rate risk.

 Investments in subsidiaries and other companies, subjecting us 
to share price risk.

Market Risk Limit Structure

Market risk limit structure represents the group’s risk appetite and 
is determined by our global policies of market risk management, 
serving to:

 Identify and define the main types of risk incurred on a regular 
basis within our business strategy.

 Quantify and to notify our business sectors the acceptable 
risk levels and profiles, in tandem with senior management risk 
assessment and in order to protect our business sectors against 
undesired risks.

 Afford flexibility to our business sectors by the timely and efficient 
definition of risk positions sensitive to market changes and to our 
business strategies and always within risk levels acceptable to 
grupo santander.

 establish the range of products and underlying assets the 
treasury area may operate with, taking into account our risk 
management models and systems.

Statistical Tools for the Calculation and Management 
of Market Risk

the vaR Model 

locally, santander uses a number of statistical and mathematical 
models, including vaR, historical simulation and stress testing for 
measuring, monitoring, reporting and managing market risk. 

vaR, the way in which we calculate it, is a forecast of the 
maximum loss expected from the market value of a certain 
portfolio in a one-day time frame and with a 99% confidence 
interval. It is a forecast of the maximum daily loss we would suffer 
in a certain portfolio for 99% of the time, taking the assumptions 
and limitations into consideration that are discussed later in this 
report. on the other hand, it is a forecast of the loss we would 
expect to avoid for 1% of the time, or approximately 3 days a year. 
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Qualitative Analysis trading Activities
Quantitative analysis of daily vaR in 2009

the graph below shows our performance in relation to activities 
held for trading in the financial markets in 2009, measured by 
daily vaR: 

accordance with the concentration of maturities. It is also a useful 
tool for estimating the impact of future interest rate shifts on net 
interest margin or on equity. 

sensitivity of the net interest margin 

the sensitivity of the net interest margin measures the alteration, 
in the short and medium term, of profits forecast for a 12-month 
period following a change in the yield curve. A simulation of the 
net interest margin is calculated for both the current and changed 
yield curve scenarios, and the sensitivity constitutes the difference 
between the two margins.

Market value of equity sensitivity 

Market value of equity sensitivity measures the interest risk 
implicit to equity throughout the duration of the transaction, 
based on the effect of a shift in interest rates on the current 
values of financial assets and liabilities.  It is an additional 
measure of the sensitivity of net interest margin.

value at risk

the vaR of the activities included in the balance sheet and invest-
ment portfolios is calculated using the same standard adopted to 
simulate activities held for trading, or in other words, a historic 
simulation with a 99% confidence interval and a one-day time 
frame.

 

VaR Trading Activities – 99%
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vaR fluctuated between R$ 10 million and R$ 78 million during 
2009. the fluctuation depicted in the above graph was basically 
due to changes in trading activity positions over the year.

vaR remained between R$ 28 million and R$ 45 million 
in 51% of the days in 2009. the average vaR for 2009 
was R$ 38.03 million, less than in 2008, and was 
mainly due to the reduction in market volatility. 

the table below shows our total daily vaR on 31 december 2008 
and on 31 december 2009:

As of December, 31
R$ Million

2008 2009

Minimum Average Maximum End of period
trading Activities 40.59 10.48 38.03 77.64 20.85
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Quantitative analysis of interest rate risk in 2009

sensitivities

At the close of 2009, the sensitivity of net interest margin in a year 
to a parallel increase of 100 basis points on the yield curve in local 
currency was negative R$ 201,79 million. the interest margin in 
foreign currency was R$ 29 million.

furthermore, at the close of 2009, the sensitivity of equity to parallel 
increases of 100 basis points on the yield curve was R$ 1,093 
million in local currency and R$ 34 million in foreign currency.

operational and technological 
Risks and Business continuity 
Management
to adopt, maintain, and disseminate the culture, policies and 
infrastructure necessary for the adequate management and 
control of operational risk are competitive factors at santander, 
in the ongoing quest for the effectiveness of the Internal control 
system, prevention, mitigation, and reduction of events and loss 
through operational risk. this concern is reflected in the mission 
of the operational and technological Risk Area (Rot): 

      To be the area responsible for the implementation and 
dissemination of the culture, policies, and infrastructure 
necessary for the adherence and commitment of all asso-
ciates to the adequate management and control of Opera-
tional, Technological and Business Continuity Risks for the 
effectiveness of the Internal Control System, contributing 
to the achievement of the objectives of Santander and its 
stakeholders.

Framework for Operational and Technology Risk

Management 
Model 

Technology 
and Systems 

Perimeter

Cultural 
Challenge

Methodological Approach 

Organizational Structure 

Conceptual Aspects Results

Transparency

Stages of 
Development 

People

Framework adopted for the 
Management and Control of 
Operational and Technology 
risk, Internal Controls and 

Business Continuity 
Management at the 

Santander

he processes that have been developed and adopted attempt 
to position and maintain the bank in Brazil among the financial 
institutions recognized as having the best managerial practices in 
the administration of operational risk and its transactions. thus, 
the processes contribute to the achievement of the strategic ob-
jectives, the ongoing improvement in soundness, the trustworthi-
ness and the reputation of the institution in relation to the local 
and international markets.

santander has an established model of management and control, 
which ensures its adoption by managers on a daily basis, its align-
ment with the guidelines of the group in spain and compliance 
with the requirements of the new Basel Agreement – BIs II, to the 
requirements of BAcen, cvM and suseP.

Aligned with the procedures of these regulatory and supervisory 
agencies, santander considers operational risk events to be those 
resulting from failure or deficiencies in the internal processes, 
individuals and systems, or those resulting from exposure to 
external events, which may or may not cause financial loss, affect 
business continuity or negatively affect the audiences the bank 
deals with.

In order to meet the challenges imposed by the Rot mission, 
santander has developed and implemented a multi-aspect model 
outlined in the following framework:
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Inclusion in the bank’s Corporate  
Governance structure:

executive committee of operational Risk: independent and auto-
nomous, this committee is responsible for establishing strategies 
and guidelines relative to the control and management of opera-
tional, technological and business continuity risks.

operational Risks (oR): comprised by the areas of Information 
security, special occurrences, Intelligence and Prevention of fraud 
and operational and technological Risks (which encompasses 
Business continuity). Among the responsibilities of these areas 
are the commitment to disseminate culture, to establish metho-
dologies, norms, policies, tools, training activities and procedures, 
reasonable and enforceable, for an effective and efficient mana-
gement and control of operational risk.

the operational Risk area employs norms, methodologies and 
an internal model based on the best market practices for the 
identification, assessment, monitoring, management and control 
of operational risk, maintaining the alignment with the require-
ments set forth in the cMn Resolution n° 3380, of 29 June 2006 
– BAcen, adhering to the requirements of this resolution and 
promoting the adequate management and control of operational 
risk at santander. 

Information security: responsible for the establishment and 
dissemination of security policies, standards and projects, aiming 
at the protection of the bank’s information assets, based on the 
best global practices of Information security and the adherence 
to grupo santander procedures. carries out security reviews and 
participates in technological projects under the scope of systems 
security, as well as establishing models of access control and the 
implementation of controls for the mitigation of security risks in 
the business areas. It holds awareness programs for employees 
and associates of the group on matters of information security.  

special occurrences: responsible for the prevention, detection 
and investigation of internal and external fraud, for dealing with 
incidents of normative and behavioral deviance, for advising 
managers on procedures, for creating specific processes for the 
identification of abnormalities and for recommending solutions 
and proposals for improving internal controls. It also interacts 
with other areas in the development of preventive warnings in the 
branch network and centralized areas, with the aim of preparing 
employees to combat fraud and to guard the bank against loss.

Intelligence and fraud Prevention nucleus: responsible for the 
prevention, analysis and control of external fraud, reducing the 
bank’s losses and increasing the security of the business channels, 
both effectively and in the perception of clients and the general 
public, by means of activities of monitoring and reaction, the 
identification of trends and new attacks and the creation and 
implementation of anti-fraud strategies in the business channels, 
proposing and facilitating the development of solutions for the 
prevention and combat of fraud.

operational and technological Risk: this area is responsible for 
the implementation of the best practices in the management and 
control of operational and technological Risk and Business con-
tinuity Management, assisting managers to achieve their strategic 
objectives in santander’s decision-making process, in performing 
activities, in the alignment and compliance with mandatory re-
quirements and in upholding the soundness, trustworthiness and 
reputation of the bank.

the foundations of the model adopted for the management and 
control of operational and technological Risk consist of two 
approaches:

1. centralized approach: : the control of operational and tech-
nological Risk is the responsibility of this area, corresponding to 
the activities of identification, assessment, monitoring, control, 
analysis, consolidation, assistance in the mitigation and modeling 
of relevant operational risks and the events and losses through 
operational and technological risk, covering the areas, processes 
and institutions that are part of santander. 

2. decentralized approach: the management of operational and 
technological Risk is the responsibility of the area, process and 
product managers, assisted by representatives from the operatio-
nal Risk and Internal control sectors and from Rot, and suppor-
ted by the policies, methodologies and tools established for the 
area. Managers should identify and notify Rot of any operational 
risk events, recording them in the database of events and loss 
through operational risk, in addition to developing and putting 
into practice preventive and corrective action.

Operational and Technological Risk Area Activities

santander works toward the consistent convergence and 
integration of the best practices in the control and management 
of operational risk. Qualitative and quantitative approaches 
are adopted for this purpose, as well as the management and 
control of technological and business continuity risk.

the qualitative approach aims at the identification and preven-
tion of operational risk and the definition of the risk profile of 
the areas, processes and products, striving to strengthen the en-
vironment of internal controls and to monitor the key indicators 
of qualitative operational risk (KRIs). 

the quantitative approach is related to the qualitative approach, 
helping to detect, correct and act on the prevention of opera-
tional risk and also to provide mechanisms for operational or 
strategic analysis and decision-making. 

Both approaches are responsible for providing methodologies, 
tools and systems to help managers identify and assess risks 
and controls and to establish the profile of the operational risk 
of each area, process and product. I In addition, these appro-
aches contribute to the implementation of policies, norms, 
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procedures and tools for maintaining the flow of detection of 
risk events, operational loss and key operational risk indicators 
for the bank, in a single base, as a means of analyzing risks and 
identifying their main causes, and the coordination, together 
with the managers in charge, of the effective implementation of 
the action plans established for the mitigation and reduction of 
risk and operational loss. 

Operational Risk Model

Principal methodological tools used by both approaches:

operational and technological Risk Matrix: a customized tool 
used to identify and validate operational risk, its causes and the 
control procedures identified in activities and processes. the me-
thodologies used include work meetings and self-assessment.

Abridged Matrix of operational and technological Risk for new 
Products: : a tool developed and used to identify and validate 
the operational risks and internal controls in existence before the 
launch of new banking products and services.

self-Assessment Questionnaires (generic and specific): a corpo-
rate tool adopted to identify the perception of the managers in 
relation to the control environment they work in, from the point 
of view of management and control of operational risk, and 
allowing for the criticality of the operating environment to be 
defined.

Internal historical database of events and loss through opera-

tional Risk: helps in decision-making on the priorities in plans of 
action for the prevention and reduction of operational risk and 
loss incurred through operational risk. Among its functions is the 
approach of advanced measurement for calculating the demand 
for regulatory and economic capital by means of the creation of 
frequency distributions and severity of operational risk events 
and the consequent calculation of the capital needed to cover 
operational risk. 

Preparation and Monitoring of forecasts and loss limits through 
operational Risk: : a process that ensures the commitment of the 
main areas in relation to the forecasts and loss limits through 
operational risk in each financial year, with monitoring and 
periodic analysis of the oscillations observed, anticipating the 
recommendation of action plans by Rot in order to correct devia-
tions, whenever necessary.

Analysis and treatment of Relevant failures and occurrences: : 
a process developed and introduced for the timely detection of 
actual material occurrences and failures, aimed at the taking of 
corrective action and adequate preventive treatment, in order to 
minimize the impact on the audiences the bank deals with.

Identification and Monitoring of Action Plans for the Mitigation 
of operational Risk events and Material occurrences: a process 
developed and introduced to control and monitor the imple-
mentation of action plan identified through the events recorded 
on the operational risk database and on the timely detection of 
failures and actual material occurrences.

Key operational Risk Indicators: a tool developed for the bank in 
order to identify both relative trends and deviations, as opposed 
to absolute trends, taking into account internal and external 
variables of volume, thereby creating a panel of key operational 
risk indicators customized to the needs of santander.

 

Monitoring 
and Report
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of Risks*
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Assessment 
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the joint use of the qualitative approach and the timely detection of events of operational risk and loss through operational risk, as 
well as the identification and analysis of the causes and their corresponding impacts, will allow us to adopt backtesting techniques for 
monitoring the implementation of corrective and preventive action plans of the events detected.

In addition, this union leads to synergy and optimization, by 
means of the convergence in operational and technological risk 
management and in business continuity, with directly influences 
the establishment of economic and regulatory capital.

Results obtained

Percentual distribution of frequency and severity of loss through 
operational risk in the 2009, according to loss event category.

Management and Control of Technological Risk

this process assists the managers in the identification and asses-
sment of the technological risks and respective internal controls, 
specific to the processes and activities related to technology. It 
defines the methodologies, tools and systems for the corporate 
management of technological risk, and coordinates, with those in 
charge, actions for the prevention and reduction of the frequency 
and severity of technological risk events.

Management and Control of Business Continuity Risk 

Responsible for the coordination and control of the implementa-
tion, maintenance and updating of the methodology of Business 
continuity Management (BcM) in the different areas at santan-
der.

the main objective of BcM is to assess the need for the deve-
lopment and implementation of the Business continuity Plan, 

I. Internal fraud.
II. external fraud.
III. Inadequate employment, health and safety practices.
Iv. Inadequate practices with clients, products and services.
v. damage to physical assets.
vI. Interruption of business and systems failure.
vII. failure in the execution, delivery and management of processes and activities.

0%

28%

52%

14%14%

37%

0%0% 1%

30%

Frequency

Severity

Cumulative Basis - 2009

0%0%
3%

20%

I II III IV V VI VII

validating procedures and alternative infrastructure to give conti-
nuity to santander’s main business, protecting people, the bank’s 
reputation, the values and the commitment to the audiences the 
bank deals with. these plans are developed using an adequate 
assessment of the impacts that an interruption of activities resul-
ting from extreme events such as strikes, blackouts, pandemics, 
civil unrest and natural and physical disasters could cause to the 
bank.

BIA (Business Impact Analysis): A tool used in the BcM metho-
dology to identify the impacts and the recovery needs that might 
be caused by extreme events of operational risk entailing the 
interruption of the business functions of the organization.

BcP (Business continuity Planning): a source of information to 
help the area preserve its teams and business, validating emer-
gency response strategies and the restoration of the bank’s vital 
functions at an alternative location and within the maximum time 
period established by the areas.

testing: BcP testing is carried out annually, or whenever signifi-
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cant changes occur in the business environment. the tests should 
be documented and the BcP area is in charge of controlling the 
results, in order to improve the procedures adopted.

crisis Response group (cRg): a group operating specifically to 
deal with the more significant crises that affect the organization, 
as a means of protecting people, preserving the bank’s repu-
tation, minimizing business loss and operational damage and 
ensuring the restoration of normal operations.

Scope

the scope of both the management and control of operational 
and technological Risk and Business continuity Management 
at santander stretches beyond the allocation and calculation of 
regulatory capital. operating in a professional and ethical manner, 
the control of operational and technological and BcM risk leads 
to important achievements for the bank, ensuring its continuity 
and development, among which are:

  Improvements in operational and productive efficiency in 
activities and processes and optimization of the allocation of 
regulatory and economic capital.

  Adaptation to existing regulations: BAcen, cvM, suseP 
and BIs-II.

  enhancing of its reputation and improvements in the Risk x 
Return relationship for the audiences the bank deals with.

  timely adaptation to the new requirements of the regulatory 
agencies.

  Maintenance and preservation of the quality and trustworthi-
ness of the products and services made available, as well as the 
related parties.

 the timely identification and addressing of the corrections of 
vulnerabilities identified in processes.

  Monitoring of the timely compliance with demands by the 
regulatory agencies.

 cultural change and dissemination of accountability.

  development and introduction of online and classroom training 
activities, aiming at the dissemination of the culture of operatio-
nal, technological and BcM risk. 

  diffusion of the culture of the management and control of ope-
rational Risk, by means of internal communications (intranet, 
printed material and other means).

this solid, effective structure ensures the group is continuously 
improving its existing methodologies and increasing the dissemi-
nation of the culture of responsibility over the management and 
control of operational risk events. 

Differential factor

the area of operational Risk keeps its employees updated and 
trained to face the changes identified in the business environ-
ment, as well as offers training activities to other employees in 
the group through classroom and intranet courses. 

the activities listed below are some of the highlights that made 
a significant contribution to santander achieving its strate-
gic and operational objectives in a consistent manner, with a 
controlled environment and knowledge of the exposure to the 
operational risks undertaken, in addition to keeping the bank’s 
risk profile low and guaranteeing the sustainable development 
of its operations. 

  the annual holding of the Week for the Prevention and control 
of operational and technological Risk (semana de Prevenção e 
controle de Riscos operacionais).

  Maintenance of the Integration Program for new employees 
– “A single voice”, which includes lectures and audio-visual 
classes on the responsibility and involvement with the manage-
ment of operational risk.

 training sessions on the procedures required to assess the 
Internal control environment.

  the creation, divulgement and maintenance of Instructions 
Manuals, ensuring the commitment of everyone by means of 
corporate dissemination.

  the coordination of the annual process for preparing forecasts 
of loss through operational risk, the establishment of action 
plans to reduce such losses and accountability.

  the development of Key Risk Indicators, with the objective of 
performing absolute and relative analyses based on volume and 
benchmarks.

  Integration with the other areas of the bank, electing represen-
tatives for the most important areas, including technology.
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Asset 
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Retail 
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finance: 5%

Business and 
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Retail Banking: 
19%

commercial 
Bank: 34%

Branch  
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Payment and 
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Allocation of Capital for Operational Risk

As a result of the methodology that has been implemented, 
santander fully meets the requirements of Resolution 3380 and on 
31 december 2008, adopted the standardized Approach for the 
calculation of the capital charge for operational Risk - PoPR.

Allocation of capital for each business  
line at Santander

Future outlook

With the structure, methodologies and model that have been 
developed and adopted, we expect santander to expand, both 
on the local and international scenarios, and to consolidate this 
strategy by ensuring it is recognized as a cutting edge organiza-
tion in the process of the management and control of operatio-
nal, technological and business continuity risk, by means of the 
implementation of an efficient environment of internal controls 
and identification of risk exposure.

our main results, including the creation and operationalization 
of the executive committee for operational Risk, have been 
published in the annual and social reports since 2006 and in the 
consolidated financial statements as from 31 december 2008.
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the value of the santander 

brand will be increasingly 
measured by the strength of the 

bonds with its stakeholders.
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Brand
As far as santander is concerned, brand is a strategic asset. 
the bank defines brand as the culture and dynamism of rela-
tionships with people, clients, employees, suppliers, sharehol-
ders and society, generating value for everyone involved. 

hence, brand value is the delivery of the organization’s 
beliefs and values to business practices, while maintaining 
consistency between what is said and what is done.  More 
than this, it is related to the way in which the stakeholders 
perceive and recognize this alignment in experiences with 
the brand, believing that this consistency will enhance the 
generation of present and future value. the more genuine 
and inspirational the attitudes of the organization are, the 
greater the potential for recurring sustainable results. 

santander is dedicated to transforming its beliefs and values 
into real-life experiences for people. this is why the bank has 
been developing metrics for assessing its relationships over the 
years, and uses them to direct efforts at discovering better ways 
of meeting clients’ needs by increasing levels of satisfaction 
and loyalty and ensuring long-term relationships. Investment in 
exemplary client service is one of the ways of establishing trust 
and consequently preserving relationships with current clients 
and acquiring new ones. Proposing ways of doing business 
based on network collaboration is also a path toward the 
creation of value where everyone can participate and win.

the merger of santander and Banco Real has given birth to 
a new brand which combines the best of both worlds and 
potentializes the santander brand attributes and value worl-
dwide. throughout this process, the convergence of desired 
values and attributes will occur as a result of day-to-day prac-
tices and the information provided to the general public by 
the mass media, in such a way that when the brand name is 
definitively changed, the resulting feeling will be one of evo-
lution, attracting new clients and generating more business.  

In 2009, the bank merged its AtM services and launched  
products that demonstrate the result of this union in practice.  
the van gogh santander services (a relationship model for high-
income clients) and the new overdraft service, which combines 
in a single product the ten interest-free days of RealMaster and 
the installment payment plan for overdrafts at half the interest 
rate of the cheque essencial santander are examples of this. 

the care taken to ensure this communication came from the 
inside has strengthened the bank’s actions by having engaged 
the internal audience throughout the process. In addition, 
other collaborative means are being included in santander’s 
strategy, such as social networks, for example. the bank un-
derstands that dealing with network-connected individuals 
working for or against a cause is now a reality rather than 
a trend. santander wishes to get closer and closer, inviting 
everyone to participate in the processes and business.

the bank posts videos and lectures on youtube, in addition 
to commercials before they are broadcast on television. 
this experience has allowed us to interactively engage 
internet users, securing their attention and multiplying the 
effects of the campaigns. In 2009, the bank also began 
to use twitter in order to get even closer to its audien-
ces, to promote dialogue and to share knowledge.
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The value of the brand

of the total market value of grupo santander – us$ 128 billion – 
us$ 25 billion are attributed to the brand. grupo santander is the 
third largest financial conglomerate in the world in brand value, 
according to the ranking published in the Brand finance Banking 
500 report released in february 2010. In other words, 20% are 
assets sustained by the perception of quality the bank transmits 
to its audiences on a daily basis. the strengthening of the brand 
in Brazil is a natural contribution to the appreciation of the group. 
this ability to enhance the potential of global and local attributes 
will become more evident in 2010, with the escalation of planned 
visibility activities and the broadening and deepening of the 
bank’s network of relationship with its audiences in the country.

us$ 128 billion
total market value of grupo santander

us$ 25 billion
are attributed to the brand

20%
are assets sustained by the perception of quality the 

bank transmits to its audiences on a daily basis.

.

Global sponsorships: local drive

In 2009, the group became the official sponsor of scuderia 
ferrari as from 2010, represented by Brazil’s felipe Massa and 
spain’s fernando Alonso. this exposure ensures high visibility 
and the brand will be in the public eye throughout the year in 
an enormously popular event both in Brazil and worldwide.

grupo santander continues to be the main sponsor  
of the copa santander libertadores, the most  
important soccer tournament in latin America.

greenhouse gas emissions (co2e) generated by guests at our 
events and the infrastructure needed to accommodate them are 
all offset. thousands of native species trees are planted in the 
vale do Ribeira, located in the south of the state of são Paulo 
and the north of the state of Paraná, which also contributes to 
the sustainable development of both the region and the planet.
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Life starts at 60: valuing and inclusion

the year 2009 saw the 11th edition of concurso talentos da 
Maturidade, a contest which encourages the elderly to take a 
leading role, valuing their talent (or life experience) and encou-
raging them to be socially active by means of the creation of 
relationship networks that integrate and inspire people over 60 
years of age to be transforming agents via increased awareness 
and inclusion, free of age discrimination. 

the objective of the contest, in which the santander network 
participated for the first time, is increasing awareness about the 
aging population, given that Brazil will have 32 million inhabi-
tants over the age of 60 in 2025, according to uno forecasts. 

last year, the program mobilized more than 3,600 santander 
and Banco Real service centers and received over 11,000 
enrollments, a 10% increase compared to 2008. Participants 
enrolled in the categories of vocal music, literature, plastic arts 
and exemplary programs. the contest awarded prizes to 20 
winners around Brazil.
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employees
A personal and nontransferable invitation

santander’s four strategic aspirations will only be achieved if 
people take part in this challenge of: being the largest bank in 
Brazil in terms of creation of shareholder value; being the best 
bank in Brazil in terms of client satisfaction; being the best bank 
in Brazil to work at; and creating the most admired and most 
easily recognized brand name among Brazilian banks.

the bank is creating a new culture, propelled by changes in 
attitude and a review of leadership roles. this is why individu-
als are at the center of our strategy, resulting in the company 
becoming more and more open to the participation of its em-
ployees and to the valuing of their ideas.

the starting point was the development of a new policy for the 
group’s employees, respecting the best of the two banks, cultures 
and attitudes, in addition to market trends and innovations. All 
our employees were part of a single organization by June 2009. 
the systems platforms were integrated into the hR portal, facilita-
ting the operationalization of unified policies for all the employe-
es. there was an alignment of criteria and values in relation to 
remuneration, jobs and career development programs, benefits, 
educational programs, quality of life and the valuing of diversity.  

In line with the aspiration of being the best bank in Brazil to 
work at, santander put into practice strategies for career and 
leadership development. this initiative was put into motion by 
inviting 1,200 employees to discuss the commitment and model 
that were being launched. this was followed by a debate on ideal 
leader profiles for the new bank. It made no sense to develop 
a leadership model for santander that would help create a new 
culture that was not designed by the current and future leaders 
themselves.

the result of this work was the co-creation of the “ser líder” 
(Being a leader) program. these employees, divided into groups 
of 300 to 400 people, will spend a year and a half participating in 
learning processes including coaching, workshops and seminars. 
the leaderships will be prepared to inspire and engage the teams, 
to maintain focus and discipline and to guarantee coherence 
between theory and practice.

santander also wanted to hear the opinions and get to know the 
views of its employees. An engagement survey was carried out in 
october for this purpose. As is to be expected when dealing with 
an integration process, the results were below the market average.

from that moment on, the bank began to draw up an action plan 
to bring managers and their staff closer together. In parallel, area 
leaders presented the results to their teams and together they 
discussed improvement actions for the next two years. 

santander also initiated a process of engagement dialogue that 
intends to involve the 52,000 - plus employees1 in two - hour 
meetings to reflect on and identify the role of each individual in 
improving engagement in the organization. the discussions on 
the bank’s action plan and the results of the survey are posted on 
the “círculo colaborativo” (see box), as a means of encouraging 
debate and collective creation. 

the challenge of engaging the teams becomes greater when 
more than 40% of the employees are representatives of genera-
tion y, as people born in the 80s and 90s are called. the millennial 
generation, as they are also known, log onto the internet early 
and spend the day surrounded by electronic media devices such 
as tv, cell phones, radio and videogames, most of the time all at 
once. It is a more questioning generation, autonomous, impa-
tient, and one that wants to know the meaning of work and that 
appreciates the value of personal life.
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1 .Includes Banco santander (Brazil) s.A., its subsidiaries consolidated in the balance sheet and certain subsidiaries of Banco santander, s.A. (spain) headquartered in Brazil. 
excluding the subsidiaries of Banco santander, s.A. (spain), the figure was 51,241 employees.
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one of the consequences of this new face of society is the bank’s 
decision to revamp its trainee program, moving from a traditio-
nal format to a relationship platform with young people, and 
which will be put into effect in 2010. In order to create this new 
proposal, the bank promoted a number of debates and activities 
with university students all over Brazil, with the aim of finding 
solutions that promote interaction and dialogue in an agile, trans-
parent and collaborative manner. 

International experience is also another demand of this genera-
tion. Besides being a competitive tool, global presence is also a 
differential of santander. the bank runs two international mobility 
programs, in addition to expatriation processes, standard at a 
global company like santander:

  step (santander executive trainning Program): a global program 
aimed at young employees at the beginning of their careers who 
are capable of leading projects, areas or business abroad, in 
addition to being willing to live in other countries for a certain 
time. It is an annual event that benefited 10 Brazilians in 2009;

  fuds (futuros directivos): a mobility program of the bank’s 
operations in the Americas. this program is aimed at employees 
with an international career profile, and has two distinct moda-
lities: dir Red targets superintendents and directors, whilst top 
Red targets executive directors and vice-presidents.
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Proud to be a part of it

santander created its own social network in 2009. using the círculo 
colaborativo, the 52,000 – plus employees, regardless of hierar-
chy, now have an area to express their opinions, put forward ideas 
and interact with colleagues from different areas, including bank 
executives. the círculo colaborativo is a new channel emphasizing 
collective creation, collaboration and the strengthening of relations.

launched in september, the network already had nine 
thousand users by december. several of the debates that 
began on the network led to concrete results, such as the 
end of suits and ties in the bank’s administrative areas and 
the introduction of casual wear throughout the week.

the círculo colaborativo also hosts fabio’s Blog (Blog do fabio), 
on which the president fabio Barbosa posts material on an average 
of every two weeks. the blog was launched at Banco Real in May 
2007 and extended to santander in August 2008 after the merger. 
this is an open channel for all employees in such a way as they 
can add comments, suggestions or express their concerns in order 
to promote a constructive debate and share points of view.

fabio’s Blog received more than 400,000 visits and 1,100 
comments last year. several of them put forward ideas that 
were adopted as practices. one example of this was the request 
made by an employee for access to personal e-mails in the 
workplace. the issue was debated and assessed by the board 
of directors and information security personnel. Access to 
personal e-mails and some social networks is now available.
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Diversity enriches our lives

We attempt to include the diversity of perspectives, points of view 
and life experiences when we build our teams, as this enriches the 
work environment and makes us more and more capable of dealing 
with the diversity that characterizes all of our audience relationships. 
We face up to the inequalities present in society by means of stances, 
practices and policies that bring us closer to underprivileged and vul-
nerable sectors. diversity is a complex issue and we understand that 
goals need to be combined with education and awareness activities 
and the engagement of all. this is how we are strengthening our 
bonds with society and creating direct benefits for business.

our Programa de valorização da diversidade (Program for the valuing 
of diversity) was designed to improve the quality of relationships 
and works with the possibilities that diversity of gender, race, age, 
sexual orientation and the inclusion of handicapped people offers us. 
By using these learning processes, we can improve communications 
with our different audiences and think about products and services 
that meet the expectations of all. It is in this context that we comply 
with the existing legislation in relation to the promotion of equality, 
to respecting differences, to quotas for some sectors, to affirmative 
actions for correcting imbalances and to combating all forms of haras-
sment or discrimination. In order to speed up our learning processes 
and to ensure greater legitimacy, we have formed dialogue groups 
which deal with a series of issues related to the valuing of diversity, 
increasing collective collaboration and facilitating the contact with the 
topics that are being discussed by society. the initiatives are coordina-
ted by the diversity committee with the support of the management 
of the human Resources department.

some of the highlights of the program in 2009 were the graduation 
of the second group of 75 black trainees in the Junior executive 
program, a santander partnership with the fundação getulio vargas 
(fgv) and unipalmares, and the participation of the bank in the 
febraban program for the training and inclusion of handicapped 
people. 90 of the 127 santander participants have already been hired 
by the bank. the rest are completing the training program, which 
includes adult learning and instruction in banking routines.
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clients
A bank nearer you in 140 characters

In december 2009, santander officially joined twitter, one of 
the biggest social networks in the world. through its presence 
on this global microblog service, the bank wishes to interact 
with its clients in a closer and more human manner, offering 
content and information that add value to society, such as: 
financial guidance, sustainability, entrepreneurship and culture. 

twitter @santander_br is also an efficient and agile channel 
for receiving queries, complaints, suggestions, comments 
and praise. the channel includes the active participation of 
sAc (consumer support service), strengthening relations 
and ensuring rapid, efficient solutions. sAc dealt with 90 
client requests in the first month the tool was used. the vast 
majority of these interactions were statements from clients 
with problems exposed to the media, which were immedia-
tely taken up by the bank and resolved within a few hours.

sAc and the ombudsman (ouvidoria) are the main client service 
channels. the two activities are maintained under the same mana-
gement in order to obtain synergies and agility in the interaction 
between the channels. the structures and platforms of the sAc 
and ombudsman department systems of the two banks, although 
they were unified in 2009 as a result of the merger, still handle 
client complaints separately, with the exception of interaction 
on twitter. operations will be totally integrated in 2010, when 
the bank begins to operate under the same brand name. 

on proposing action plans for the reduction of client com-
plaints, eliminating their causes and improving the proces-
ses, sAc and the ombudsman contributed to santander 
registering lower levels of complaints at the central Bank 
of Brazil throughout 2009, being ranked outside the top 
five places for six times between January and december.

the average time taken to deal with complaints has been 
less than that established by the consumer defense organs, 
as in the case of the client response time at sAc, which, 
by law, is five working days, whereas our average is three 
working days. In the case of our ombudsman department, 

this deadline is set at seven working days, whereas the 
deadline set by the central Bank of Brazil is 30 days.

one of the goals of integration is to improve client service 
indexes, part of the quest to be the best bank in terms of 
client satisfaction. everything has been planned so that clients 
will realize how they will benefit from the union of the two 
banks, by means of a more human and closer relationship, 
and so that they are inconvenienced as little as possible.

the results of the surveys show the bank is on the right 
track. three approaches were carried out quarterly over the 
year with over 12,000 clients to measure their perception of 
quality of the service channels, including AtMs, call center, 
Internet, branches, credit cards and sAc. the numbers confirm 
the increasing trend of satisfied santander clients, princi-
pally regarding client service in the branches, as well as the 
reduction in unsatisfied Banco Real clients, which means 
that the strengths of the relationship are being improved.
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In capital letters

In 2009, visually impaired santander clients were able to access 
bank balances in Braille, a service that had been available at Banco 
Real since July 2008. As from 2010, all banks will offer this service, 
based on an agreement signed between the Public Prosecution 
service and the federation of Brazilian Banks (febraban). More 
than merely anticipating mandatory compliance with regulations, 
this initiative is a question of client loyalty and social inclusion. 
In addition to Braille bank statements, we can also offer display 
panels with amplified letters, numbers and symbols and larger 
spaces between the letters and lines for the short-sighted.

society
A possible path

santander, along with other companies, wishes to reinvent 
its business in a profitable and innovative manner, incorpo-
rating care for the environment and society into its financial 
results. Investment in sustainable practices allows companies 
to create new business opportunities, to reduce costs and to 
diminish risk exposure while contributing to the creation of 
a better society, and fostering improved and longer- lasting 
relationships.

this was the reason for continuing with the espaço de 
Práticas em sustentabilidade (space for sustainable Practices) 
program, also known as Práticas, created by Banco Real in 
2007. this pioneering initiative is a structured engagement 
process for corporate clients and suppliers, as companies play 
a key role in the viability of sustainable development. 

the bank systemized everything it had learned over the past 
decade in classroom and online training programs to provide 
companies with access to information and experiences they 
can use to review their practices with sustainability in mind. 
the leaders and entrepreneurs of these companies are invited 
to participate in the training activity sustentabilidade na 
Prática: (sustainability in Practice: Pathways and challenges), 
where executives talk about the knowledge they have gained 
and the challenges they faced along the path to including 
sustainability in bank practices. training activities last for two 
days and the participants receive guidance and create an 
action plan for the inclusion of sustainability in their business. 
they can also use an exclusive area on the Práticas website to 
share experiences. 

the espaço de Práticas em sustentabilidade website, 
an online channel available for all at  
www.santander.com.br/sustentabilidade and  
www.bancoreal.com.br/sustentabilidade received over  
1.4 million visits in 2009, an indicator of the evolution and 
increased interest of society in the subject. video chats were 
partly responsible for this performance, including the one 
about financial education in childhood, an activity aimed at 
parents and teachers in a partnership with the Brincando na 
Rede website. the launch of an online course introducing the 
character Roberto, an ordinary citizen who gradually discovers 

a new way of thinking and behaving in everyday life, was also 
well received. the course is presented in a movie format, divided 
into three chapters complemented by quizzes and texts, in case 
participants want to go deeper into the topics (see box).

In 2009, the Práticas program held 12 classroom modules of 
the Pathways and challenges program in several Brazilian cities, 
mobilizing around 1,400 leaders from 800 companies. A workshop 
inspired by the program was also held during the 15th united 
nations climate change conference (coP-15) in december, in 
copenhagen, denmark. 

the Práticas program also has an Advisory council, headed by the 
president of santander, fabio Barbosa, and made up of leaders 
from several sectors of society to assess future initiatives of the 
project and to share knowledge in order to multiply actions.
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Sustainability without boundaries

tIM Brasil was one of the companies engaged by the Práticas 
program. According to filipe Abitan, a development and training 
consultant, making employees aware of sustainability is an in-
dicator of the telephone operator’s target plan. “Roberto’s 
course has helped us in this challenge. the issues are presen-
ted in a light-hearted, responsible way. seriously, but using 
informal, easy-to-understand language”, he assesses.

filipe says that the Roberto videos were used in an online 
training activity on sustainability, which presented the 
evolution of the concept, tIM’s activities and programs, 
in addition to the initiatives that people and organiza-
tions can take from sustainable development. 

over 2,000 tIM Brasil employees completed the course. 
feedback has been positive: the satisfaction rate among par-
ticipants is 95%. “We received more than 600 comments, 
which, in general, praised the initiatives, the video and the pos-
sibility of learning and reflection”, says filipe. the material was 
included in the integration program for new employees. “this 
support has enabled us to pass on the message we want”.
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suppliers
Two-way trust

In 2009, the Parceria de valor, a document created by Banco 
Real to serve as a guide for relationships between the bank 
and its suppliers and which outlines the main guidelines for 
this relationship, was reviewed and relaunched. 

In order to further support the relationship with this audience, 
the first version of the canal do fornecedor website was 
launched with information for companies that already have 
a supply contract for products and services or for those that 
would like to work with the bank. examples of sustainable 
practices can be found on the website, as well as an area for 
submitting suggestions, complaints or reports. 

the formation of a solid bond with suppliers implies a diffe-
rentiated view of the characteristics of each one and their 
impacts on the bank’s business. the various categories of 
suppliers were therefore grouped into three segments, based 
on the analysis of the criticality of the supplied products and/
or services to the bank’s business, the complexity of the supply 
market and the financial amounts involved. this segmentation 
establishes the classification and management model to be 
assigned to each supplier. 

In 2010, executives from 58 companies whose activities have 
a significant impact on santander participated in the event 
construindo Parceria com fornecedores (creating Partnerships 
with suppliers), where they were able to get to know the 
bank’s strategic objectives and share their opinions on the 
management processes with president fabio Barbosa. 

An example of how this relationship of trust and respect 
can be put into practice was the refinement of the accounts 
payable process. What seemed trivial turned out to be a 
question of honor. every month, the bank receives around 
30,000 invoices, and at the beginning of 2009 it was ascer-
tained that approximately 39% of them were paid overdue. At 
the end of the year, only 0.5% of the invoices received every 
month were overdue. In order to reinforce punctual payments, 
santander began to correct overdue invoices using the 
average interest rate variation of the certificado de depósito 
Interbancário (cdI).

technology
Technology at the service of efficiency

the technology model adopted by santander is focused on 
clients and support to business objectives. the adequate mana-
gement of this asset is vital for operational efficiency, resulting 
in more agility, organization and control of the processes. total 
investments in information technology in 2009 amounted 
to R$ 630 million, 50% more than in the previous year. 

the total integration of the information technology processes 
and systems should be concluded in 2010 upon the merger 
of the branch networks. over 1,400 system development 
projects will have been implemented by then. In order to 
monitor and manage all of them, Isban (a santander global 
information technology solutions company) developed a 
specific governance process for integration, linked to the Plano 
Único, a new project management tool launched in 2008.

this tool makes it possible to monitor the evolution of 
each stage of integration and carries out rapid analysis for 
decision-making. furthermore, it is based on this tool that 
Produban (a global grupo santander technology infrastruc-
ture and data processing company) draws up its action plans 
in conjunction with the bank’s systems homologation area. 
Produban is in charge of the network unification process and 
the implementation of the technological infrastructure of 
AtMs, in addition to the modernization of the administrative 
buildings and the migration of the call-center platforms.

technology management carried out by specialist 
companies belonging to grupo santander 
enables the bank to gain global scale.
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Bits and bytes of integration

  data centers. these will be concentrated in two lo-
cations after the merger. the network environment 
encompasses a system of authentication and authori-
zation based on mainframe infrastructure, an internal 
network protected by a complex set of firewalls, 
continuous monitoring of incoming traffic and pro-
tection of work stations with antivirus software.

  data communication. the bank is moderni-
zing its data communications infrastructu-
re in order to attain a greater bandwidth.

  client service centers. In addition to rendering services 
to clients, these telephone client service centers 
carry out activities of credit recovery and sales.

  Branches/AtMs. As from 2009, the clients of both 
banks were able to carry out the principal finan-
cial transactions, such as obtaining bank statements 
and making withdrawals and payments, at all the 
santander and Banco Real branches and AtMs.

  data processing environment. In order to boost effi-
ciency, the bank reduced the number of servers (from 
4,000 to 1,500) and shutdown some platforms.

 end-user systems. the bank updated its end-user
  systems, with the objective of standardizing the 
  hardware and operating systems for all its employees.

IT can be green too

In addition to improving the efficiency of operations and costs, 
technology can also save the planet. We are closely monitoring the 
trends of green It in order to use them in the bank. We intend to 
increase the use of energy-saving computers that require less raw 
materials (and recyclable) and occupy less space during transportation. 

our data processing center displays the energystar and 
Procel stamps, proof of energy-efficiency. We also have a 
room for our cPus, increasing the security of sensitive in-
formation and reducing the use of air-conditioning.
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Better individuals  
for a better world

from the promotion of children and 
adolescent rights to the incentive 

to innovation in universities, we 
are building a culture of social 
participation and engagement.

Key IndIcAtoRs

MessAge fRoM the chAIRMAn of the BoARd  
of dIRectoRs of sAntAndeR In BRAzIl

MessAge fRoM the PResIdent of sAntAndeR In BRAzIl 

PRofIle

coRPoRAte goveRnAnce

MARKet of oPeRAtIons

stRAtegy And MAnAgeMent

BusInesses

econoMIc And fInAncIAl InfoRMAtIon

RIsK MAnAgeMent

IntAngIBle Assets

socIAl And cultuRAl InvestMent
envIRonMentAl MAnAgeMent

sAntAndeR In the WoRld

 IfRs fInAncIAl stAteMents

BR gAAP fInAncIAl stAteMents

gRI IndIcAtoRs

IndePendent AudItoRs´ lIMIted AssuRAnce RePoRt

3

6

9

12

18

33

37

41

58

81

97

110
119

124

132

292

410

438
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social Investment
the integration of practices in private social investment also 
followed the rationale of taking advantage of the best in both 
banks. In 2009 santander reinforced our commitment with edu-
cation and consolidated existing initiatives not only in commu-
nities where the Bank operates but also where social indicators 
suggested the need for transformation.

the Bank believes that collaborative action can make a diffe-
rence. to that effect it establishes alliances with governments, 
businesses and organizations in the civil society to enhance 
the social outcome of initiatives and strengthen public policies. 
Working together also means involving employees by engaging 
them in the cause and encouraging volunteer work. It’s a path 
where everybody wins: individuals that exercise citizenship 
become sensitive to the different audiences and begin to 
consider social and environmental aspects in their daily work by 
creating an organizational culture focused on sustainability. 

one of the main examples of this belief is the Projeto escola 
Brasil (the PeB), selected as the corporate volunteer program 
by the Bank. through the volunteer action of employees, family 
members, clients and other stakeholders, PeB contributes for 
the improvement of public education by strengthening the 
school ties with the community it belongs. the project has been 
developed and managed by the Instituto escola Brasil (IeB), a 
public-interest non-governmental organization (oscIP), and it is 
funded by santander.

PeB was created by Banco Real in 1998, and was presented to 
santander employees in 2009, who immediately adhered to the 
program. the outcome couldn’t have been better: at the end of 
2009 PeB had 49 new groups comprised by 569 employees, 42 
of them working at the santander branches. currently more than 
two thousand employees participate in the program, organized 
in 208 volunteer groups working in 170 schools throughout 
Brazil.
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Our role as individuals

sérgio Macedo, the executive superintendent of the santander vIII 
network, was one of the key players in the development of the 
Projeto escola Brasil (PeB) in 2009. the region under his leadership 
includes the state of Paraná, santa catarina and Rio grande do sul, 
and is the largest region for the Bank in Brazil. When he watched 
the presentation on PeB for the first time, sergio realized that the 
project had a key differential: not only did the structure ensure 
support to public schools but it also involved a well-planned logis-
tics, with the engagement of all.

“from that moment onwards I began to own the PeB. I presented it 
to my team who, in turn, also bought in the idea” – says he. “they 
organized themselves in groups because they wanted to participate, 
become volunteers while assured of working on something with 
proven success”. As the project became more widely known the 
number of volunteers grows. At this moment the santander vIII 
network has 17 volunteer groups.

for sergio, this mobilization generates a feeling of togetherness, 
engagement and of belonging to an organization that goes beyond 
financial services. “this is an exchange: PeB benefits people who do 
good while increasing awareness and the clear understanding of the 
concept of sustainability”, adds he.
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Beyond taxes

the quest to meet the basic needs of children and adoles-
cents was already part of the santander and Real history. 
Whilst the former sponsored the IR solidário project, the 
latter had the Amigo Real. Both initiatives helped direct a 
part of the Income tax due by individuals and businesses 
to city funds for the Rights of children and Adolescents 
(fundos Municipais dos direitos da criança e do Adolescen-
te). In 2009, both programs merged under the name Amigo 
de valor, and raised R$ 6.9 million in funds. the amount 
was invested in 31 cities and towns located in 17 Brazilian 
states. A total of 25.4 thousand people among employees, 
clients, suppliers and businesses participated in this edition 
of the program. 

In 2009, 45% of employees helped raise funds. Amigo de 
valor also includes the engagement of employees who were 
organized into work groups to review the projects enrolled 
by local committees; then they visit the cities and decide on 
which projects will be sponsored. 

In addition to the financial support the program helps 
strengthening the role of local committees via the training 
of the teams involved in the project. throughout the use 
of funds period the group participates in workshops that 
provide a systemic outlook of project management and the 
local prospects in connection with the city’s role to ensure 
child and adolescent rights. Indicators that assess outcomes 
are discussed in the workshops, including the alternatives 
to change the direction of a project while in progress as 
needed. each initiative will receive support for up to 3 years 
according to the results it presents.

Lessons for life

Wilson Roberto Batista, the general manager of the branch at the 
Associação de comércio Industrial (AcI), in the city Araçatuba, 
upstate são Paulo, came from a humble origin. In 1989, when he 
was seven years old, he used to stay at the creche do Rui daycare 
center, currently sponsored by Amigo de valor. In 1996 he started to 
develop activities in music and did some work at the center’s office.

 “from 1996 to 2000, the social work I developed at creche do 
Rui enhanced my development in interpersonal relationship and 
reinforced the values of family and everyday responsibility”, says 
Wilson. In 2000, he entered the Business Administration graduate 
course and with the money he received from the daycare center 
he paid his college tuition. In 2001, he was recruited by san-
tander as an intern and became a regular employee three years 
later. to date he has had a number of positions in Araçatuba. 

 “My trajectory is based on the concepts and principles I learned from 
my family and were reinforced by my work at the creche do Rui. I 
learned how to pursue my dreams with lots of determination, taking 
the right paths while meeting people who opened doors for me”, 
added he. “the Amigo de valor initiative is rather important for entities 
such as creche do Rui; not only does it contribute to social causes 
but also to change behavior in individuals. the program is very well 
conducted and that is why I believe it is here to stay” prophesizes he.
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Change of route

the canto da escola stores, sponsored by Instituto escola 
Brasil with offices in three Banco Real buildings in the city 
of são Paulo, were discontinued in 2009. In the almost 
ten years of their existence, they helped disseminate the 
concepts of sustainability and ethical trade in the Bank while 
strengthening hundreds of communities that produced the 
items sold in the stores. 

the café and the flower shop at Alameda das flores, located 
by the old Banco Real headquarters, at Avenida Paulista, 
were also discontinued in october. At the end of 2009 
new improvements were made at the location such as the 
increase in the number of light poles, change of garbage 
cans and painting. the decision to discontinue both projects 
resulted from an assessment of the activities based in goals 
and results.

the past experience continues to inspire the santander 
commitment with the communities it is part of, including 
the neighborhood of the new headquarters at vila olimpia, 
in the city of são Paulo. currently the Bank is working in a 
partnership with the entity Águas claras do Rio Pinheiros, 
a not-for-profit organization with local businessmen as 
members in an effort to promote the environmental recovery 
of the River Pinheiros and its affluents. In addition, improve-
ments were made to the Parque do Povo, in the neighboring 
area of torre santander.

Women as entrepreneurs

In addition to its education projects, sponsoring entrepreneurship 
programs is a strategic guideline for the Bank. that is why the Bank 
restructured the existing Parceiros em Ação program in order to imple-
ment social projects to support micro-entrepreneurs and community 
groups engaged in business activities created and led by women.

the goal is to generate income by promoting leadership, association 
and cooperation with focus on environmental issues and in order to 
develop conditions so that the project outcome may have continuity 
and long lasting impact in the medium and long term.

In 2009, the program, with the additional support of Aliança empre-
endedora, a ngo acting in entrepreneurship development, integration 
and support programs, totaled 225 projects enrolled throughout Brazil. 
from this total five were selected to receive funding and technical 
training. In 2010 santander employees will act as “social mentors” by 
providing support and consulting to manage these enterprises.
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University cooperation

santander’s Rede universia is a network integrating 1,169 higher 
education institutions in 23 countries in latin America and the 
Iberian Peninsula in order to provide services to universities and 
support for common projects. the key integrating element in the 
network is the universia portal, which develops free content and 
services for the academia for a total of 13.5 million students and 
teachers.

A number of initiatives were promoted by universia Brasil in 
2009 in order to stimulate debate about higher education in 
Brazil by involving the academic community in actions promoting 
education. Within the observatório line, in a partnership with 
IBM, universia inaugurated the english language self-learning 
lab at the universidade federal de Minas gerais (ufMg). the 
initiative helps students learn english in order to promote their 
academic mobility. At the universidade estadual Paulista “Julio de 
Mesquita filho” (unesp), universia implemented the language 
self-learning lab at the IBIlce (the Biosciences, humanities and 
sciences Institute).

In a partnership with the Pontifícia universidade católica do Rio 
de Janeiro (Puc-Rio) universia Brasil organized the “Innoversia e 
os desafios da inovação” (Innoversia and the challenges of inno-
vation) seminar, which highlighted the benefits of the universia 
portal, created to promote a closer relationship between corpora-
te technological innovation needs and the capacities of resear-
chers and scientists in latin America and the Iberian Peninsula. 
universia promoted jointly with serasa experian a meeting with 
150 participants to encourage the participation of researchers 
in a program that grants scholarships for those involved applied 
research. 

universia also promoted two important meetings to discuss 
higher education. one of them was the “seminário novas 
tendências em ensino-Aprendizagem” (the new learning trends 
seminar), at the universidade federal do Rio grande do sul 
(ufRgs), with 175 delegates. the second meeting “A Respon-
sabilidade da universidade Brasileira como Agente de coesão e 
Inclusão social” (the Role of Brazilian universities as an Agent 
for social cohesion and Inclusion), counted on the presence of 
30 deans of the Associação nacional dos dirigentes das Institui-
ções federais de ensino superior (Andifes), an organization for 
managers of higher education institutions. the discussion, which 
took place in Belo horizonte, was the preliminary event to the “II 
encontro de Internacional de Reitores universia” (the second uni-
versia International Meeting for deans), to be held in guadalajara 
(Mexico) in 2010. 

through the opencourseWare (ocW), a virtual space that makes 
available class materials for higher education students, the 
universities that are partners with universia can become part of 
a large network for the dissemination of academic knowledge, 
including some of the best universities worldwide. In Brazil 22 key 
universities have become signatory of the project. 

In order to create a bridge between students and the job market, 
promoting employability, universia announced the service 
“universia emprego” during the 15th Recruiting Week at the 
Mackenzie Presbyterian university. 

In order to develop the creative talent of university students, 
universia sponsored initiatives such as the u>Rock, the first 
Iberian-American college band contest, with over 1,100 partici-
pating universities and colleges in Iberian America. Among the 
actions to promote creative idleness are the fototalentos photo-
graphy contest for college students, which had 1,438 enrollments 
in Brazil, and the copa universia, the first international soccer 
tournament organized by the entity in uruguay.
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Entrepreneurship and innovation

the 5th edition of the santander entrepreneurship and science and Innovation 
Awards (Prêmios santander de empreendedorismo e de ciência e Inovação) 
sponsored by santander universidades under the development and mana-
gement of universia Brasil, awarded eight winners. each winner received R$ 
50,000. the winners were selected among 20 finalists throughout the country 
and they received the honors in ceremonies that took place in the cities of 
Porto Alegre, Recife and são Paulo. 

demercil de souza oliveira Junior, a doctor and researcher from the universida-
de federal do ceará (ufc), won the santander science and Innovation Award 
in the Industry category. he developed a project to expand the local distribu-
tion of electric energy to distant places through wind-power throughout Brazil.

According to the engineer, this action is made feasible from the improvement 
of a battery charger for small wind turbines. the great advantage of this 
equipment is its capacity to draw a maximum volume of electricity from wind 
power systems whilst the chargers used currently are not very resistant, which 
is a vulnerability for the service to be supplied.

he suggests the commercial production of a system that provides enhanced 
performance in the distribution of electric energy by a wind power source and 
highlights the public importance of this initiative. “the project can enable the 
use of small wind power systems for consumers that are far from the regular 
electric system, and in particular may support the “luz para todos” (electricity 
for all) program sponsored by the Ministry of Mining and energy, focusing on 
the universalization of electricity in the country”, added he.

the project relied on the cooperation of students from the grupo de Proces-
samento de energia e controle (gPec), one of the extensions of the electric 
engineering department (dee) of the ufc. With the award, demercil plans to 
invest in the production of ten prototypes and distribute them to international 
manufacturers for evaluation.

the 2009 edition of the santander entrepreneurship and science and Innova-
tion Awards had 2,116 enrollments, an 11% growth year on year. the objective 
of the awards is to encourage an entrepreneurial action and the scientific 
research in the academia while revealing new talent that will benefit the 
Brazilian society.
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cultural Investment
A commitment with culture

santander invests in cultural activities via partnerships that 
value creativity, respect the local culture and contribute to 
social transformation. In 2009 the initiatives in this area 
were consolidated and grouped into three fronts: collection, 
sponsoring and the Institutos culturais, located in Porto Alegre 
(santander cultural) and Recife (Instituto cultural Banco Real).

the art collection was integrated in 2009, and is comprised of 
important works of art by Brazilian artists covering the decades 
of 1940 and 1970. the sponsoring is focused on the support to 
educational programs and to encourage cultural production.

the Institutos culturais, in turn, maintained their focus on the 
development of the cities and regions where they are located 
by widening the access of the population to cultural goods and 
services and promoting local art with a global vision. santan-
der cultural, in Porto Alegre, received 210,000 visitors in all 
of its areas. the institute had an extensive schedule in visual 
arts in 2009, with 144,000 visitors in this area. In addition to 
the unique exhibition Reflexio – Imagem contemporânea na 
frança, included in the official commemorations of the year of 
france in Brazil, with important names of contemporary french 
photography, the exhibition Projetáveis, which was part of the 
7ª Bienal do Mercosul – grito e escuta, was the highlight of a 
partnership that has been promoting for eight years one of the 
most prestigious bienais (art exhibitions that take place every 
two years) in the country.

We also highlight the strategic program for the creative de-
velopment of cities with the international seminar seminário 
Internacional Porto Alegre cidade criativa, as a result of a par-
tnership with the city government, unesco and approximately 
15 partnerships, including spanish and Brazilian professionals 
to discuss new paths for the sustainable development of the 
city of Porto Alegre. the institute also promoted and hosted the 
ceremony to grant the awards to the winning projects of the vI 
concurso de desenvolvimento de Projetos de longa-Metragem 
(a feature film project contest) and the activities in connection 
with the 55ª feira do livro de Porto Alegre (a book fair in Porto 
Alegre) including events for schools, autograph sessions, lectures, 
workshops, performances and film sessions. 

the ouvindo Música (listening to Music) project totaled 31 
concerts in 2009, with an audience of 5,800. the chorinho, 
choro and samba (local music genres) workshops in the fazendo 
Música project involved a group of important producers, 
musicians and players in order to divulge this musical genre in 
the state. the cine santander cultural attracted an audience of 
approximately 16,000 people in a partnership with the casa de 
cinema de Porto Alegre focused on the attraction of audiences 
and with the participation of filmmakers, actors and producers 
in discussions such as commented sessions, previews, courses 
and festivals. educational sessions such as workshops, individual 
meetings with teachers, mediated visits and workshop activities 
involved more than 22 thousand people in 2009. 
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In Recife, visual art activities, including exhibitions and educa-
tional services had more than 42,000 visitors to galleries and to 
the Instituto cultural Banco Real (IcBR). Among the highlights 
are the two editions of the Projeto contemporâneos Pernam-
bucanos, including the Marcantonio vilaça collection and the 
photo exhibition Impressões visuais to commemorate the 50th 
anniversary of the fulbrigth scholarship us-Brazil program. 

other important exhibitions were o céu de Pernambuco na 
terra dos maracatus, presenting the works of Pernambuco-born 
artist and photographer carlos Assunção filho, aka cafi, and 
the exhibition A arte do barro e o olhar da arte which brought 
a series of 109 photographs, many of them showed for the first 
time, by Pierre fatumbi verger, with the objective of celebrating 
the centennial of vitalino Pereira dos santos, known as Mestre 
vitalino. 

In 2009, the Instituto cultural Banco Real hosted the lauch of 
funARte’s Arte e Patrimônio em Pernambuco and started to 
promote educational activities. Among them, there were two 
editions of oficina fazer e Pensar Arte, based on the Marcan-
tonio vilaça collection. In the first year of activity, 338 people 
participated in the activities, including public and private school 
teachers, artists, opinion leaders, educators, social workers and 
psychologists.

In music, the choir meeting in commemoration of 90 years 
of the town of Moreno (Pe) and the festival Juntos por uma 
vida melhor – Atmosfera musical attracted an audience of 
1.9 thousand people in 2009. two book launches were also 
promoted at the Institute during the year. vidas escondidas, 
by tereza viana costa carvalho, and os girassóis, by garibaldi 
otávio, attracted 552 visitors to the IcBR galleries.
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We have changed 
address: high 

technology and 
environmental pride

santander’s new administrative 
headquarters in são Paulo is an 
example of how it is possible to 

combine modernity, well-being and 
respect for the environment.
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of dIRectoRs of sAntAndeR In BRAzIl

MessAge fRoM the PResIdent of sAntAndeR In BRAzIl 

PRofIle

coRPoRAte goveRnAnce

MARKet of oPeRAtIons

stRAtegy And MAnAgeMent

BusInesses

econoMIc And fInAncIAl InfoRMAtIon

RIsK MAnAgeMent

IntAngIBle Assets

socIAl And cultuRAl InvestMent

envIRonMentAl MAnAgeMent
sAntAndeR In the WoRld

 IfRs fInAncIAl stAteMents

BR gAAP fInAncIAl stAteMents

gRI IndIcAtoRs

IndePendent AudItoRs´ lIMIted AssuRAnce RePoRt

3

6

9

12

18

33

37

41

58

81

97

110

119
124

132

292

410

438

1192009 AnnuAl RePoRt



the torre santander, held as a symbol of the integration process, 
serves as a work and meeting place for a part of the group’s 
employees. located in south são Paulo on the bank of the river 
Pinheiros and close to the Parque do Povo, the 28-floor building 
was designed to provide comfort and well-being for its employe-
es, combining technology with respect for the environment.

the building has a capacity of 6,500 people. the distribution of 
workstations was designed in such a way that everyone can enjoy 
the view through the windows. there are no partitions or walls 
separating areas or people, including directors. the building’s 
facilities include restaurants, a fitness gym, a travel agency and a 
library, to name a few. As far as the bank is concerned, comforta-
ble working conditions generate greater engagement, a sense of 
belonging, and consequently, greater productivity 

In order to comply with standards of accessibility, meetings 
were held with minority groups and some suggestions were 
incorporated into the project. one of these was the enlargement 
of instructions in Braille and of the areas with tactile floor tiles. 

furthermore, the restroom door openings and the height of the Id 
tag sensors were also redesigned in order to improve access for 
people suffering from dwarfism and wheelchair users.   

flavio cecere, a business operator at Aymoré financiamentos, 
participated in this initiative. “I admire the bank’s policy of inclu-
ding handicapped people both inside and outside the company. 
When you have no contact with handicapped people, you often 
unintentionally overlook these points of improvements”, remarks 
flavio, who uses a specially adapted car to get around são Paulo. 
“the customers I visit are very receptive and visibly pleased to see 
me engaged in my work”, he declares. 
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eco-efficiency
comfort in the workplace is guaranteed by automatically regu-
lated lighting and air-conditioning systems, which also ensure 
energy efficiency. the windows are lined with a protective film 
that reduces solar heat by 80%, the computers have energy 
efficient lcd screens, and the furniture is made of certified wood. 
In addition, rainwater is captured and reused for watering the 
building’s gardens and in toilet systems, which are equipped with 
vacuum flushes. the printers are operated with an access control 
card (Id badge), thus avoiding waste and ensuring confidentiality 
of information. 

selective garbage collection enjoys the collaboration of the 
employees, who separate the materials on their desks. the final 
sorting is carried out by a company that sells and donates part of 
the waste to waste picker cooperatives. In 2009, the income from 
the sale of paper was passed on to social initiatives sponsored 
by the bank, such as the Projeto escola Brasil (PeB) and Apabex 
(Associação dos Pais Banespianos de excepcionais). 

All these practices led to the torre santander being awarded the 
Iso 14001 certification, meaning that the environmental manage-
ment system meets the requirements set forth in the standard. 
A further six administrative buildings in são Paulo and Belo ho-
rizonte, along with our fernando de noronha branch, have been 
awarded this certification. 

In 2009, Papa-Pilhas, a battery and cell phone recycling program, 
collected 155.5 tonnes of this type of waste from the 2,062 
collection points located in the branches of both santander 
and Banco Real, in addition to schools and the headquarters of 
partner companies.
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I’m going by bike

It is impossible to talk about são Paulo without mentioning its chaotic traffic. 
Mobility is now one of the city’s greatest challenges. We could not remain obli-
vious to this fact on deciding to relocate the administrative headquarters of the 
bank and consequently interfering with the routine of most of the employees 
and people who walk on the streets around the building on a daily basis.

We sought out solutions to reduce this impact and to promote the quality 
of life and a healthy co-existence with the city. We strove to encourage 
the use of public and collective transport and scheduled the arrival and 
departure times of employees to avoid traffic jams and crowds during 
rush hour periods. We also created the carona Amiga project (friendly 
Ride), which offers 300 personalized spaces in the torre santander 
parking lot for employees who give colleagues a ride to work. there are 
115 vehicles registered on the program, transporting 303 people.

the building also has a bicycle park for whoever prefers this type of trans-
port. one of the 30 employees who have already chosen this option is Paulo 
Mathias, network communications coordinator. “I’m exercising, I’m not pollu-
ting the atmosphere and I’m saving money at the same time”, he explains. 
dressed in cycling gear, it takes Paulo around 40 minutes to ride from his home 
in Morumbi to the bank in vila olímpia. he leaves his work clothes in a locker 
in the torre santander changing rooms, which are also equipped with showers. 
“I thought the santander initiative was fantastic. I have always wanted to 
work at a company with this type of profile”, he declares. “My advice to 
whoever wants to go to work by bicycle is to be vigilant and careful. you 
need to choose the right route and quiet streets, so that there is somewhere 
you know to take shelter in the case of unforeseen events (rain or falls)”. 
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Alliance for the climate
santander has initiatives that help minimize the impacts on 
climate change, both in the management of the eco-effi-
ciency of its activities and in its role as a financial agent.  

In 2009, it joined the ePc initiative – empresas pelo clima 
(companies for the climate) promoted by the fundação 
getulio vargas. the idea of the project is to operate as an 
entrepreneurial platform for the mitigation and adaptation 
to climate change by supporting strategies, policies and 
systems for the management of greenhouse gas emissions, 
and by promoting support for the regulatory milestone for a 
low carbon economy in Brazil. It also became a sponsor of 
the carbon disclosure Project Brazil (cdP Brazil), a project 
aimed at collecting and divulging information on policies of 
climate change adopted in the various business sectors of 
the economy. 

In 2009, the bank invested in the inventory of its greenhouse 
gas emissions based on the Brazil ghg Protocol, standardi-
zed and adapted to Brazilian reality, especially concerning 
issues related to the energy and fuel matrix. As from 2010, 
these emissions will be offset by the floresta Real project, 
which includes the planting of 60,000 native species trees 
in degraded regions with a low hdI (human development 
Index).

White or recycled paper?

santander’s eco-efficiency actions are also present in the daily offer 
of services and products. After careful analysis, the bank decided 
to adopt a mixed policy, using white or recycled certified paper 
for the printers and printed material for customers. this includes 
check books, consolidated account statements and collection and 
changes in credit limit notices. this type of paper is the result of 
the adoption of sustainable practices from planting to processing, 
with an environmental performance equal to the recycled paper. 
When making this decision, the bank took into account the evo-
lution of the paper industry, which has incorporated alternatives 
for cleaner production and a guarantee of the origin of the pulp. 

As the proposal is also about reducing and reusing, we develo-
ped the grouped payment slip for corporate customers, which 
enables up to four billings to be printed on one sheet of paper. 
Individual customers may also opt for the service of receiving 
checking account statements and credit card invoices by e-mail.
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santander in  
the World
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Main figures of the group

* Includes capital gains and extraordinary allowances.
1 2007 in BIs 1 criteria.
2 (capital +Reserves +Minority Interests +Profits -treasury stock -dividends -valuation adjustments -goodwill-Intangibles) / (total assets-goodwill-Intangibles).
3 (deposits+medium and long-term wholesale financing+capital)/total assets (without trading derivatives).
4 2007 and 2008 adjusted to the capital increase at the end of 2008 with preferential subscription rights.

Balance sheet and income 
statement (€ Million) 2009 2008

% 
2009/2008 2007 2007*

total assets 1,110,529 1,049,632 5.8 912,915

customer loans (net) 682,551 626,888 8.9 571,099

Managed customer funds 900,057 826,567 8.9 784,872

shareholders’ funds 70,006 63,768 9.8 51,945

total managed funds 1,245,420 1,168,355 6.6 1,063,892

net interest income 26,299 20,945 25.6 14,443

gross income 39,381 33,489 17.6 26,441

net operating income 22,960 18,540 23.8 14,417

Attributable profit to the group 8,943 8,876 0.7 8,111 9,060

Ratios (%)

efficiency (with amortization) 41.7 44.6 45.5

Roe 13.90 17.07 19.61 21.91

RoA 0.86 0.96 0.98 1.09 

RoRWA 1.74 1.86 1.76 1.95

core capital1 8.6 7.5 6.3

tier 11 10.1 9.1 7.7

Ratio BIs1 14.2 13.3 12.7

tangible capital/tangible assets2 4.3 3.6 3.4

Ratio of basic financing3 76.0 75.1 74.9

non-performing loan (nPl) ratio 3.24 2.04 0.95

nPl coverage 75 91 151

The share and capitalisation

number of shares in circulation (million) 8,229 7,994 2.9 6,254

share price (euros) 11.550 6.750 71.1 13.790

Market capitalisation (million euros) 95,043 53,960 76.1 92,501

shareholders’ funds per share (euros)4 8.04 7.58 7.23

share price/shareholders’ funds per share (times)(4 1.44 0.89 1.91

PeR (share price/attributable profit per share) (times)4 11.05 5.53 11.56

Attributable profit per share (euros)4 1.0454 1.2207 (14.4) 1.1924 1.3320

nominal dividend per share 0.60 0.65 (7.4) 0.65

dividend per share (euros)4 0.6000 0.6325 (5.1) 0.6068

total shareholder return 4,919 4,812 2.2 4,070

Other figures

number of shareholders 3,062,633 3,034,816 0.9 2,278,321

number of employees 169,460 170,961 (0.9) 131,819

continental europe 49,870 48,467 2.9 47,838

united Kingdom 22,949 24,379 (5.9) 16,827

latin America 85,974 96,405 (10.8) 65,628

sovereign 8,847

corporate activities 1,820 1,710 6.4 1,526

number of branches 13,660 13,390 2.0 11,178

continental europe 5,871 5,998 (2.1) 5,976

united Kingdom 1,322 1,303 1.5 704

latin America 5,745 6,089 (5.6) 4,498

sovereign 722
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santander was the fourth bank  
in the world by earnings, with 
attributable profit of € 8,943 million

Ordinary attributable 
profit
€ Millions

2007 2008 2009

9,060

8,111*

8,876
8,943

+0.7%

Total shareholder 
return
€ Millions

+2.2%

2007 2008 2009

4,070

4,812
4,919

Gross income
€ Millions

+17.6%

2007 2008 2009

26,441

33,489

39,381

Net operating income
€ Millions

+23.8%

2007 2008 2009

14,417

18,540

22,960

Core capital
%

20071 2008 2009

6.3

7.5

8.6

+1.1 p.p.

Efficiency
%

2007 2008 2009

45.5
44.6

41.7

-2.9 p.p.

*excludes capital gains and extraordinary allowances.
12007 in BIs 1 criteria.
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santander’s busines in 2009
“Without doubt, the international bank that has come

through the crisis the best - and taken advantage of the

opportunities that have arisen from it - is santander”

Grupo Santander results

grupo santander’s ordinary attributable profit of € 8,943 million 
was 1% higher than in 2008. santander was the only large 
international bank since the onset of the financial crisis that held 
its profit and the amount assigned to dividends.
the recurrence of gross income, which grew 18%, and strict 
management of operating costs produced a further gain in the 
efficiency ratio to 41.7% and growth in net operating income  
of 24%.

In an environment of lower growth in banking business,
grupo santander focused on attracting deposits (+21%) and
linking customers. the good liquidity and capital position
enabled the Bank to maintain normal lending, supporting and
financing the profitable projects of its individual and corporate
customers. lending increased 9%.the prudent risk management 
that is a hallmark of grupo santander was reflected in 2009 

in levels of non-performing loans and coverage better than the 
averages of the banking sector in the three geographic areas 
where the Bank operates.
the € 2,587 million of capital gains obtained during 2009 were
wholly assigned to strengthening the balance sheet. At the
end of 2009, santander had more than € 6,700 million of
generic funds, sufficient for 2010 and 2011.

Business Model

the Bank’s core/main markets are: spain, Portugal, germany the 
uK, Brazil, Mexico, chile, Argentina and the us, organized around 
three geographic areas, each one with its own currency for  
management purpose: the euro in continental europe, sterling  
in de uK and the dollar in the Americas.
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continental europe
santander generated € 5,031 million of attributable profit 
in continental europe and strengthened its leadership  
in this area’s mainmarkets

santander is spain’s retail and private banking leader and
the largest bank in Portugal by profits. It is also the
consumer finance leader in germany and in other european
countries. It also has wholesale businesses, asset
management and insurance in continental europe. Both
euromoney and the Banker named santander the best bank
in 2009 in continental europe.

In an environment of low economic growth and a gradual
recovery in the stability of financial markets, santander’s main
retail banking businesses in continental europe remained  
notably strong.

the resistance of our business units to the cycle and the excellent
performance of global Wholesale Banking, spurred by customer
revenues, produced very favourable growth in gross income, net
operating income and profits. Particularly noteworthy was the
growth of net operating income in all the business units in
continental europe.

Continental Europe

Santander 
Branch  

Network Banesto Portugal

Santander 
Consumer 

Finance

Total 
Continental 

Europe

customers (million) 8.9 2.5 1.9 13.2 27.0

Branches (number) 2,934 1,773 763 311 5,871

employees (number) 19,064 9,727 6,294 9,362 49,870

customer loans* 115,582 75,449 32,294 56,893 322,026

Managed customer funds* 101,596 97,848 37,068 34,304 321,122

net operating income* 3,252 1,551 726 2,976 10,312

Attributable profit* 2,012 738 531 632 5,031

efficiency (%) 39.4 39.9 42.8 28.0 36.4

Attributable profit
€ Millions

2008 2009

+6.9%

4,705 5,031

Efficiency
%

2008 2009

-1.1 p.p.

37.5
36.4

overall, the growth of this area’s profits was due to revenues,
mainly net interest income, and control of operating costs. As a
result, the efficiency ratio, including amortization, improved by
1.1 p.p. to 36.4%.

* Million euros 
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united Kingdom
santander uK enjoyed an excellent year and made a profit of 
£1,536 million, progressed in integrating its business networks  
and was named the Best Bank in the uK by both euromoney
and the Banker.

grupo santander conducted its retail banking activity in the
uK via three networks: Abbey, with 720 branches and part
of the group since 2004; Bradford & Bindley (325 branches)
and Alliance & leicester (277 branches). the latter two
were acquired at the end of 2008. santander is the second
largest bank in the uK by mortgage lending (market share
of 13%) and the third biggest by deposits (10% share).

santander generated £ 1,536 million of attributable profit in the
uK in 2009, 55.1% more than in 2008 (+38.4% in euros).
Bradford & Bingley and Alliance & leicester made a positive
contribution to these results (£ 280 million). excluding the new
incorporations and so on a like-for-like basis, santander’s
attributable profit in the uK continued to show a very solid
evolution (+27%).

the good evolution of results in the uK was based on revenue
growth much higher than that of the market, strict control of

Attributable profit
€ Million

2008 2009

+38.4%

1,247

1,726

Efficiency ratio
%

2008 2009

-4.5 p.p.

45.3

40.8

costs, exploiting the advantages derived from the integration of
businesses and a prudent lending policy. All of this is reflected in
the efficiency ratio, which improved by 4.5 p.p. to 40.8%, and
the non-performing loan ratio of 1.71%. Both ratios compare
very well with the sector’s averages.

United Kingdom

customers (million) 25,6

Branches (number) 1,322

employees (number) 22,949

customer loans* 227,713

Managed customer funds* 244,731

net operating income* 3,231

Attributable profit* 1,726

efficiency (%) 40.8

* Million euros.
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latin America
santander posted an attributable profit of us$5,331 million  
(€ 3,833 million) and consolidated itself as the leading
financing franchise in latin America

latin America is a priority in the group’s global strategy.
the region, where santander has a 10% market share,
generates one-third of the group’s attributable profit.

Banco santander continues to contribute to the region’s
“bankarisation”, with its customer base of more than 35 million
and market shares in lending and savings of 11.5% and 9.5%,
respectively.

In 2009, santander fostered the loyalty of its customer base and
optimum management of spreads, while paying particular
attention to risk assets and their relation to capital.

Progress continued to be made in fine-tuning the strategy for
latin America defined in the “Programa América 20.10” and
adapting it to the new economic environment. the focus was
placed on a selective and moderate increase in lending, growth in
deposits, linkage of customers and strict control of spending and
investments. Meanwhile, the business franchise and recurring
revenues continued to be strengthened.

Latin America Brazil1 Mexico Chile Argentina Uruguay Colombia
Porto 
Rico Peru

Total 
Latin 

America

customers (million) 22.5 8.7 3.2 2.0 0.3 0.4 0.5 0.1 37.7

Branches (number) 3,593 1,093 498 298 42 77 130 1 5,745

employees (number) 50,961 12,466 11,751 5,780 815 1,330 1,809 33 85,974

customer loans* 53,924 11,489 19,379 2,754 778 1,507 3,888 249 97,901

Managed customer funds* 105,667 24,585 23,948 4,000 2,047 2,167 8,218 196 184,181

net operating income* 7,376 1,542 1,196 417 66 67 166 9 11,071

Attributable profit* 2,167 495 563 226 51 33 33 4 3,833

efficiency (%) 37.0 34.2 33.2 41.4 54.0 57.8 50.4 40.6 37.3

Attributable profit
€ Millions

2008 2009

+6.2%

3,609 3,833

Efficiency
%

2008 2009

-6.6 p.p.

43.9
37.3

*Million euros.
1data from Brazil out in this table have been prepared taking into account corporate criteria of the santander group and may not coincide with those published by santander in Brazil.
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united states
With the acquisition of
sovereign,santander enters
retail banking in the us.

sovereign has 722 branches, 2,359 AtMs and close to
us$100,000 of customer loans and deposits.

Banco santander’s investment in sovereign goes back to 2006
when the Bank acquired a 25% stake. In January 2009, after
being invited by sovereign’s Board to make an offer, Banco
santander acquired the 75.65% it did not own. the operation
was done through an exchange of shares via a capital increase,
which had won the support of Banco santander’s shareholders
at an extraordinary meeting.

sovereign’s business model, focused on retail customers and
small firms, fits very well with santander’s retail banking model,
and offers a notable profit growth potential for the coming
years, both through business as well as cost synergies.
sovereign’s integration into the group also enhances
santander’s geographic diversification.

sovereign concentrates on the north east of the us, one of the
country’s most attractive areas and which has six of the 26
largest us cities. the Bank has a significant presence in the
states of new york, Massachusetts, Pennsylvania, Rhode Island,
new hampshire, connecticut, new Jersey and Maryland.

United States - Sovereign

customers (million) 1.7

Branches (number) 722

employees (number) 8,847

customer loans* 34,605

Managed customer funds* 44,581

Managed customer funds* 582

Attributable profit* (25)

efficiency (%) 60.2

* Million euros.
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us$ million

Efficiency
%

1t09 2t09 3t09 4t09

74.5

61.0
57.6

53.9

Q1-09 Q2-09 Q3-09 Q4-09

-25 -10
+4

-4

sa
nt

an
de

r

1312009 AnnuAl RePoRt sAntAndeR In the WoRld 



financial
statements IfRs

operating and financial Review and financial
statements prepared in accordance with
International financial standards (IfRs)

Key IndIcAtoRs

MessAge fRoM the chAIRMAn of the BoARd  
of dIRectoRs of sAntAndeR In BRAzIl

MessAge fRoM the PResIdent of sAntAndeR In BRAzIl 

PRofIle

coRPoRAte goveRnAnce

MARKet of oPeRAtIons

stRAtegy And MAnAgeMent

BusInesses

econoMIc And fInAncIAl InfoRMAtIon

RIsK MAnAgeMent

IntAngIBle Assets

socIAl And cultuRAl InvestMent

envIRonMentAl MAnAgeMent

sAntAndeR In the WoRld

IfRs fInAncIAl stAteMents
BR gAAP fInAncIAl stAteMents

gRI IndIcAtoRs

IndePendent AudItoRs´ lIMIted AssuRAnce RePoRt

3

6

9

12

18

33

37

41

58

81

97

110

119

124

132
292

410

438

1322009 AnnuAl RePoRt



financial statements IfRs
the following discussion of our financial condition and results 
of operations should be read in conjunction with our financial 
statements as of and for the years ended december 31, 2009, 
2008 and 2007 and the related notes thereto, and with the 
financial information presented under the section entitled 
“selected financial data”. the preparation of the financial 
statements referred to in this section required the adoption of 
assumptions and estimates that affect the amounts recorded as 
assets, liabilities, revenue and expenses in the years and periods 
addressed and are subject to certain risks and uncertainties. our 
future results may vary substantially from those indicated as a 
result of various factors that affect our business. our financial 
statements as of and for the years ended december 31, 2009, 
2008 and 2007, together with the report of our independent 
registered public accounting firm have been prepared in accor-
dance with IfRs. our results of operations for periods ended 
december 31, 2008 and thereafter are not comparable to the 
respective periods prior to that date because of the consolida-
tion of Banco Real as from August 30, 2008.

Overview

We are a leading full-service bank in Brazil, which we believe 
to be one of the most attractive markets in the world given its 
growth potential and low penetration rate of banking products 
and services. We are the third largest private bank in Brazil, 
according to the central Bank, with a 9.2% market share in 
terms of assets, as of september 30, 2009 and the largest bank 
controlled by a major global financial group. our operations are 
located across the country and strategically concentrated in the 
south and southeast, an area that accounted for approximately 
73.0% of Brazil’s gdP in 2007, and where we have one of the 
largest branch networks of any Brazilian bank. for the year ended 
december 31, 2009, we generated net profit of R$5.5 billion, 
and at that date we had total assets of R$315.9 billion and total 
equity of R$69.3 billion. our Basel capital adequacy ratio (exclu-
ding goodwill) was 25.6%. 

We operate our business along three segments: commercial 
Banking, global Wholesale Banking and Asset Management 
and Insurance. through our commercial Banking segment, we 
offer traditional banking services, including checking and saving 
accounts, home and automobile financing, unsecured consumer 
financing, checking account overdraft loans, credit cards and 
payroll loans to mid-and high-income individuals and corpora-
tions (other than to our gB&M clients). our global Wholesale 
Banking segment provides sophisticated and structured financial 

services and solutions to a group of approximately 700 large local 
and multinational conglomerates, offering such products as global 
transaction banking, syndicated lending, corporate finance, equity 
and treasury. through our Asset Management and Insurance 
segment we manage fixed income, money market, equity and 
multi-market funds and offer insurance products complementary 
to our core banking business to our retail and small-and medium-
sized corporate customers.

Effects of the Global Financial Markets Crisis on our 
Financial Condition and Results of Operations 

the global financial markets crisis has significantly affected the 
world economy since the second half of 2008. It has led to re-
cessions and increasing unemployment in the world’s leading eco-
nomies, a reduction in investments on a global scale, a decrease 
in raw material prices and a sharp decline in credit availability 
and liquidity, as well as a general closure of the capital markets 
worldwide. In Brazil, however, the effects of the global financial 
markets crisis have been relatively moderate compared to those in 
the united states and europe, and the Brazilian economy has ex-
perienced a rapid and strong recovery. After experiencing a 3.5% 
decrease in gdP in the last quarter of 2008 and a 0.9% decrease 
in gdP in the first quarter of 2009, gdP growth resumed in the 
second quarter of 2009, driven mostly by the strong domestic 
demand. the second, third and fourth quarters of 2009 had gdP 
increases of 1.4%, 1.7% and 2.0%, respectively. While some 
export-oriented companies in the raw material and certain other 
industries suffered revenue decreases due to decreased demand 
in the international markets in 2009, relatively strong domestic 
demand helped to reduce the impact of the global crisis on the 
Brazilian economy. Positive developments in the labor market and 
associated increases in the minimum wage, were the main drivers 
for the strong internal demand. 

Brazilian banks are funded almost entirely by domestic deposits, 
which have increased during the financial crisis as funds were 
moved from asset management vehicles into bank deposits, 
which are perceived to be safer. Also, the central Bank diminished 
reserve requirements and public banks increased their supply of 
credit. As a result, the global liquidity crisis had relatively little 
impact in Brazil. In addition, the credit default swap market in 
Brazil is still in its incipient stages and Brazilian banks may only 
acquire overseas credit default swaps through their non-Brazilian 
branches.  

BANCO SANTANDER (BRASIL) S.A.
MAnAgeMent’s dIscussIon And AnAlysIs of fInAncIAl condItIon And Results of oPeRAtIons
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to date, the principal effects of the crisis on our business have 

been the following:

  Increased provisioning for loan losses due to expectations 
of increased rates of default, particularly from our small-and 
medium-sized corporate borrowers since the fourth quarter of 
2008 through the third quarter of 2009; 

  An increase in the cost of domestic funding resulting mainly 
from the unavailability of external funding; and 

  A decrease in the rate of growth of credit volumes, particularly 
among individual borrowers in 2008 and corporate clients in 
2009. 

the global financial crisis has not had a material impact on our li-
quidity and capital resources due to the relatively stable economic 
environment in Brazil, our relatively low dependence on funding 
from the international markets, the strict compulsory deposit 
requirements of the central Bank and a relatively large liquidity 
cushion we built up in response to the global financial crisis. We 
gauge liquidity needs on a recurring basis based on our business 
plans and we pursue funding actions based on anticipated 
funding needs. At december 31, 2008 and december 31, 2009, 
our Basel capital adequacy ratio as measured by the central 
Bank criteria was 14.7% and 25.6%, respectively. our securities 
portfolio consists mainly of Brazilian government fixed income 
securities, and therefore we did not have a high level of exposure 
to the downturn in the worldwide equity markets in 2008 and the 
first quarter of 2009.

Acquisition of Banco Real

on August 29, 2008, as further described in note 3 to our conso-
lidated financial statements, Banco ABn AMRo Real s.A. and ABn 
AMRo Brasil dois Participações s.A. became our wholly-owned 
subsidiaries pursuant to a share exchange transaction (incorpora 
‹o de a ›es) approved by the shareholders of santander Brasil, 
Banco ABn AMRo Real s.A. and ABn AMRo Brasil dois Partici-
pações s.A., roughly doubling our size in terms of total assets. 
Principally as a result of this transaction, the number of our active 
current account holders increased from approximately 3.5 million 
to approximately 7.7 million from June 30, 2008 to december 31, 
2008, and in the same period, our distribution network increased 
from 1,546 branches and service site units to 3,603 branches 
and service site units. As of december 31, 2007, Banco Real had 
total assets of R$112.8 billion and shareholders’ equity of R$13.2 
billion. With the integration of Banco Real and organic growth, 
we increased our loans and receivables from R$55.0 billion as 
of december 31, 2007 to R$162.7 billion as of december 31, 
2008, and our total deposits increased from R$74.1 billion as of 
december 31, 2007 to R$182.3 billion as of december 31, 2008. 

As a consequence of this acquisition, one of the key factors to 
be considered when analyzing our financial condition and results 
of operations as of and for the years ended december 31, 2008 
and 2007 and the year ended december 31, 2009 and 2008 is 
the consolidation of the entities of Banco Real in our financial 
statements since August 30, 2008. As a result, our results of 
operations for 2008 are not comparable to those of 2007 and 
our results of operations for 2009 are not comparable to 2008. 
In order to analyze the organic developments in our business 
obscured by the effect of the Banco Real acquisition, manage-
ment uses and we present in this information memorandum pro 
forma information for the year ended december 31, 2008 as if 
we had consolidated Banco Real as from January 1, 2008. for a 
complete presentation of this pro forma information, see “unau-
dited Pro forma consolidated financial Information.” 

In addition, to provide meaningful disclosure with respect to our 
results of operations for the year ended december 31, 2008, 
management uses, and we present, in addition to our audited 
results of operations for that period, certain full year 2008 finan-
cial information excluding the results of Banco Real. Banco Real 
was our wholly-owned subsidiary during the last four months of 
2008 and this presentation is intended only to subtract from our 
reported results for 2008 the amounts contributed by Banco Real. 
this information does not purport to represent what our results 
of operations would have been had we not acquired Banco Real. 
We have not adjusted our reported results for any expenses 
incurred in 2008 in connection with the acquisition of Banco Real 
or for any revenue synergies. Management believes that any such 
additional expense or revenue was not material. 
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the following table shows our results of operations for the year 
ended december 31, 2008, the amounts contributed by Banco 
Real in that period, and our reported results less amounts contri-
buted by Banco Real. 

We are seeking to generate cumulative cost synergies from 
the acquisition and integration of Banco Real of approximately 
R$2.4 billion by december 31, 2011 as a result of applying 
best practices across the two banks, integrating the information 
technology platforms, streamlining banking operations and 
workforce, integrating outsourcing operations and centralizing 
management functions. In addition, we are targeting cumulative 
revenue synergies of approximately R$300 million by december 
31, 2011 as a result of cross-selling opportunities arising from 
the integration of Banco Real and santander Brasil and the 
implementation of best practices in customer care for each bank’s 

historical customer base. our ability to achieve these synergy 
targets is subject to a number of risks and we may not realize 
these synergies in the timeframes or to the extent expected, if at 
all. see “Risk factors—Risks Relating to santander Brasil and the 
Brazilian financial services Industry— We may fail to recognize 
the contemplated benefits of the acquisition of Banco Real” and 
“— other factors Affecting financial condition and Results of 
operations — goodwill of Banco Real”. 

For the year ended December 31, 2008
( in millions of Brazilian Reais)

As reported less 
Banco Real

Banco
Real As reported

Interest and similar income  14,694 9,074 23,768

Interest expense and similar charges  (8,023) (4,307) (12,330)

net interest income  6,671 4,767 11,438

Income from equity instruments 35 2 37

share of results of entities accounted for using the 
equity method  6 106 112

fee and commission income  3,801 1,008 4,809

fee and commission expense  (334) (221) (555)

gains/losses on financial assets and liabilities (net)  333 (1,620) (1,286)

exchange differences (net)  300 1,176 1,476

other operating income (expenses) (92) 32 (60)

Total income 10,720 5,251 15,971

Administrative expenses  (4,656) (2,529) (7,185)

depreciation and amortization  (656) (190) (846)

Provisions (net)  (1,113) (117) (1,230)

Impairment losses on financial assets (net): (2,864) (1,236) (4,100)

Impairment losses on other assets (net) (4) (73) (77)

gains/losses on disposal of assets not classified as non-current assets 
held for sale 6 1 7

gains/losses on disposal of non-current assets held for sale 25 (16) 9

Profit before tax 1,458 1,091 2,549

Income tax (217) 47 (170)

Net income 1,241 1,138 2,379
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Other Factors Affecting Financial Condition  
and Results of Operations 

As a Brazilian bank, we are strongly affected by the general 
economic environment in Brazil. the following table presents key 
data of the Brazilian economy for the periods indicated.

Interest Rates

since the implementation of an inflation targeting framework in 
1999, the central Bank has broadly reduced price volatility and 
inflation. the selIc was lowered from 45.00% per annum in 
1999 to 13.75% in september 2008, shortly before the recent 
worldwide financial crisis began. the worldwide financial crisis 
led to further reductions of the selIc, which was set at 8.75% in 
July 2009 (its lowest historical level). the reduction in the selIc 
contributed significantly to the economic recovery. 

the following table presents the low, high, average and period-
end selIc since 2005, as reported by the central Bank. our 
assets are predominantly fixed rate and our liabilities predomi-
nantly floating. the resulting exposure to increases in market rates 
of interest is modified by our use of cash flow hedges to convert 
floating rates to fixed, but we maintain an exposure to interest 
rate movements. At december 31, 2009, a sustained 100 basis 
point increase in market rates of interest along the length of the 
yield curve would have resulted in a R$200 million decline in net 
interest income over a one-year.

Year ended December 31, 

2009 2008 2007

gdP growth(1)  (0.20)% 5.1% 5.4%

cdI rate(2)  9.88% 12.28% 11.91%

tJlP(3) 6.00% 6.25% 6.37%

selIc rate(4) 8.75% 13.75% 11.25%

Increase (decrease) in real value against the us dollar 34.20% (24.2%) 17.2%

selling exchange rate (at period end) R$ per us$1.00 R$ 1,741 R$ 2,337 R$ 1,771

Average exchange rate R$ per us$1.00(5) R$ 2,00 R$ 1,838 R$ 1,786

Inflation (IgP-M)(6) (1.70)% 9.8% 7.7%

Inflation (IPcA)(7) 4.30% 5.9% 4.5%

sources: Bndes, central Bank, fgv, IBge and lcA consultores.
1 Revised series. source: IBge. 
2  the Interbank deposit certificate (certificado de depósito Interbancário, or “cdI” rate) is the average daily interbank deposit rate 
in Brazil (at the end of each month and annually). 

3 Represents the interest rate applied by the Bndes for long-term financing (at the end of the period).
4  the benchmark interest rate payable to holders of some securities issued by the Brazilian government and traded on the special 
system for settlement and custody (sistema especial de liquidação e custódia). 

5 Average of the selling exchange rate for the last day of each month during the period. 
6 the inflation rate is the general index of market prices (Índice geral de Preços-Mercado, or “IgP-M”), as calculated by fgv. 
7 the inflation rate is the consumer price index (Índice de Preços ao consumidor – Amplo, or “IPcA”), as calculated by the IBge. 

1 Average of month-end rates during the period.

Year Low High Average (1) Period-End

2005 17.75 19.75 19.15 18.00

2006 13.25 18.00 15.10 13.25

2007 11.25 13.25 11.25 11.25

2008 11.25 13.75 12.54 13.75

2009 8.75 13.75 9.92 8.75
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Average
2001-2005 2006 2007 2008 2009

total volume of credits 15.9% 20.7% 27.8% 31.1% 15.0%

to consumers 20.2% 24.5% 32.6% 25.7% 22.7%

to corporates 13.8% 18.5% 24.9% 34.5% 10.5%

Credit Volume 

credit volume in Brazil has strongly increased since 2004, mainly 
driven by lower inflation, decreasing interest rates and consistent 
economic growth. the worldwide financial crisis has affected the 
growth rates of consumer credit mainly in 2008 (consumer credit 

the credit growth was lower in 2009 than in 2007 and 2008, 
although still robust, and the credit/gdP ratio reached 45% in 
2009, compared to 34.2% in 2007 and 41.3% in 2008. this is 
the highest ratio ever in Brazil, but is still a relatively low ratio 
compared to other countries, such as, for example, chile, where 
total bank credit to the private sector was equivalent to 100% of 
gdP in 2009, according to chilean central Bank statistics from 
september 2009.

Foreign Exchange Rates 

At december 31, 2009, we had u.s.$12.3 billion in foreign 
currency-denominated funding and u.s.$12.1 billion in foreign 
currency denominated assets. our policy is to maintain limited 
foreign exchange rate exposure by seeking to match foreign 
currency denominated assets and liabilities as closely as possible, 
including through the use of derivative instruments. In 2009, we 
recorded foreign exchange losses of R$51.2 million due to our 
long position in u.s. dollar-denominated assets and the 25.5% 
appreciation of the real against the u.s. dollar. these losses were 
offset in large part by corresponding gain on derivatives entered 
into to hedge this exposure. such losses are recorded under 
“gains/losses on financial assets and liabilities”.

the Brazilian currency has during the last decades experienced 
frequent and substantial variations in relation to the u.s. dollar 
and other foreign currencies. Between 2003 and mid 2008, the 
real appreciated significantly against the u.s. dollar due to the 
stabilization of the macroeconomic environment and a strong 
increase in foreign investment in Brazil, with the exchange rate 
reaching R$1.559 per us$1.00 in August 2008. In the context of 
the crisis in the global financial markets from mid 2008 through 
2009, the real depreciated 31.9% against the u.s. dollar over 
the year 2008 and reached R$2.337 per us$1.00 on december 
31, 2008. the real recovered in the second half of 2009, reaching 
R$1.741 per us$1.00 at december 31, 2009, principally due to 
the recovery of consumer confidence, exports and foreign invest-
ment in the second half of the year. 

volumes experienced a recovery in 2009) and corporate credit 
mainly in 2009 (corporate credit volumes experienced strong 
growth in 2008). the table below presents the year-on-year 
nominal growth of credit, according to central Bank figures. 

Inflation

the inflation rate in Brazil has been volatile in the past and at 
times high, but the implementation of inflation targeting policies 
has led to lower and more stable inflation rates. the center of the 
target inflation range since 2005 has been 4.5%, with a cushion 
of two percentage points in each direction, and the central Bank 
has been successful in staying within its inflation targets. 

In 2009, the global financial crisis led to a significant reduction 
in commodities prices, and, therefore, reduced inflation. IPcA, the 
official consumer price index, reached 4.3% at year end 2009 
(5.9% in 2008), and food prices rose 3.2% in 2009 (11.1% in 
2008). Also, tax incentives to purchase cars and durable goods 
reduced the prices of these products (a 1.9% decrease in 2009, 
compared to a 1.0% increase in 2008) and, therefore, contributed 
to lower inflation, despite the monetary stimulus for domestic 
demand. 

Reserve and Lending Requirements 

the central Bank’s reserve and lending requirements have a sig-
nificant effect on the results of operations of banks in Brazil. the 
raising or lowering of these requirements impacts our results of 
operations by limiting or increasing the amount of funds available 
for commercial lending operations. 

Beginning in the last quarter of 2008, the central Bank has 
amended the reserve requirement rules in order to improve liqui-
dity in Brazil’s financial system. largely due to these amendments, 
our level of required reserves and lending declined from a high of 
R$40.0 billion (or 33% of total deposits) on september 30, 2008 
to R$24.8 billion (or 22% of total deposits) on december 31, 
2009 (as calculated under Brazilian gAAP). 
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the principal changes to the required reserves were: 

1.  increasing the amount deductible from the central Bank’s 
additional reserve requirement for savings deposits, demand 
deposits and time deposits from R$100 million to R$1 billion; 

2.  decreasing the rate applied to calculate the central Bank’s 
additional reserve requirement for demand and time deposits 
from 8% to 4%; 

3.  decreasing the rate of the central Bank’s reserve requirement 
for demand deposits from 45% to 42%; 

4.  increasing the amount deductible from legal reserve require-
ments for time deposits from R$300 million to R$2 billion; 

5. changing the form of compulsory deposits for time deposits 
from 100% in government securities to 30% in government 
securities (40% from January 5, 2009 and 45% from september 
21, 2009) and 70% in cash (60% from January 5, 2009 and 55% 

from september 21, 2009). the cash reserve requirement may 
be satisfied with interbank deposits or asset acquisitions from 
financial institutions having regulatory capital of less than R$2.5 
billion; and 

6. decreasing the rate applied to calculate the central Bank’s 
reserve requirement for time deposits from 15.0% to 13.5% as 
from september 21, 2009. 

the following table sets forth the reserve and lending require-
ments to which we are subject for each category of funding. 

Product December 31, 2009
Form of  

Required Reserve Yield

demand deposits Rural credit loans(1) 30% 6.75% p.a

Microcredit loans 2% cap rate: 2% p.m.

Reserve requirements 42% cash zero

Additional reserve requirements 5% government Bonds overnight Rate

free funding(3) 21%

Savings accounts

Mortgage loans 65% cap of tR + 12% p.a.

Reserve requirements 20% cash tR + 6,17% p.a.

Additional reserve requirements 10% government Bonds overnight Rate

free funding(3) 5%

Time deposits 

Reserve requirements 13.5%

In cash or credit(4) 7.425% cash or credit zero for cash

In government bonds 6.075% government Bonds overnight Rate

Additional reserve requirements 4% government Bonds overnight Rate

free funding(3) 82.5%

1 Rural credit loans are loans to agricultural customers, of which R$5.6 billion and R$5.1 billion were outstanding as of december 31, 2008 and december 31, 2009, respectively.
2 Microcredit loans are loans to very small businesses, of which R$158.5 million and R$181.5 million were outstanding as of december 31, 2008 and december 31, 2009, respectively. 
3 free funding is the amount of each category of funding we are free to use for any purpose. 
4 Includes only credit acquired up to december 31, 2009 from financial institutions having net capital of less than R$7 billion. 
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Taxes 

our tax expense principally consists of two components: (1) a 
federal income tax and (2) a social contribution tax. the federal 
income tax is calculated at a rate of 15%, plus a 10% surtax 
assessed on taxable profits in excess of R$240 thousand per 
annum. the social contribution tax is calculated at a rate of 15% 
(for financial institutions) of certain net revenues (9% through 
April 30, 2008, 15% and from May 1, 2008). deferred tax assets 
and liabilities are computed based on temporary differences 
between the book basis and tax basis of assets and liabilities, 
tax losses, and adjustments to the fair value of securities and deri-
vatives. In addition, we are assessed PIs and cofIns taxes at a 
rate of 4.65% on certain revenues, net of certain expenses. under 
IfRs, since PIs/cofIns taxes are assessed on the basis of certain 
revenues net of certain expenses, the Bank classifies these taxes 
as income taxes. 

A tax on financial transactions, the “Iof”, is currently paid by 
the customer on loans at a rate of 0.0041% per day up to a cap 
of 1.5% plus an additional rate of 0.38% per financial transac-
tion. generally, loans with maturity of greater than 365 days are 
currently subject to an Iof/credit tax at a rate of 1.88%. We are 
responsible for withholding the Iof but the tax does not affect 
our reported results.

As a general rule, the Provisional contribution on financial 
transactions (contribui ‹o Provis—ria sobre Movimenta ›es 
financeiras, or “cPMf”) has been charged at the rate of 0.38% 
on certain financial transactions since June 1999. on december 
31, 2007, the cPMf was terminated, and since January 1, 2008, 
financial transactions have not been subject to the payment of 
cPMf. When the cPMf was effective, we were responsible for wi-
thholding the tax, but it did not affect our reported results except 
to a non-material extent in connection with our payment of cPMf 
on certain of our administrative expense payments. such cPMf 
amounts are reflected under “Administrative expenses”. 

Gains on Sales of Investment Securities 

our operational results between 2007 and 2009 were affected by 
certain gains on sales of investment securities and participations. 
In 2009, we had pre-tax gains of R$3.3 billion in connection with 
sales of our participations and investment securities on visanet, 
companhia Brasileira de solu ›es e servi os (cBss), tecBan, 
serasa s.A. and BMf&Bovespa stock exchange; these gains were 
offset by the increase in our provisions for contingencies. In 2008 
and 2007, we had pre-tax gains of R$88 million and R$693 
million, respectively, excluding Banco Real, in connection with 
sales of investment securities, including shares in BM&f, BovesPA 
and serasa s.A. 

Cayman Offshore Hedging 

We operate a branch in grand cayman which is used primarily for 
sourcing funds in the international banking and capital markets 

to provide credit lines for us that are extended to our customers 
for working capital and trade-related financings. our investment 
in the grand cayman branch is denominated in u.s. dollars in 
the amount of u.s.$2.6 billion as of december 31, 2008 and 
u.s.$3.0 billion as of december 31, 2009. We hedge the resulting 
u.s. dollar-denominated exposure through transactions in u.s. 
dollar futures. our position in u.s. dollar futures as of december 
31, 2008 was u.s.$1.4 billion and as of december 31, 2009 was 
u.s.$1.9 billion. changes in the fair value of these futures are re-
flected under gains and losses on financial assets. under Brazilian 
income tax rules, the gain resulting from the impact of a devalua-
tion of the real on our u.s. dollar-denominated investment in the 
cayman Island branch is non-taxable and the loss resulting from 
the impact of an appreciation of the real is not deductible. this 
tax treatment results in volatility in the income tax items in our 
income statement. this asymmetry is offset by our hedging results 
because our derivative positions generate losses (tax deductible) 
in the case of devaluation of the real and gains (taxable) in the 
case of appreciation. As a result, the after-tax effect of these deri-
vative positions provides a hedge against the tax foreign currency 
exposure resulting from our cayman Island investment (that is, 
the R$721 million after-tax effect of the hedge at december 31, 
2009 offsets the R$721 million tax effect of our cayman exposure 
at that date). this investment and our related hedging transac-
tions will continue to result in variations in our effective tax rate. 

Goodwill of Banco Real 

the potential impairment of goodwill relating to Banco Real may 
be an important factor affecting our results of operations in future 
periods. We generated goodwill of R$27.5 billion as a result of 
the acquisition of Banco Real. under IfRs, we are required to 
analyze goodwill for impairment at least annually or whenever 
there are indications of impairment. for this purpose, in 2009, 
management estimates and assumptions are subject to several 
factors including: (i) macroeconomic projections of interest rates, 
inflation exchange rates and others; (ii) the conduct and growth 
estimates; (iii) increased costs, returns, synergies and investment 
plans; (iv) the behavior of customers; and (v) growth rates and 
adjustments applied to future cash flows. We did not identify 
any impairment to the goodwill relating to Banco Real in 2009. 
In 2008, due to the recent incorporation of Banco Real into the 
group and the results of the related market value calculation and 
purchase price allocation valuation recently performed, the Bank 
did not detect, and therefore did not recognize, any impairment 
losses. We may be required to record an impairment charge in the 
future if management determines that there is objective evidence 
of impairment. Any impairment in goodwill relating to the Banco 
Real acquisition will be reflected in our income statement under 
impairment losses on other assets (net). see “—critical Ac-
counting Policies— Impairment”. for tax purposes, goodwill is 
amortized over a seven year period. 
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critical Accounting Policies 
General 

our principal accounting policies are described in note 2 to our 
consolidated audited financial statements. the following discus-
sion describes those areas that require the most judgment or 
involve a higher degree of complexity in the application of the 
accounting policies that currently affect our financial condition 
and results of operations. the accounting estimates made in 
these contexts require management to make assumptions about 
matters that are highly uncertain. In each case, if management 
had made other estimates, or if changes in these estimates occur 
from period to period, these accounting estimates could have a 
material impact on our financial condition and results of opera-
tions. 

Management bases its estimates and judgments on historical 
experience and on various other factors that are believed to be 
reasonable under current circumstances. Actual results may differ 
from these estimates if assumptions and conditions change. 
Judgments or changes in assumptions are submitted to the audit 
and compliance committee of the board of directors and/or to 
our regulatory authorities and are disclosed in the notes to our 
consolidated financial statements. 

Fair value of financial instruments 

We record financial assets and liabilities as financial instruments 
that are classified at fair value through profit or loss, available 
for sale securities, and all derivatives at fair value on the balance 
sheet. the fair value of a financial instrument is the value at which 
it could be bought or sold in a current transaction between kno-
wledgeable, willing parties on an arm’s length basis. If a quoted 
price in an active market is available for an instrument, the fair 
value is calculated based on that price. 

If there is no market price available for a financial instrument, 
its fair value is estimated on the basis of the price established 
in recent transactions involving the same or similar instruments 
and, in the absence thereof, on the basis of valuation techni-
ques commonly used by the international financial community, 
taking into account the specific features of the instrument to be 
measured and, particularly, the various types of risk associated 
with it. 

We use derivative financial instruments for both trading and 
non-trading activities. the principal types of derivatives used are 
interest rate swaps, future rate agreements, interest rate options 
and futures, foreign exchange forwards, foreign exchange futures, 
foreign exchange options, foreign exchange swaps, cross currency 

swaps, equity index futures, equity options, and equity swaps. the 
fair value of standard derivatives is calculated based on published 
price quotations. the fair value of over-the-counter derivatives is 
calculated as the sum of the expected future cash flows arising 
from the instrument, discounted to present value at the date 
of measurement (“present value” or “theoretical close”) using 
valuation techniques commonly used by the financial markets as 
follows: 

  the present value method for valuing financial instruments 
permitting static hedging (principally forwards and swaps) and 
loans and advances. expected future cash flows are discounted 
using the interest rate curves of the applicable currencies. the 
interest rate curves are generally observable market data. 

  the Black-scholes model for valuing financial instruments 
requiring dynamic hedging (principally structured options and 
other structured instruments). certain observable market inputs 
are used in the Black-scholes model to generate variables such 
as the bid-offer spread, exchange rates, volatility, correlation 
between indexes and market liquidity, as appropriate. 

  each of the present value method and the Black-scholes model 
is used for valuing financial instruments exposed to interest 
rate risk, such as interest rate futures, caps and floors. for 
more structured instruments that require dynamic hedging, the 
heath-Jarrow-Morton model is used. the main inputs used in 
these models are principally observable market data, including 
appropriate interest rate curves, volatilities, correlations and 
exchange rates. 

  We use dynamic models similar to those used in the measu-
rement of interest rate risk for measuring credit risk of linear 
instruments (such as bonds and fixed-income derivatives). In the 
case of non-linear instruments, if they are exposed to portfolio 
credit risk (such as credit derivatives), the joint probability of 
default is determined using the standard gaussian copula 
model. the main inputs used in the standard gaussian copula 
model are generally data relating to individual issuers in the 
portfolio and correlations thereto. the main inputs used in deter-
mining the underlying cost of credit for credit risk derivatives are 
quoted credit spreads, and the correlation between individual 
issuers’ quoted credit derivatives. 

  the determination of fair value requires us to make certain 
estimates and assumptions. If quoted market prices are not 
available, fair value is calculated using widely accepted pricing 
models that consider contractual prices of the underlying finan-
cial instruments, yield curves, contract terms, observable market 
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data, and other relevant factors. the use of different estimates 
or assumptions in these pricing models could lead to a different 
valuation being recorded in our consolidated financial statements. 

see note 2d (iii) to our consolidated financial statements for addi-
tional information on valuation techniques used by us and details 
of the principal assumptions and estimates used in these models 
and the sensitivity of the valuation of financial instruments to 
changes in the principal assumptions used. 

Allowance for credit losses 

We assess financial assets accounted for at amortized cost for 
objective evidence of impairment. Any resulting allowances for 
credit losses are recognized and measured in accordance with 
IAs 39. credit losses exist if the carrying amount of an asset or 
a portfolio of assets exceeds the present value of the estimated 
future cash flows. 

We cover losses inherent in debt instruments not measured 
at fair value through profit or loss and in contingent liabilities 
taking into account the historical experience of impairment and 
other circumstances known at the time of assessment. for these 
purposes, inherent losses are losses incurred at the reporting 
date, calculated using statistical methods that have not yet been 
allocated to specific transactions. 

We use the concept of incurred loss to quantify the cost of 
the credit. Incurred loss is the expected cost, on average in a 
complete business cycle, of the credit risk of a transaction, consi-
dering the characteristics of the counterparty and the guarantees 
and collateral associated with the transaction. 

the credit portfolio is broken down, identifying clusters that show, 
within each cluster, homogeneous levels in the estimated parame-
ters of probability of default, or “Pd”, and loss given default, or 
“lgd”, and stability on those parameters for a period of historical 
data of five years for Pd and seven years for the lgd. each of 
these clusters demonstrates distinct levels of these parameters. 

for each business segment, incurred loss is calculated by using 
statistical models that consider the following three factors: 
“exposure at default”, “probability of default” and “loss given 
default”. 

exposure at default or “eAd” is the amount of risk exposure at 
the date of default by the counterparty. 

In accordance with IfRs, the exposure at default used for this cal-
culation is the current exposure, as reported in the balance sheet. 

Probability of default, or “Pd”, is the probability of the coun-
terparty failing to meet its principal and/or interest payment 
obligations. 

Pd is measured using a time horizon of one year; i.e. it quantifies 
the probability of the counterparty defaulting in the coming year. 
the definition of default includes amounts past due by 90 days 

or more and cases in which there are no arrears but there are 
doubts as to the solvency of the counterparty (subjective doubtful 
assets). 

loss given default, or “lgd”, is the loss arising in the event of 
default. 

lgd calculation is based on the observation of the recoveries of 
defaulted loans, taking into account the guarantees/collateral 
associated with the transaction, the income and expenses asso-
ciated with the recovery process, and also the timing thereof and 
the indirect costs arising from the recovery process. 

our methodology for determining the allowance in respect of 
incurred losses that have not been specifically identified seeks 
to identify the amount of incurred losses as of the balance sheet 
date of loans that have not yet been identified as impaired, but 
that we estimate, based on our past experience, will manifest 
within one year from the balance sheet date. We refer to such 
impairment as inherent losses in the context of our internal credit 
loss allowance models. 

the approach described above is used as a general rule and 
covers almost the entire portfolio. however, for low default por-
tfolios (sovereign risk, credit institutions or large corporations) the 
number of defaults observed is very small or zero. In these cases, 
we use data contained in the credit derivative spreads to estimate 
the expected loss discounted by the market and break it down 
into Pd and lgd. 

Impairment 

certain assets, including goodwill, other intangible assets, equity 
method investments, financial assets not carried at fair value 
through profit or loss and other assets are subject to impairment 
review. We record impairment charges when we believe there is 
objective evidence of impairment, or that the cost of the assets 
may not be recoverable. Assessment of what constitutes impair-
ment is a matter of significant judgment. 

We test goodwill and other intangible assets for impairment 
on an annual basis, or more frequently if events or changes in 
circumstances, such as an adverse change in business climate 
or observable market data, indicate that these assets may be 
impaired. An impairment loss recognized for goodwill may not 
be reversed in a subsequent period. the fair value determination 
used in the impairment assessment requires estimates based 
on quoted market prices, prices of comparable businesses, 
present value or other valuation techniques, or a combination 
thereof, requiring management to make subjective judgments 
and assumptions. events and factors that may significantly affect 
the estimates include, among other things, competitive forces, 
customer behaviors and attrition, changes in revenue growth 
trends, cost structures and technology, and changes in discount 
rates and specific industry or market sector conditions. 
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All debt and equity securities (other than those carried at fair 
value through profit or loss) are subject to impairment testing 
every reporting period. the carrying value is reviewed in order to 
determine whether an impairment loss has been incurred. 

evaluation for impairment includes both quantitative and qua-
litative considerations. for debt securities, such considerations 
include actual and estimated incurred credit losses indicated by 
payment default, market data on (estimated) incurred losses and 
other current evidence that the issuer may not pay amounts when 
due. equity securities are impaired when management believes 
that, based on (the combination of) a significant or prolonged 
decline of fair value below the acquisition price, there is sufficient 
reason to believe that the acquisition cost may not be recovered. 
“significant” and “prolonged” are interpreted on a case-by-case 
basis for specific equity securities. 

upon impairment, the full difference between amortized cost and 
fair value is removed from equity and recognized in net profit 
or loss. Impairments on debt securities may be reversed if there 
is a decrease in the amount of the impairment which can be 
objectively related to an observable event. Impairments on equity 
securities may not be reversed. 

Retirement Benefit Obligations 

the Bank provides pension plans in the form of both defined con-
tribution plans and defined benefit plans, in accordance with IAs 
19. for defined contribution plans, the pension cost recognized 
in the consolidated income statement represents the contribution 
payable to the scheme. for defined benefit plans, the pension 
cost is assessed in accordance with the advice of a qualified 
external actuary using the projected unit credit method. this cost 
is charged annually to the consolidated income statement. 

the actuarial valuation is dependent upon a series of assump-
tions; the principal ones are set forth below: 

  assumed interest rates; 

  mortality tables; 

  annual social security pension revision rate; 

  price inflation; 

  annual salary growth rate, and 

  the method used to calculate vested commitments to current 
employees. 

the difference between the fair value of the plan assets and the 
present value of the defined benefit obligation at the balance 
sheet date, adjusted for any historic unrecognized actuarial gains 
or losses and past service cost, is recognized as a liability in the 
balance sheet. 

further information on retirement benefit obligations is set out in 
notes 2 and 21 to our consolidated financial statements. 

Results of Operations 

We are a financial group whose main business focus is commer-
cial banking, complemented by global wholesale banking, asset 
management and insurance businesses. 

our main source of income is the interest that we earn from our 
lending activities, by borrowing funds from customers at certain 
rates and lending them to other customers at different rates. 
We also derive income from the interest and dividends that we 
receive from our investments in fixed/variable income and equity 
securities, from our trading activities in such securities and deriva-
tives, by buying and selling these instruments to take advantage 
of current and/or expected differences between purchase and 
sale prices, and from entering into derivative transactions with 
customers on which we hedge our market risk exposure and earn 
a spread. 

Another source of income is the fees and commissions that we 
earn from the different banking and other financial services that 
we provide, including credit and debit cards, insurance sales, 
account management, bill discounting, guarantees and other 
contingent liabilities, advisory and custody services, and from our 
mutual and pension funds management services. 

In addition, from time to time, we derive income from the capital 
gains we make from the sale of our holdings in group companies. 
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For the year ended December 31, 
( in millions of Brazilian Reais) 

2009

2008
(pro 

forma) 2008
%

Change

%
Change

(pro forma) Change 2008

net interest income 22,167 19,231 11,438 94% 15% 2,936 10,729

Income from equity instruments 30 39 37 (19%) (23%) (9) (7)

net fees and commissions 6,238 5,866 4,254 47% 6% 372 1,984

share of results of entities accounted for 
using the equity method 295 305 112 163% (3%) (10) 183

gains/losses on financial  
assets and liabilities (net) 2,716 (484) (1,286) n.a n.a 3,200 4,002

exchange differences (net) (51) 1,261 1,476 n.a n.a (1,312) -

other operating income (expenses) (115) (75) (60) 94% 55% (41) (56)

Gross income 31,280 26,143 15,971 96% 20% 5,136 -

Administrative expenses (10,947) (11,532) (7,185) 52% (5%) 585 (3,762)

depreciation and amortization (1,249) (1,236) (846) 48% 1% (13) (403)

Provisions (net) (3,481) (1,702) (1,230) 183% 105% (1,779) (2,251)

Impairment losses  
on financial assets (net) (9,966) (6,570) (4,100) 143% 52% (3,397) (5,868)

Impairment losses on other assets (net) (901) (85) (77) n.a n.a (816) (824)

gains/losses on disposal of assets  
not classified as non-current  
assets held for sale 3,369 32 7 n.a n.a 3,337 3,362

gains/losses on disposal of non-current assets 
held for sale 32 22 9 269% 55% 12 25

Profit before tax 8,137 5,072 2,549 219% 60% 3,065 5,588

taxes (2,629) (1,159) (170) n.a 127% (1,470) (2,459)

Net income 5,508 3,913 2,379 132% 41% 1,595 3,129

Summary 

net income for the year ended december 31, 2009 was R$5.5 
billion, a 132%, or R$3.1 billion increase from R$2.4 billion for 
the year ended december 31, 2008. the increase was mainly due 
to the consolidation of Banco Real in our financial statements. on 
a pro forma basis as if the acquisition of Banco Real had occurred 
as of January 1, 2008, net income for the year ended december 
31, 2009 increased by 41% compared to R$3.9 billion for the 
year ended december 31, 2008. this increase was mainly due to: 

  capital gains of R$3.4 billion realized upon the sale of part of 
equity participations in our portfolio, principally the sale of our 
interests in visanet (now named cielo), partially offset by an 
increase in provisions for contingencies; 

  An increase of 12.4% in average credit volumes and a resulting 
increase in revenues from lending operations. the credit market 
in Brazil continued to grow in 2009, although at a slower pace 
than in previous years. credit balances at december 31, 2009 
were 15% higher than at december 31, 2008; 

  A R$3.4 billion increase in credit impairment losses driven by 
deteriorating economic conditions; and 

  Increased gains on financial assets in 2009. 

Results of Operations for the Year Ended December 
31, 2009 Compared to the Year Ended  
December 31, 2008 

As a consequence of our acquisition of Banco Real in August 
2008, our results of operations for the year ended december 
31, 2008 and 2009 are not comparable. In order to analyze 

the organic developments in our business we discuss pro forma 
information for the year 2008 as if we had consolidated Banco 
Real as from January 1, 2008. for a complete presentation of this 
pro forma information, see – “unaudited Pro forma consolidated 
financial Information”. 
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Net Interest Income 

santander Brasil’s net interest income in 2009 was R$22.2 billion, 
a 94% or R$10.7 billion increase from R$11.4 billion in 2008. on 
a pro forma basis as if the acquisition of Banco Real had occurred 
as of January 1, 2008, net interest income in 2009 increased 
by 15% compared to R$19.2 billion in 2008. this increase was 
mainly due to growth in our lending activities, in addition to an 
increase in the average spread of our credit assets over interbank 
rates. 

Average total earning assets in 2009 were R$229.5 million, a 
72% or R$95.8 million increase from R$133.7 million in 2008. 
the principal drivers of this increase were (i) the acquisition of 
Banco Real and (ii) an increase in average loans and advances 
to customers. the increase in loans and advances was driven by 
an increase in corporate lending, principally trade finance in our 
global Wholesale Banking segment, as well as an increase in 
retail lending mainly driven by an increase in mortgage lending 
and an increase in unsecured personal credit. the growth in 
mortgage lending was in line with the growth of this product 
in the Brazilian market as the housing credit market is still very 
incipient in Brazil in comparison with more mature economics. the 
increase in personal credit was else in line with market trends in 
Brazil. 

Average total interest bearing liabilities in 2009 were R$184.3 
million, a 68% or R$74.9 million increase from R$109.4 million 
in 2008. the principal driver of this increase was an increase in 
time deposits. this growth resulted from a movement of customer 

funds out a mutual funds and other similar vehicles into lower 
risk bank deposits as well as a “flight to quality” as Brazilian 
customers moved their savings to larger financial institutions. 

those average earning assets and bearing liabilities include only 
the information of Banco Real since september 2008. net interest 
income also benefited from a 20 basis point increase in the 
spread of the average yield earned on our interest earning credit 
assets over the average cdI rate, which is a proxy for the cost of 
interbank funding. this spread is the way we evaluate the yield 
earned on our assets. the increase in this spread reflects increase 
in market credit risk that we bear as a result of economic and 
credit conditions arising from the recent economic crisis, offset in 
part by a relative decrease in the percentage of our total portfolio 
comprised of higher-risk retail lending. 

Net Fees and Commission Income 

net fees and commission income in 2009 was R$6.2 billion, a 
47% or R$2.0 billion increase from R$4.3 billion in 2008. on a 
pro forma basis as if the acquisition of Banco Real had occurred 
as of January 1, 2008, net fees and commission income in 2009 
increased by 6% compared to R$5.9 billion in 2008. this increase 
was mainly due to a R$198 million growth in the sale of insuran-
ce and capitalization and a R$166 million increase in commis-
sions on credit and debit cards. 

the following table reflects the breakdown of net fee and com-
mission income for the year ended december 31, 2009 and 2008 
(on a pro forma basis). 

Year ended December 31, 
( in millions of Brazilian Reais)

December 2009 December 2008
%

Change

Banking fees 2,458 2,376 3%

Receiving services 502 442 14%

sale of insurance 1,042 844 23%

Investment funds 737 830 (11)%

credit and debit cards 782 616 27%

capital markets 539 413 31%

trade finance 384 397 (3)%

tax on services 350 (351) (0)%

others 143 298 (52)%

Total 6,238 5,866 6%
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Share of Results of Entities Accounted for using the 
Equity Method 

share of results of entities accounted for using the equity method 
in 2009 was R$295 million, a R$183 million increase from R$112 
million in 2008 this increase was mainly due to gains of R$126 
million from ABn dois Participações, R$110 million of which was 
due to the sale of Real capitalização business, to our affiliate 
santander seguros. on a pro forma basis as if the acquisition of 
Banco Real had occurred as of January 1, 2008, share of results 
of entities accounted for using the equity method in 2009 decrea-
sed 3% compared to R$305 million in 2008. 

Gains (Losses) on Financial Assets and Liabilities (Net) 

gains (losses) on financial assets and liabilities (net) in 2009 were 
gains of R$2.7 billion, a R$4.0 billion increase from losses of 
R$1.3 billion in 2008. on a pro forma basis as if the acquisition 
of Banco Real had occurred as of January 1, 2008, gains (losses) 
on financial assets and liabilities (net) in 2009 increased R$3.2 
billion compared to losses of R$484 million in 2008. An amount 
of R$1.3 billion of these gains relate to foreign currency derivati-
ves entered into to hedge our exposure and were partially offset 
by foreign exchange losses recorded under exchange differences. 
In addition, the increase was driven by a R$1.7 billion increase 
in gains on our cayman Islands investment hedge and R$126 
million increase in proceeds from the sale of long-term invest-
ments upon the sale of part of our interests in BovesPA and 
BM&f offset in part by a R$76 million decrease in results from 
our proprietary trading activities. As noted above under “—other 
factors Affecting financial condition and Results of operations—
cayman offshore hedging”, changes in our cayman Islands 
investment hedge are offset by corresponding change in our 
income tax rate. see “—Income tax” below. 

Exchange Differences (Net) 

exchange differences (net) in 2009 were a loss of R$51 million, a 
R$1.5 billion decrease from a gains of R$1.5 billion in 2008. on 
a pro forma basis as if the acquisition of Banco Real had occurred 
as of January 1, 2008, exchange differences (net) in 2009 decrea-
sed R$1.3 billion compared to a gain of R$1.3 billion in 2008 due 
primarily to the average appreciation of the real against the u.s. 
dollar for the year ended december 31, 2009 compared to the 
year ended december 31, 2008. these losses were largely offset 
by gains on derivative transactions settled to hedge our foreign 
currency exposure. see “— gains (losses) on financial Assets 
and liabilities (net)” above. 

Other Operating Income (Expenses) 

other operating income (expenses) in 2009 was expense of 
R$116 million, compared to expense of R$60 million in 2008. on 
a pro forma basis as if the acquisition of Banco Real had occurred 
as of January 1, 2008, other operating expenses in 2009 incre-
ased by R$41 million to expenses of R$75 million in 2008. this 
change was mainly due to declines in fees relating to auto loan 
originations and declines in banking fees for checking accounts 
and lending/leasing commissions due to limits imposed by the 
central Bank starting in May 2008. 

Administrative Expenses 

Administrative expenses changed from R$7.2 billion in 2008, or 
R$11.5 billion on a pro forma basis as if the acquisition of Banco 
Real had occurred as of January 1, 2008, to R$10.9 billion in 
2009. the decrease on a pro forma basis was primarily due to 
the cost synergies which were created as a result of the merger 
between santander Brasil and Banco Real, particularly from 
personnel reductions, offset in part by salary increases tied to 
inflation. As a result, our efficiency ratio, which we calculate as 
administrative expenses divided by total income, decreased from 
44% for the year ended december 31, 2008 on a pro forma basis 
to 34.7% for the year ended december 31, 2009. 

Personnel expenses 

the following table sets forth personnel expenses for each of the 
periods indicated, 

Year ended December 31,
( in millions of Brazilian Reais) 

2009
2008

(pro forma)

salaries 3,364 3,571

social security 971 944

Benefits 749 678

training 88 85

others 339 396

Total 5,511 5,674
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Provisions (Net) 

Provisions principally include provisions for labor and tax con-
tingencies, civil claims, and especially for labor claims. Provisions 
(net) was R$3.5 billion for the year ended december 31, 2009, 
compared to R$1.2 billion for the year ended december 31, 2008, 
or R$1.7 million on a pro forma basis. this increase reflected 
increased provisions for labor and civil claims and provisions for 
restructuring costs associated with the Banco Real acquisition. 

Impairment Losses on Financial Assets (Net) 

Impairment losses on financial assets (net) in 2009 were R$10.0 
billion, a 143.3% or R$5.9 billion increase from R$4.1 billion in 
2008. on a pro forma basis as if the acquisition of Banco Real 
had occurred as of January 1, 2008, impairment losses on finan-
cial assets (net) in 2009 increased 51.9% compared to R$6.6 
billion in 2008, mainly due to a 0.2% decrease in gdP in 2009 as 
compared to 2008, and higher unemployment rates. 

Although the international financial crisis commenced in the 
second half of 2008, its major effects in terms of increasing 
default rates and deterioration of our credit portfolio occurred 
through the third quarter of 2009, when default rates reached 
their peak. In the fourth quarter of 2009, default rates started 
to decrease, reaching levels closer to those observed before the 
crisis. 

the following table shows the ratio of our impaired assets to total 
computable credit risk and our coverage ratio at december 31, 
2009 and december 31, 2008. 

As of December 31, 
( in millions of Brazilian Reais, except for percentages) 

2009 2008

computable credit risk(1) 159,362 164,695
non-performing assets 9,899 7,730
Allowances for non-performing assets 10,070 8,181
Ratios

non-performing assets  
to computable credit risk 6.2% 4.7%
coverage ratio(2) 101.7% 105.8%

1 computable credit risk is the sum of the face amounts of loans and leases (including non-performing assets but excluding country risk loans), guarantees and documentary credits.
2 Allowances for credit losses as a percentage of non-performing assets. 

the following table shows our non-performing assets by type of 
loan at december 31, 2009 and december 31, 2008. 

At December 31,  
( in millions of Brazilian Reais) 

Impaired Assets  
by type of customer 2009 2008

commercial, financial and industrial 3,618 2,730

Real estate – mortgage 109 74

Installment loans to individuals 5,335 4,528

lease financing 837 398

Total 9,899 7,730

Commercial, financial and industrial 

non-performing assets in commercial, financial and industrial 
loans increased by R$888 million from december 31, 2008 to 
december 31, 2009, primarily as a result of the effects of the 
financial crisis, principally on small-and medium-sized corporate 
and export-oriented borrowers. 

Real estate – mortgage 

non-performing assets in real estate – mortgage loans remained 
stable, with an increase of R$35 million from december 31, 2008 
to december 31, 2009. 

Installment loans to individuals 

non-performing assets in installment loans to individuals incre-
ased by R$807 million from december 31, 2008 to december 
31, 2009, mainly as a result of the decrease in consumption and 
increase in the unemployment rate. 

Lease financing 

non-performing loans in lease financing decreased by R$439 
million from december 31, 2008 to december 31, 2009, mainly 
as a result of the decrease in consumption and an increase in the 
unemployment rate. 

Impairment Losses on Other Assets (Net) 

other impairment losses on other assets (net) in 2009 were 
R$901 million, a R$824 million increase from R$77 million in 
2008. on a pro forma basis as if the acquisition of Banco Real 
had occurred as of January 1, 2008, impairment losses on other 
assets (net) in 2009 increased R$816 million compared to R$85 
million in 2008. this increase was mainly due to increases in 
impairment on real properties as a result of closing certain of our 
office buildings in connection with the expected move to our new 
headquarters. 
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Income Tax 

Income tax was R$2.6 billion in 2009, a 1,445% or R$2.5 billion 
increase from R$170 million in 2008. on a pro forma basis as if 
the acquisition of Banco Real had occurred as of January 1, 2008, 
income tax in 2009 increased 127% compared to R$1.2 billion 
in 2008. our effective tax rates in 2009 and 2008 (on a pro 
forma basis), were 32% and 23%, respectively. In 2009, the 25% 
valuation of the real against the dollar on the net equity of our 
cayman Island branch, and the positive hedge results, caused an 
increase of R$1.2 billion in the tax expenses, compared to the re-
duction of R$732 million in 2008. see “—other factors Affecting 

financial condition and Results of operations—cayman offshore 
hedging”. on the other hand, the tax expenses were reduced by 
R$1.3 billion due to an increase in deductible goodwill amortiza-
tion, compared to R$418 million in 2008. 

Results of Operations by Segment for the Year ended 
December 31, 2009 Compared to the Year ended 
December 31, 2008 

the following tables present an overview of certain income state-
ment data for each of our operating segments for the year ended 
december 31, 2009 and 2008. 

For the year ended December 31, 2009 
( in millions of Brazilian Reais, except percentages)

(condensed income statement)

Com-
mercial 

Banking
% of 
Total

Global 
Wholesale 

Banking
% of 
Total

Asset  
Management 

and Insurance
% of 
Total Total

NET INTEREST INCOME 20,260 91.4% 1,767 8.0% 140 0.6% 22,167 

Income from equity instruments 30 100.0% 0 0.0% 0 0.0% 30 

share of results of entities accounted for  
using the equity method 295 100.0% 0 0.0% 0 0.0% 295 

net fee and commission income 4,970 79.7% 863 13.8% 405 6.5% 6,238 

gains/losses on financial assets and liabilities 1,751 65.7% 859 32.2% 54 2.0% 2,665 

other operating - income/(expenses) (281) 242.4% (23) 19.4% 188 161.9% (116)

Personnel expenses (4,972) 90.2% (474) 8.6% (65) 1.2% (5,511)

other administrative expenses (5,213) 95.9% (175) 3.2% (48) 0.9% (5,436)

depreciation and amortization  
of tangible and intangible assets (1,176) 94.2% (39) 3.1% (34) 2.7% (1,249)

Impairment losses on financial assets (net) (9,884) 99.2% (83) 0.8% 0 0.0% (9,967)

Provisions (net) (3,390) 97.4% (45) 1.3% (46) 1.3% (3,481)

Impairment losses on non-financial assets (net) (900) 99.8% 0 0.0% (1) 0.2% (901)

other non-financial gains/(losses) 3,403 100.0% 0 0.0% 0 0.0% 3,403 

PROFIT (LOSS) BEFORE TAX 4,894 60.1% 2,651 32.6% 592 7.3% 8,137 
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For the year ended December 31, 2009 
( in millions of Brazilian Reais, except percentages)

(condensed income statement)

Pro forma
Commer-

cial
Banking

% of 
Total

Global 
Wholesale 

Banking
% of 
Total

Asset  
Management 

and Insurance
% do 
Total Total

NET INTEREST INCOME 17,719 92.1% 1,440 7.5% 72 0.4% 19,231 

Income from equity instruments 39 100.0% 0 0.0% 0 0.0% 39 

share of results of entities accounted for  
using the equity method 305 100.0% 0 0.0% 0 0.0% 305 

net fee and commission income 4,866 83.0% 641 10.9% 358 6.1% 5,866 

gains/losses on financial assets and liabilities (27) -3.4% 797 102.5% 7 0.9% 777 

other operating income/(expenses) (8) 11.2% (66) 88.3% (0) 0.5% (75)

Personnel expenses (4,998) 88.1% (623) 11.0% (53) 0.9% (5,674)

other administrative expenses (5,621) 96.0% (207) 3.5% (30) 0.5% (5,858)

depreciation and amortization  
of tangible and intangible assets

(1,160) 93.8% (72) 5.8% (4) 0.4% (1,236)

Impairment losses on financial assets (net) (6,533) 99.4% (37) 0.6% 0 0.0% (6,570)

Provisions (net) (1,631) 95.9% (38) 2.3% (32) 1.9% (1,702)

Impairment losses on non-financial assets (net) (85) 100.0% 0 0.0% (0) 0.0% (85)

other non-financial gains/(losses) 54 100.0% 0 0.0% 0 0.0% 54 
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the following tables show our results of operations for the year ended 
december 31, 2009 and 2008 (actual results and on a pro forma basis 
as if the acquisition of Banco Real had occurred as of January 1, 2008), 
for each of our operating segments. 

For the year ended December 31, 
(pro forma) 

( in millions of Brazilian Reais)

Commercial Banking 2009 2008
(pro forma)

2008

net InteRest IncoMe 20,260 17,719 10,192 

Income from equity instruments 30 39 37 

share of results of entities accounted for  
using the equity method 295 305 112 

net fee and commission income 4,970 4,866 3,602 

gains/losses on financial assets and liabilities (net) 1,751 (27) (358)

other operating income (expenses) (281) (8) (22)

Gross income 27,026 22,894 13,564 

Personnel expenses (4,972) (4,998) (3,105)

other administrative expenses (5,213) (5,621) (3,485)

depreciation and amortization  
of tangible and intangible assets

(1,176) (1,160) (798)

Provisions (net) (3,390) (1,631) (1,161)

Impairment losses on financial assets (net) (9,884) (6,533) (4,076)

Impairment losses on other assets (net) (900) (85) (77)

other non-financial gains (losses) 3,403 54 16 

PROFIT (LOSS) BEFORE TAX 4,894 2,919 878 

For the year ended December 31, 
(pro forma) 

( in millions of Brazilian Reais)

Global Wholesale 2009
2008

(pro forma) 2008

NET INTEREST INCOME 1,767 1,440 1,214 

Income from equity instruments 0 0 0 

share of results of entities accounted for  
using the equity method 0 0 0 

net fee and commission income 863 641 449 

gains/losses on financial assets and liabilities (net) 859 797 541 

other operating income (expenses) (23) (66) (38)

Gross income 3,467 2,811 2,166 

Personnel expenses (474) (623) (404)

other administrative expenses (175) (207) (130)

depreciation and amortization  
of tangible and intangible assets

(39) (72) (44)

Provisions (net) (45) (38) (39)

Impairment losses on financial assets (net) (83) (37) (23)

Impairment losses on other assets (net) 0 0 0 

other non-financial gains (losses) 0 0 0 

PROFIT (LOSS) BEFORE TAX 2,651 1,835 1,526 
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commercial Banking segment 
consolidated Results of operations 
for the year ended december 31, 
2009 compared to the year ended 
december 31, 2008 

Summary 

Profit before income tax attributed to the commercial Banking 
segment in 2009 was R$4.9 billion, a R$4.1 billion increase from 
R$878 million in 2008. on a pro forma basis as if the acquisition 
of Banco Real had occurred as of January 1, 2008, profit before 
income tax attributed to the commercial Banking segment in 
2009 increased R$2.0 billion compared to R$2.9 billion in 2008. 

For the year ended December 31, 
(pro forma) 

( in millions of Brazilian Reais)

Asset Management and Insurance 2009
2008

(pro forma) 2008

NET INTEREST INCOME 140 72 33 

Income from equity instruments 0 0 0 

share of results of entities accounted for  
using the equity method 0 0 0 

net fee and commission income 405 358 202 

gains/losses on financial assets and liabilities (net) 54 7 7 

other operating income (expenses) 188 (0) (0)

Gross income 787 437 242 

Personnel expenses (65) (53) (40)

other administrative expenses (48) (30) (22)

depreciation and amortization  
of tangible and intangible assets

(34) (4) (4)

Provisions (net) (46) (32) (31)

Impairment losses on financial assets (net) 0 0 0 

Impairment losses on other assets (net) (1) (0) (0)

other non-financial gains (losses) 0 0 0 

PROFIT (LOSS) BEFORE TAX 592 317 145 
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Net Interest Income 

net interest income for the commercial Banking segment in 
2009 was R$20.3 billion, a 99% or R$10.1 billion increase from 
R$10.2 billion in 2008. on a pro forma basis as if the acquisition 
of Banco Real had occurred as of January 1, 2008, net interest 
income for the commercial Banking segment in 2009 incre-
ased 14% compared to R$17.7 billion in 2008. this increase 
was mainly due to increased average balances of loans and an 
increase in the average spread of our credit assets over interbank 
rates. 

Share of Results of Entities Accounted for using the 
Equity Method 

share of results of entities accounted for using the equity method 
for the commercial Banking segment in 2009 was R$295 million, 
a R$183 million increase from R$112 million in 2008. this 
increase was mainly due to gains of R$126 million from ABn dois 
Participa ›es related to the sale of Real capitaliza ‹o to santander 
seguros. on a pro forma basis as if the acquisition of Banco Real 
had occurred as of January 1, 2008, share of results of entities ac-
counted for using the equity method for the commercial Banking 
segment in 2009 decreased 3% compared to R$305 million in 
2008. 

Net Fee and Commission Income 

net fees and commission income for the commercial Banking 
segment in 2009 were R$5.0 billion, a 38% or R$1.4 billion 
increase from R$3.6 billion in 2008. on a pro forma basis as if 
the acquisition of Banco Real had occurred as of January 1, 2008, 
net fees and commission income for the commercial Banking 
segment in 2009 increased 2% compared to R$4.9 billion in 
2008. this limited growth was mainly due to restrictions on 
banking fees imposed by our regulators starting in April 2008 
which had a negative effect on our banking fees. 

Gains/(Losses) on Financial Assets and Liabilities 

gains (losses) on financial assets and liabilities (net) for the com-
mercial Banking segment in 2009 were gains of R$1.8 billion, 
a R$2.1 billion increase from losses of R$358 million in 2008. 
on a pro forma basis as if the acquisition of Banco Real had 
occurred as of January 1, 2008, gains (losses) on financial assets 
and liabilities (net) for the commercial Banking segment in 2009 
increased R$1.8 billion compared to losses of R$27 million in 
2008. these gains were partially offset by losses recorded under 
exchange differences and resulting from our foreign currency 
exposure. the increase in gains in the prior period principally 
reflected a R$1.8 billion increase in gains on our cayman Islands 
investment hedge, which was offset by an increase in income tax 
expenses, and a R$126 million increase in proceeds from the sale 
of long-term investments upon the sale of part of our interests in 
BovesPA and BM&f in 2008 and 2009. 

Other Operating Income/(Expenses) 

other operating income (expenses) for the commercial Banking 
segment in 2009 were expenses of R$281 million, compared to 
expense of R$22 million 2008. on a pro forma basis as if the 
acquisition of Banco Real had occurred as of January 1, 2008, 
other operating income (expenses) for the commercial Banking 
segment in 2008 amounted to an expense of R$8 million. 
this change was mainly a result of declines in banking fees for 
checking accounts and lending/leasing commissions due to limits 
imposed by the central Bank starting in May 2008. 

Personnel Expenses 

Personnel expenses for the commercial Banking segment increa-
sed from R$3.1 billion for the year ended december 31, 2008 to 
R$5.0 billion in 2009, a 60% or R$1.9 billion increase. on a pro 
forma basis as if the acquisition of Banco Real had occurred as of 
January 1, 2008, personnel expenses for the commercial Banking 
segment in 2008 decreased from R$4,998 million to R$4,972 
million in 2009, a 1% or R$26 million decrease, reflecting the 
cost synergies resulting from the merger of santander Brasil and 
Banco Real partially offset by higher personnel expenses in line 
with historical trends of salary increases tied to inflation. 

Other General Administrative Expenses 

other general administrative expenses for the commercial 
Banking segment increased from R$3.5 billion in 2008 to 5.2 
billion in 2009, a 49% or R$1.7 billion increase. on a pro forma 
basis as if the acquisition of Banco Real had occurred as of 
January 1, 2008, other general administrative expenses for the 
commercial Banking segment in 2008 decreased from R$5.6 
billion to R$5.2 billion in 2009, a 7% or R$408 million decrease, 
primarily due to cost synergies resulting from the merger of san-
tander Brasil and Banco Real. 

Impairment Losses on Financial Assets (Net) 

Impairment losses on financial assets (net) for the commercial 
Banking segment in 2009 were R$9.9 billion, a 142% or R$5.8 
billion increase from R$4.1 billion in 2008. on a pro forma basis 
as if the acquisition of Banco Real had occurred as of January 1, 
2008, impairment losses on financial assets (net) for the commer-
cial Banking segment in 2009 increased 51% compared to R$6.6 
billion in 2008. this increase was mainly due to the deteriorating 
credit quality caused by worsening economic conditions in Brazil 
in the second half of 2008 and the first three quarters of 2009. 
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Provisions (Net) 

Provisions principally include provisions for labor and tax con-
tingences. Provisions (net) for the commercial Banking segment 
were R$3.4 billion in 2009, compared to R$1.2 billion in 2008 or 
R$1.6 billion on a pro forma basis as if the acquisition of Banco 
Real had occurred as of January 1, 2008. this increase reflected 
increased provisions for labor and civil claims and provisions for 
restructuring costs associated with the Banco Real acquisition. 

Impairment Losses on Non-Financial Assets (Net) 

other impairment losses on other assets (net) for the commercial 
Banking segment in 2009 were R$900 million, a R$822 million 
increase from R$77 million in 2008. on a pro forma basis as 
if the acquisition of Banco Real had occurred as of January 1, 
2008, impairment losses on other assets (net) for the commercial 
Banking segment in 2009 increased 959% compared to R$85 
million in 2008. this increase was mainly due to increases in 
impairment on real properties as a result of closing certain of our 
office buildings in connection with the expected move to our new 
headquarters. 

global Wholesale Banking 
consolidated Results of operations 
for the year ended december 31, 
2009 compared to the year ended 
december 31, 2008 
Summary 

Profit before income tax attributed to the global Wholesale 
Banking segment in 2009 was R$2.6 billion, a 73% or R$1.1 
billion increase from R$1.5 billion in 2008. on a pro forma basis 
as if the acquisition of Banco Real had occurred as of January 1, 
2008, profit before income tax attributed to the global Wholesale 
Banking segment in 2009 increased 44% compared to R$1.8 
billion in 2008. 

Net Interest Income 

net interest income for the global Wholesale Banking segment 
in 2009 was R$1.8 billion, a 45% or R$553 million increase from 
R$1.2 billion in 2008. on a pro forma basis as if the acquisition 
of Banco Real had occurred as of January 1, 2008, net interest 
income for the global Wholesale Banking segment in 2009 incre-
ased 23% compared to R$1.4 billion in 2008, reflecting growth 
in the credit portfolio of our gB&M customers, principally trade 
finance. 

Net Fee and Commission Income 

net fees and commission income for the global Wholesale 
Banking segment in 2009 was R$863 million, a 92% or R$414 
million increase from R$449 million in 2008. on a pro forma 
basis as if the acquisition of Banco Real had occurred as of 
January 1, 2008, net fees and commission income for the global 
Wholesale Banking segment in 2009 increased 35% compared 
to R$641 million in 2008. this increase was mainly due to an 
increase in trade finance business commissions resulting from a 
higher volume of transactions in 2009. 

Gains/(Losses) on Financial Assets and Liabilities 

gains (losses) on financial assets and liabilities (net) for the 
global Wholesale Banking segment in 2009 were gains of R$859 
million, a 59% or R$319 million increase from gains of R$541 
million in 2008. on a pro forma basis as if the acquisition of 
Banco Real had occurred as of January 1, 2008, gains (losses) 
on financial assets and liabilities (net) for the global Wholesale 
Banking segment in 2009 increased 8% compared to gains 
of R$797 million in 2008. this increase was mainly due to a 
R$138 million increase in earnings from our proprietary treasury 
business, partially offset by losses of R$76 million in derivatives 
transactions for our customers. 

Other Operating Income/(Expenses) 

other operating income (expenses) for the global Wholesa-
le Banking segment in 2009 was expense of R$23 million, 
compared to expense of R$38 million in 2008. on a pro forma 
basis as if the acquisition of Banco Real had occurred as of 
January 1, 2008, other operating income (expenses) for the 
global Wholesale Banking segment in 2009 decreased 66% 
compared to expense of R$66 million in 2008. 

Personnel Expenses 

Personnel expenses for the global Wholesale Banking segment 
increased from R$404 million in 2008 to R$474 million in 2009, 
a 17% or R$71 million increase. on a pro forma basis as if the 
acquisition of Banco Real had occurred as of January 1, 2008, 
personnel expenses for the global Wholesale Banking segment in 
2009 decreased 24% compared to R$623 million in 2008, mainly 
due to cost synergies resulting from the merger of santander 
Brasil and Banco Real. 
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Other General Administrative Expenses 

other general administrative expenses for the global Wholesale 
Banking segment increased from R$130 million in 2008 to R$175 
million in 2009, a 35% increase. on a pro forma basis as if the 
acquisition of Banco Real had occurred as of January 1, 2008, 
other general administrative expenses for the global Wholesale 
Banking segment in 2009 decreased 15% compared to R$207 
million in 2008, mainly due to cost synergies resulting from the 
merger of santander Brasil and Banco Real. 

Impairment Losses on Financial Assets (Net) 

Impairment losses on financial assets (net) for the global Who-
lesale Banking segment in 2009 with losses of R$83 million, a 
R$60 million increase in losses from R$23 million in 2008. on a 
pro forma basis as if the acquisition of Banco Real had occurred 
as of January 1, 2008, impairment losses on financial assets (net) 
for the global Wholesale Banking segment in 2008 were losses of 
R$37 million. 

Provisions (Net) 

Provisions (net) for the global Wholesale Banking segment were 
losses of R$45 million in 2009, compared to losses of R$39 
million in 2008 and on a pro forma basis as if the acquisition of 
Banco Real had occurred as of January 1, 2008. Provisions princi-
pally include provisions for labor and tax contingencies. 

Asset Management and Insurance 
segment consolidated Results 
of operations for the year ended 
december 31, 2009 compared to 
the year ended december 31, 2008 
Summary 

Profit before income tax attributed to the Asset Management 
and Insurance segment in 2009 was R$592 million, a 308% or 
R$447 million increase from R$145 million in 2008. on a pro 
forma basis as if the acquisition of Banco Real had occurred as of 
January 1, 2008, profit before income tax attributed to the Asset 
Management and Insurance segment in 2009 increased 86% 
compared to R$317 million in 2008. on August 14, 2009, our 
shareholders transferred certain Brazilian asset management and 
insurance companies that were previously owned by santander 
spain to santander Brasil, through a series of share exchange 
transactions (incorpora ›es de a ›es) in order to consolidate all of 
the santander group’s Brazilian insurance and asset management 
operations into santander Brasil. see “summary—Recent events” 
and “Business—Asset Management and Insurance.” the results 
of operations for our Asset Management and Insurance segment 
include the results of these companies as from June 30, 2009. 

Net Interest Income 

net interest income for the Asset Management and Insurance 
segment in 2009 was R$140 million, a 326% or R$107 million 
increase from R$33 million in 2008. on a pro forma basis as if 
the acquisition of Banco Real had occurred as of January 1, 2008, 
net interest income for the Asset Management and Insurance 
segment in 2009 increased 93% compared to R$72 million in 
2008. this increase was mainly due to the integration of the 
asset management and insurance operations transferred to us in 
August 2009. 

Net Fee and Commission Income 

net fees and commission income for the Asset Management 
and Insurance segment in 2009 were R$405 million, a 100% 
or R$202 million increase from R$202 million in 2008. on a 
pro forma basis as if the acquisition of Banco Real had occurred 
as of January 1, 2008, net fees and commission income for the 
Asset Management and Insurance segment in 2009 increased 
13% compared to R$358 million in 2008. In addition, the level 
of net fees and commission income increased mainly due to an 
increase in net commissions on the sale of insurance. this increase 
is mainly due to the integration of the asset management and 
insurance transferred to us in August 2009. 

Gains/(Losses) on Financial Assets and Liabilities 

gains (losses) on financial assets and liabilities (net) for the Asset 
Management and Insurance segment in 2009 were gains of R$54 
million, a 672% or R$47 million increase from R$7 million in 
2008. on a pro forma basis as if the acquisition of Banco Real 
had occurred as of January 1, 2008, gains/(losses) on financial 
assets and liabilities (net) for the Asset Management and Insu-
rance segment in 2009 increased R$47 million compared to R$7 
million in 2008. this increase is mainly due to the integration of 
the asset management and insurance operations transferred to us 
in August 2009. 

Other Operating Income/(Expenses) 

other operating income (expenses) for the Asset Management 
and Insurance segment in the year ended december 31, 2009 
presented an income of R$188 million, a R$188 million increase 
compared to an expense of R$0 in the year ended december 31, 
2008. this increase was due to the integration of the asset ma-
nagement and insurance operations transferred to us in August 
2009. the change in other operating income (expenses) on a pro 
forma basis was the same, as this income (expenses) relates to 
the operations transferred to us in August 2009. 
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Personnel Expenses 

Personnel expenses for the Asset Management and Insurance 
segment increased from R$40 million in 2008 to R$65 million in 
2009, a 64% or R$25 million decrease. on a pro forma basis as if 
the acquisition of Banco Real had occurred as of January 1, 2008, 
personnel expenses for the Asset Management and Insurance 
segment in 2009 increased 22% compared to R$53 million in 
2008, mainly due to cost synergies from the acquisition of Banco 
Real. this increase is mainly due to the incorporation of Asset 
and Insurance operations in August 2009, partially offset by the 
cost synergies resulting from the merger of santander Brasil and 
Banco Real. 

Other General Administrative Expenses 

other general administrative expenses for the Asset Management 
and Insurance segment increased from R$22 million in 2008 to 
R$48 million in 2009, a 119% or R$26 million increase. on a pro 
forma basis as if the acquisition of Banco Real had occurred as of 
January 1, 2008 other general administrative expenses increased 
60% compared to R$30 million in 2008, mainly due to cost sy-
nergies from the acquisition of Banco Real. this increase is mainly 
due to the integration of the asset management and insurance 
operations transferred to us in August 2009, offset by the gains 
from the acquisition of Banco Real. 

Provisions (Net) 

Provisions (net) for the Asset Management and Insurance 
segment were R$46 million in 2009 compared to R$31 million in 
2008 or R$32 million on a pro forma basis as if the acquisition 
of Banco Real had occurred as of January 1, 2008. Provisions 
principally include provisions for labor and tax contingencies. this 
increase was mainly due to the incorporation of the Asset and 
Insurance operations in August 2009. 

New Accounting Pronouncements 

Adoption of new standards and interpretations 

All standards and interpretations which came into force were 
adopted by the Bank in 2009. the following are the standards 
and interpretations applicable to the Bank and adopted in 2009: 

Revision of IAs 1 Presentation of financial statements: introdu-
ces certain changes in the presentation of financial statements, 
including changes to the titles of individual financial statements, 
as described below. the statement of changes in equity will only 
include changes in equity arising from transactions with owners 
acting in their capacity as owners. With respect to “non-owner” 
changes (e.g. transactions with third parties or income and 
expenses recognized directly in equity), entities are no longer 
permitted to present items of other comprehensive income se-
parately in the statements of changes in equity. such non-owner 
movements must be presented in a statement of comprehensive 
income and the total carried to the statement of changes in 
equity. All items of income and expense (including those recogni-
zed outside of profit or loss) must be presented either in a single 
statement of comprehensive income with subtotals or in two 
separate statements (a separate income statement and a state-
ment of comprehensive income). IAs 1 also introduces new repor-
ting requirements when the entity applies a change in accounting 
policy retrospectively, makes a restatement or reclassifies items in 
previously issued statements. 

Paragraph 10 of the revised IAs 1 provides the possibility of 
changing the names of the financial statements. the new termino-
logy which may be used to refer to the financial statements is as 
follows: 

  the balance sheet becomes the statement of financial position. 

  the statement of recognized income and expense becomes the 
statement of comprehensive income. 

  the statement of cash flows remains the same. 

In preparing these financial statements the Bank has retained 
the names of the financial statements used in the consolidated 
financial statements for 2008. 

Amendments to IAs 32 and IAs 1 – Puttable financial Instru-
ments and obligations Arising on liquidation: the amendments 
address the classification of puttable financial instruments and 
obligations arising only on liquidation. following the amend-
ments, these instruments are presented as equity provided that 
they meet certain criteria including that of being the most subor-
dinated class, and provided that they evidence a residual interest 
in the net assets of the entity. 
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Amendments to IfRs 1 and IAs 27 -cost of an Investment in a 
subsidiary, Jointly controlled entity or Associate: this amendment 
refers to separate financial statements and, therefore, is not 
applicable to consolidated financial statements. 

Amendment to IfRs 7 financial Instruments: the objective of this 
amendment aims to increase disclosure requirements, including 
the requirements for disclosure of fair value measurements and 
liquidity risk. 

Amendment to IAs 39 and IfRIc 9 clarifying the treatment of 
embedded derivatives for companies which have made use of the 
Amendment to IAs 39 on reclassifications, issued by the IAsB. 
these amendment clarifies that in a reclassification of an asset in 
the “financial assets at fair value through profit or loss” category 
all the embedded derivatives must be measured and, where 
necessary, accounted for separately in the financial statements. 

IfRIc 13 customer loyalty Programmes: this interpretation 
addresses the accounting by entities that provide their customers 
with incentives to buy goods or services by providing awards as 
part of a sales transaction, such as credit card reward schemes. 

Amendments to IAs 39, eligible hedged Items: these amend-
ments establishes that inflation may only be designated as a 
hedged item if it is a contractually specified portion of the cash 
flows to be hedged. only the intrinsic value and not the time 
value of a purchased option may be used as a hedge instrument. 

IfRIc 16 hedges of a net Investment in a foreign operation: this 
interpretation clarifies the following matters: (i) the exposure to 
foreign exchange differences between the functional currency of 
the foreign operation and the presentation currency of the parent 
cannot be designated as a hedged risk, and only the foreign 
currency exposure arising between the functional currency of 
the parent and that of its foreign operation qualifies for hedge 
accounting; (ii) the hedging instrument used to hedge the net 
investment may be held by any entity within the group, not neces-
sarily by the parent of the foreign operation; and, (iii) it addresses 
how an entity should determine the amounts to be reclassified 
from equity to profit or loss for both the hedging instrument and 
the hedged item on disposal of the foreign operation. 

IfRs 2, ‘share-based payment’ – vesting conditions and cancella-
tions the IAsB published an amendment to IfRs 2, ‘share-based 
payment’, in January 2008. the changes pertain mainly to the 
definition of vesting conditions and the regulations for the can-
cellation of a plan by a party other than the company. 

Improvements to IfRs’ were issued in May 2008. the improve-
ments contain numerous amendments to IfRs that the IAsB con-
siders non-urgent but necessary. ‘Improvements to IfRs’ comprise 
amendments that result in accounting changes for presentation, 
recognition or measurement purposes, as well as terminology or 
editorial amendments related to a variety of individual IfRs stan-
dards. Most of the amendments are effective for annual periods 
beginning on or after January 1, 2009, with earlier application 
permitted. the adoption of the above mentioned standards and 
interpretations did not have a material effect on the consolidated 
financial statements taken as a whole. 

Standards and interpretations effective subsequent 
to December 31, 2009 

the Bank has not yet adopted the following new or revised IfRs 
standards or interpretations, which have been issued but their 
effective date is subsequent to the date of our consolidated 
financial statements: 

IfRs 9 – financial Instruments: Recognition and Measurement – 
the main changes of IfRs 9 compared to IAs 39 are: (i) all finan-
cial assets are initially measured at fair value plus, in the case of 
a financial asset not at fair value through profit or loss, transac-
tions costs; (ii) new requirements for classifying and measuring 
financial assets – the standard divides all financial assets that are 
currently in the scope of IAs 39 in two classifications: amortized 
cost and fair value; (iii) the IAs 39’s available for sale and held 
to maturity categories were eliminated; and (iv) the embedded 
derivatives concept of IAs 39 is not included in IfRs 9. 

Amendments to IfRs 2 – the amendments to IfRs 2 provide 
additional guidance on the accounting for share-based payment 
transactions among group entities (incorporating guidance pre-
viously contained in IfRIc 11). 

Revision of IfRs 3 Business combinations and Amendment to IAs 
27 consolidated and separate financial statements – introduce 
significant changes in several matters relating to accounting for 
business combinations, and are only applied prospectively. these 
changes include the following: 

(i) acquisition costs must be expensed, rather than recognized as 
an increase in the cost of the business combination; (ii) in step 
acquisitions the acquirer must remeasure at fair value the invest-
ment held prior to the date that control is obtained; and (iii) there 
is an option to measure at fair value the minority interests of the 
acquiree, as opposed to the single current treatment of measuring 
them as the proportionate share of the fair value of the net assets 
acquired. 
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Revision to IAs 32: classification of Rights Issues -under the 
amendment to IAs 32 rights, options and warrants – otherwise 
meeting the definition of equity instruments in IAs 32.11 – issued 
to acquire a fixed number of an entity’s own non-derivative equity 
instruments for a fixed amount in any currency are classified as 
equity instruments, provided the offer is made pro-rata to all 
existing owners of the same class of the entity’s own non-deriva-
tive equity instruments. 

IAs 38 Intangible Assets – Amendments to clarify the description 
of valuation techniques commonly used by entities when mea-
suring the fair value of intangible assets acquired in a business 
combination that are not traded in active markets. 

IfRIc 19 extinguishing financial liabilities with equity Instru-
ments. 

IfRIc 14 the limit on a defined Benefit Asset, Minimum 
funding Requirements and their Interaction – this IfRIc has 
been amended to remedy an unintended consequence of IfRIc 
14 where entities are in some circumstances not permitted to 
recognize prepayments of minimum funding contributions as 
an asset. entities shall apply this Interpretation prospectively for 
annual periods beginning on or after January 1, 2011. the Bank’s 
management estimates that the application of the amendments 
of IfRIc 14 will not have a material effect on the Bank’s financial 
condition or results of operations. 

IfRIc 17 distributions of non-cash Assets to owners – the 
Interpretation provides guidance on the appropriate accounting 
treatment when an entity distributes assets other than cash as 
dividends to its shareholders. 

IfRIc 18 transfers if Assets from customers – the Interpretation 
addresses the accounting by recipients for transfers of property, 
plant and equipment from “customers” and concludes that when 
the item of property, plant and equipment transferred meets the 
definition of an asset from the perspective of the recipient, the 
recipient should recognize the asset at its fair value on the date of 
the transfer, with the credit recognized as revenue in accordance 
with IAs 18 Revenue. 

Improvements to IfRs ‘Improvements to IfRs’ were issued in 
April 2009. they contain numerous amendments to IfRs that 
the IAsB considers non-urgent but necessary. ‘Improvements to 
IfRs’ comprise amendments that result in accounting changes 
for presentation, recognition or measurement purposes, as well 
as terminology or editorial amendments related to a variety of 
individual IfRs standards. Most of the amendments are effective 
for annual periods beginning on or after January 1, 2010, with 
earlier application permitted. no material changes to accounting 
policies are expected as a result of these amendments. 

Revision of IfRs 5 non current Assets held for sale and disconti-
nued operation – Amendment to clarify that IfRs 5 specifies the 
disclosures required in respect of non-current assets (or disposal 
groups) classified as held for sale or discontinued operations. 

Revision of IfRs 8 operating segments – Amendment to clarify 
that an entity is required to disclose a measure of segment assets 
only if that measure is regularly reported to the chief operating 
decision maker. 

Revision of IAs 1 Presentation of financial statements – clarifi-
cation that the potential settlement of a liability by the issue of 
equity is not relevant to its classification as current or noncurrent. 
By amending the definition of current liability, the amendment 
permits a liability to be classified as non-current (provided that 
the entity has an unconditional right to defer settlement by 
transfer of cash or other assets for at least 12 months after the 
accounting period) notwithstanding the fact that the entity could 
be required by the counterparty to settle in shares at any time. 

Revision of IAs 7 statement of cash flows – Amendment to 
require that only expenditures that result in a recognized asset in 
the statement of financial position can be classified as investing 
activities. 

Revision of IAs 17 leases – deletion of specific guidance 
regarding classification of leases of land, so as to eliminate 
inconsistency with the general guidance on lease classification. 
As a result, leases of land should be classified as either finance or 
operating using the general principles of IAs 17. 

Revision of IAs 24 Related Party disclosures – the revision of IAs 
24 clarifies the definition of related parties. 

Revision of IAs 36 Impairment of Assets – Amendment to clarify 
that the largest cash-generating unit (or group of units) to which 
goodwill should be allocated for the purposes of impairment 
testing is an operating segment as defined by paragraph 5 of IfRs 
8 operating segments. 
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Revision of IAs 39 financial Instruments: Recognition and Measu-
rement – Amendments to clarify (i) that prepayment options, the 
exercise price of which compensates the lender for loss of interest 
by reducing the economic loss from reinvestment risk, should be 
considered closely related to the host debt contract; (ii) it only 
applies to binding (forward) contracts between an acquirer and a 
vendor in a business combination to buy an acquiree at a future 
date, the term of the forward contract should not exceed a reaso-
nable period normally necessary to obtain any required approvals 
and to complete the transaction and the exemption should not be 
applied to option contracts (whether or not currently exercisable) 
that on exercise will result in control of an entity, nor by analogy 
to investments in associates and similar transactions; (iii) when to 
recognize gains or losses on hedging instruments as a reclassifi-
cation adjustment in a cash flow hedge of a forecast transaction 
that results subsequently in the recognition of a financial ins-
trument. the amendment clarifies that gains or losses should be 
reclassified from equity to profit or loss in the period in which the 
hedged forecast cash flow affects profit or loss; (iv) changes in 
impairment of financial assets as mentioned in the exposure draft 
2009/12; and (v) changes in the requirements of derecognition of 
financial assets as mentioned in the exposure draft 2009/3. 

We do not expect the adoption of the above-mentioned standar-
ds and interpretations to have a material effect on the consolida-
ted financial statements taken as a whole. 

Liquidity and Capital Resources 

In line with the santander group’s global funding policy, we 
primarily fund our operations independently of any of the other 
entities in the santander group. 

our asset and liability management is carried out within defined 
limits as determined by the Asset and liability Management 
committee, or “Alco”, which operates under guidelines and 
procedures established by the santander group, including 
limits for positioning in different areas of the Brazilian financial 
market. see “Management’s discussion and Analysis of financial 
condition and Results of operations—Risk Management—Asset 
and liability Management committee” for further information 
regarding the Alco. 

the following table sets forth our capitalization as of december 
31, 2009 and december 31, 2008. 

1 Based on central Bank criteria, which disregards the goodwill effect. 
2 Includes credit, market and operational risk capital required.

( in millions of Brazilian Reais, except percentages)

At December 31, 2009(1) At December 31, 2008(1)

Amount Ratio Amount Ratio

tier 1 capital 42,358 20.7% 23,033 10.7%

tier 2 capital 9,973 4.9% 8,504 4.0%

tier 1 and 2 capital 52,331 25.6% 31,357 14.7%

Required Regulatory capital(2) 22,483 n.A, 23,528 n.A.

1572009 AnnuAl RePoRt IfRs fInAncIAl stAteMents 



Funding 

We fund most of our assets with local deposits, in line with other 
Brazilian banks. In accordance with Brazilian regulations, we 
generally may not issue bonds in the local market. our external 
foreign-currency bond issuances comprise a small portion of 
our total liabilities. We also sell government securities under 
agreements to repurchase for purposes of funding the overnight 
government bond market. In connection with the acquisition of 

Banco Real, santander spain provided funding to santander Brasil 
of R$2.5 billion by means of the acquisition of certain gB&M 
loans that had been originated by ABn AMRo. 

Deposits 

the following tables present the composition of santander Brasil’s 
consolidated funding at the dates indicated. 

Deposits
At December 31

( in millions of Brazilian Reais)

2009 2008 2007

Deposits from the Brazilian Central Bank  
and credit institutions

time deposits 20,838 26,721 11,949

other demand accounts 195 66 61

Repurchase agreements 164 31 6,834

total 21,197 26,818 18,844

Customer deposits

current accounts 15,140 15,298 6,588

savings accounts 25,216 20,643 6,288

other demand deposits - - 26

time deposits 74,634 88,880 26,028

Repurchase agreements 34,450 30,674 16,281

total 149,440 155,495 55,211

Total deposits 170,637 182,313 74,055

1 Included in deposits from the central Bank and credit institutions and customer deposits. 

Short-Term Borrowings
At December 31, 

( in millions of Brazilian Reais, except percentages)

2009 2008 2007

Securities sold under agreements to repurchase 
(principally Brazilian Government securities) Amount

Average 
Rate Amount

Average 
Rate Amount

Average 
Rate

At december 31 34,614 9.9% 30,706 13.6% 23,115 11.2%

Average during year 32,493 11.5% 19,639 12.0% 21,567 11.0%

Maximum month-end balance 37,214 - 31,058 - 25,748 -

Total short-term borrowings at year-end (1) 34,614 30,706 23,115

Deposits from the Central Bank  
and Credit Institutions 

our balance of deposits from the central Bank and credit ins-
titutions increased from R$18.8 billion on december 31, 2007 
to R$26.8 billion on december 31, 2008 and R$21.2 billion on 
december 31, 2009, representing 25%, 15% and 12% of total 
deposits, respectively. excluding the effect of the acquisition of 
Banco Real, our deposits from the central Bank and credit insti-
tutions were R$20.4 billion at december 31, 2008, representing 
23% of total deposits at december 31, 2008. the variation from 
december 31, 2008 to december 31, 2009 was mainly generated 
by the depreciation of the real against the u.s. dollar of 25%. 

Customer Demand Deposits 

our balance of demand deposits (current accounts and other 
demand deposits) was R$6.6 billion as of december 31, 2007, 
R$15.3 billion as of december 31, 2008 and R$15.1 billion as 
of december 31, 2009, and our percentage of demand deposits 
to total deposits was 9% on december 31, 2007, 8% as of 
december 31, 2008 and 9% on december 31, 2009. exclu-
ding the effect of the acquisition of Banco Real, our balance of 
demand deposits was R$5.3 million on december 31, 2008 and 
our percentage of demand deposits to total deposits was 6% on 
december 31, 2008. the 2008 variation, excluding the effect of 
the acquisition of Banco Real, was mainly a result of the global 
financial crisis which reduced the liquidity in the local market. 
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Customer Savings Deposits 

After the Banco Real acquisition, our savings deposits increased 
from R$6.3 billion as of december 31, 2007 to R$20.6 billion as 
of december 31, 2008 and R$25.2 billion as of december 31, 
2009, and our percentage of savings deposits to total deposits 
was 8% as of december 31, 2007, 11% as of december 31, 
2008 and 15% as of december 31, 2009. excluding the effect 
of the acquisition of Banco Real, our savings deposits were 
R$8.3 billion as of december 31, 2008, representing 9% of total 
deposits as of december 31, 2008. the increases from december 
31, 2007 through december 31, 2009 reflected migration from 
investment funds towards lower risk bank deposits initially driven 
by a “flight to quality” (or movement to institutions and invest-
ment products perceived as being lower-risk), which continued 
until the end of 2008, thereafter increases were mainly due to the 
decline in the rates of return on fixed income investments due to 
the reduction of local interest rates, which caused regular saving 
accounts to be more attractive to investors. 

Customer Time Deposits 

our balance of time deposits increased from R$26.0 billion as of 
december 31, 2007 to R$88.9 billion as of december 31, 2008 
and R$74.6 billion as of december 31, 2009, representing 35%, 
49% and 41% of total deposits, respectively. excluding the effect 
of the acquisition of Banco Real, our time deposits were R$40.9 
billion as of december 31, 2008, representing 46% of total 
deposits as of december 31, 2008. the 2008 variation excluding 
the effect of the acquisition of Banco Real was mainly due to 
migration from investment funds. 

Customer Deposits – Repurchase Agreements 

We maintain a portfolio of Brazilian public and private sector 
liquid debt instruments used to obtain overnight funds from other 
financial institutions or investment funds by selling such securities 
and simultaneously agreeing to repurchase them. due to the 
short-term (overnight) nature of this funding source, such transac-
tions are volatile, and are composed, generally, of Brazilian public 
securities. securities sold under repurchase agreements increased 
from R$16.3 billion as of december 31, 2007 to R$30.7 billion 
as of december 31, 2008 and R$34.4 billion as of december 

31, 2009, representing 22%, 17% and 20% of total funding, 
respectively. the variation from december 31, 2008 to december 
31, 2009 was mainly movement of customer funds out of mutual 
funds and other similar vehicles into lower-risk bank deposits as 
well as a “flight to quality” as Brazilian customers moved their 
savings to larger financial institutions. excluding the effect of the 
acquisition of Banco Real, securities sold under repurchase agree-
ments were R$14.4 billion as of december 31, 2008, representing 
16% of total funding as of december 31, 2008. 

other funding 
Marketable Debt Securities 

As of december 31, 2009, we had R$11.4 billion in funds from 
issuance of marketable debt securities, representing 5.6% of our 
total funding. this amount includes (1) R$1.2 billion in Agribusi-
ness credit notes (letra de crédito do Agronegócio), which are 
credit notes that are freely negotiable and represent an uncondi-
tional promise of payment in cash, issued exclusively by financial 
institutions, related to credit rights originated from transactions 
conducted between rural producers and their cooperatives and 
agents of the agribusiness production chain; (2) R$5.9 billion of 
Real estate credit notes – lcI related to credit rights originated 
from real estate transactions; (3) R$2.8 billion in bonds and other 
securities; and (4) R$1.4 billion in securitization notes. We have 
entered into securitization transactions involving the sale of our 
right, title and interest in (but none of our obligations under) 
certain of our diversified payment rights, which consist of certain 
u.s. dollar-and euro-denominated payment orders received or 
to be received by us. sales of such diversified payment rights are 
made to a special purpose company, which finances its purchases 
of such rights through the issue of notes. 

Subordinated Debt 

As of december 31, 2009, our subordinated debt included (1) 
u.s.$500 million in perpetual securities at a fixed rate of 8.7% 
per year with quarterly interest payments issued in september 
2005, (2) R$10.4 billion of certificates of deposit issued by us 
in the local market in various issuances at average interest rates 
indexed to cdI or IPcA. 
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Contractual Obligations 

our contractual obligations at december 31, 2009 are summari-
zed as follows: 

the table above does not reflect amounts that we may have to pay on derivative contracts. the amounts ultimately payable will depend 
upon movements in financial markets. the aggregate fair value of all our derivative contracts as of december 31, 2009 was R$702 
million. 

In addition, we lease many properties under standard real estate lease contracts, which leases can be canceled at our option and include 
renewal options and escalation clauses. total future minimum payments of non-cancelable operating leases as of december 31, 2009 
is R$1,078 million, of which R$314 million matures in up to one year, R$687 million from one year to up to five years and R$76 million 
after five years. In 2008, we paid R$249 million under such leases and for the year ended december 31, 2009, we paid R$304 million 
under such leases. 

At December 31, 2009 
( in millions of Brazilian Reais) 

Total
Less than 

1 year
1 - 3 

years
3 - 5 

years
More than 

5 years

Contractual Obligations

deposits from central banks 240 240 - - -

deposits from credit institutions 20,956 12,624 7,486 742 105

customer deposits 149,440 104,632 40,770 4,032 6

Marketable debt securities 11,439 8,125 937 1,533 844

subordinated liabilities 11,305 2 - 4,331 6,971

Total 193,380 125,623 49,193 10,638 7,926

At December 31, 
( in millions of Brazilian Reais)

2009 2008 2007

Contingent liabilities

financial guarantees and other securities 20,506 24,765 14,835

documentary credits 461 640 464

Total contingent liabilities 20,967 25,405 15,299

Commitments

loan commitments drawable by third parties 77,789 68,778 18,090

securities placement commitments 3,438 9,615 3,646

Total commitments 81,227 78,393 21,736

Total 102,194 103,798 37,035

Off-Balance Sheet Arrangements 

We have entered into the normal course of business, several types of off-balance sheet arrangements, including lines and letters of credit 
and financial guarantees. 

lending-Related financial Instruments and guarantees 
We utilize lines and letters of credit and financial guarantee instruments to meet the financing needs of our customers. the contractual 
amount of these financial instruments represents the maximum possible credit risk should the counterparty draw down the commit-
ment or we fulfill our obligation under the guarantee and the counterparty subsequently fails to perform according to the terms of the 
contract. Most of these commitments and guarantees expire without the counterparty drawing on the credit line or a default occurring. 
As a result, the total contractual amount of these instruments does not represent our future credit exposure or funding requirements. 
further, certain commitments, primarily related to consumer financing, are cancelable, upon notice, at our option. 

the following table sets forth the maximum potential amount of future payments under credit and financial guarantees. 
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selected statistical Information 
the following information for santander Brasil is included 
for analytical purposes and is derived from and should be 
read in conjunction with the financial statements as well as 
“Management’s discussion and Analysis of financial condition 
and Results of operations”. 

Average annual balance sheet data has been calculated based 
upon the average of the monthly balances at 13 dates: at 
december 31 of the prior year and each of the month-end 
balances of the 12 subsequent months. Average income sta-
tement and balance sheet data and other related statistical 
information for santander Brasil have been prepared on a conso-
lidated annual basis. As from August 30, 2008, our consolidated 
financial information includes data of Banco Real. We believe that 
the average data set forth herein accurately reflect in all material 
respects our financial condition and results of operations at the 
dates and for the periods specified. 

the selected statistical information set forth below includes 
information at and for the years ended december 31, 2006 and 
2005 derived from unaudited financial statements prepared in 
accordance with Brazilian gAAP. see “Presentation of financial 
and other Information”. Because of the material differences in 
criteria and presentation between Brazilian gAAP and IfRs, such 
information is not comparable with the selected statistical data at 
and for the years ended december 31, 2009, 2008 and 2007. for 
a discussion of such differences, see note 45 to our financial sta-
tements. Accordingly, differences between amounts at and for the 
years ended december 31, 2006 and 2005 and the amounts at 
and for the years ended december 31, 2009, 2008 and 2007 may 
be due to differences between Brazilian gAAP and IfRs as well as 
the evolution of our financial condition and results of operations 
during these years. 

Average Balance Sheet and Interest Rates 

the following tables show our average balances and interest 
rates for each of the periods presented. With respect to the tables 
below and the tables under “— changes in net Interest Income 
— volume and Rate Analysis” and “— Assets — earning Assets 
— yield spread”, (1) we have stated average balances on a gross 
basis, before netting our allowances for credit losses, except for 
the total average asset figures, which include such netting and (2) 
all average data have been calculated using month-end balances, 
which is not significantly different from having used daily 
averages. We stop accruing interest on loans once they are more 
than 60 days past due. All our non-accrual loans are included in 
the table below under “other assets”. 
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Changes in Net Interest Income –  
Volume and Rate Analysis 

the following tables allocate the changes in our net interest income 
between changes in average volume and changes in average rate 
for the year ended december 31, 2009 compared to the year ended 
december 31, 2008 and for the year ended december 31, 2008 
compared to the year ended december 31, 2007. We have calcu-

lated volume variances based on movements in average balances 
over the period and rate variance based on changes in interest rates 
on average interest-earning assets and average interest-bearing 
liabilities. We have allocated variances caused by changes in both 
volume and rate to volume. you should read the following tables 
and the footnotes thereto in light of our observations noted in “— 
Average Balance sheet and Interest Rates”. 

IFRS – For the year ended 2009/2008 
Increase (decrease) due to changes in 

( in millions of Brazilian Reais)

IFRS – For the year ended 2008/2007 
Increase (decrease) due to changes in 

( in millions of Brazilian Reais)

Interest and Similar Revenues Volume Rate
Net 

Change Volume Rate
Net 

Change

Interest-earning assets

cash and due from central banks (138) (465) (603) 403 (26) 377

due from credit entities 1,299 (216) 1,083 848 269 1,117

loans and credits 12,669 505 13,174 7,182 1,067 8,249

debt securities 2,765 (891) 1,874 437 724 1,161

other interest-earning assets 49 - 49 (334) - (334)

Total interest-earning assets 16,644 (1,067) 15,577 8,536 2,034 10,570

Investments in equity securities 38 (45) (7) (13) 14 1

Total earning assets 16,682 (1,112) 15,570 8,523 2,048 10,571

Interest and Similar Expenses

Interest-bearing liabilities

deposits from central bank 29 - 29 - - -

due to credit entities 5 (456) (451) 246 22 268

customer deposits 6,382 (2,364) 4,018 3,700 737 4,437

Marketable debt securities 465 34 499 362 (90) 272

subordinated debt 495 (108) 387 197 41 238

other interest-bearing liabilities 366 - 366 112 - 112

Total interest-bearing liabilities 7,742 (2,894) 4,848 4,617 710 5,327

Assets 
Earning Assets—Yield Spread 

the following tables analyze our average earning assets, interest 
income and dividends on equity securities and net interest income 
and shows gross yields, net yields and yield spread for each of the 

IFRS – For the years ended December 31, 
( in millions of Brazilian Reais, except percentages) 

2009 2008 2007

Average earning assets 229,495 133,718 86,811

Interest and dividends on equity securities(1) 39,373 23,805 13,233

net interest income 22,167 11,438 6,195

gross yield(2) 17.2% 17.8% 15.2%

net yield(3) 9.7% 8.6% 7.2%

yield spread(4) 7.8% 6.5% 5.1%

1 dividends on equity securities include dividends from companies accounted for by the equity method. 
2 gross yield is the quotient of interest and dividends on equity securities divided by average earning assets. 
3 net yield is the quotient of net interest income (that includes dividends on equity securities) divided by average earning assets.
4 yield spread is the difference between gross yield on earning assets and the average cost of interest-bearing liabilities.

periods indicated. you should read this table and the footnotes 
thereto in light of our observations noted in “— Average Balance 
sheet and Interest Rates”. 
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Return on Equity and Assets 

the following tables present our selected financial ratios for the 
periods indicated. 

Interest-Earning Assets 

the following table shows the percentage mix of our average 
interest-earning assets for the years indicated. you should read 
this table in light of our observations noted in “— Average 
Balance sheet and Interest Rates”. 

IFRS For the years ended December 31, 

2009 2008 2007

cash and due from central banks 8.1% 14.6% 18.8%

due from credit entities 14.1% 13.3% 10.5%

loans and credits 57.2% 54.9% 47.8%

debt securities 20.6% 17.2% 22.9%

total interest-earning assets 100.0% 100.0% 100.0%

IFRS For the years ended December 31, 

2009 2008 2007

ROA: Return on average total assets 1.8% 1.5% 1.9%

ROE: Return on average shareholders’ equity 9.8% 10.3% 18.1%

Average shareholder’s equity as a percentage 
of average total assets 18.8% 14.1% 10.5%

Payout(1) 26.8% 35.8% 66.2%

1 divided payout ratio (dividends declared per share divided by net income per share). 

Loans and Advances to Credit Institutions 

the following tables show our short-term funds deposited with 
other banks at each of the dates indicated.

IFRS For the years ended December 31, 
( in millions of Brazilian Reais)

2009 2008 2007

time deposits 9,945 10,703 1,861

Reverse repurchase agreements 6,160 4,583 739

escrow deposits 6,192 6,201 2,629

foreign currency investments 3,493 10,689 679

other accounts 412 1,563 1,377

Total 26,202 33,739 7,285
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As of december 31, 2009 and 2008, we held no securities of 
single issuers or related group of companies whose aggregate 
book or market value exceed 10% of stockholders’ equity, other 
than the Brazilian government securities, which represented 
79.4% of the stockholders’ equity. total debt securities aggrega-
ted values near 83.7% of the stockholders’ equity. 

IFRS – At December 31, 
( in millions of Brazilian Reais) 

2009 2008 2007

Debt securities

Brazilian government securities 54,581 37,493 14,338

other domestic issuers 2,960 2,132 1,092

Total domestic 57,541 39,625 15,430

less-allowance for credit losses (30) (29) (14)

Total debt securities 57,511 39,596 15,416

Equity securities

equity securities 17,992 1,923 2,959

less-price fluctuation allowance - - -

Total equity securities 17,992 1,923 2,959

Total investment securities 75,503 41,519 18,375

the following table analyzes the maturities and weighted average 
yields of our debt investments securities (before impairment allo-
wance at december 31, 2009). yields on tax-exempt obligations 
have not been calculated on a tax equivalent basis because the 
effect on such calculation is not material. 

IFRS – At December 31, 
( in millions of Brazilian Reais) 

Maturing 
within  
1 year

Maturing 
between 

1 and 5 
years

Maturing 
between 
5 and 10 

years

Maturing 
after 

10 years Total
Average 

Yield

Debt Securities 

Brazilian government 15,781 32,442 2,443 3,915 54,581 10.9%

other domestic issuers 283 1,359 1,181 137 2,960 8.7%

Total debt investment securities 16,064 33,801 3,624 4,052 57,541 10.8%

Loan Portfolio 

At december 31, 2009, our total loans and advances to custo-
mers equaled R$138.4 billion (43.8% of our total assets). net 
of allowances for credit losses, loans and advances to customers 
equaled R$128.3 billion at december 31, 2009 (40.6% of our 
total assets at december 31, 2009). In addition to loans, we had 
outstanding at december 31, 2009, 2008 and 2007 R$77.8 
billion, R$68.8 billion and R$19.6 billion, respectively, of undrawn 
balances available to third parties. 

Investment Securities 

At december 31, 2009, the book value of the investment securi-
ties was R$75.5 billion (representing 23.9% of our total assets). 
Brazilian government securities totaled R$54.6 billion, or 72.2%, 
of our investment securities at december 31, 2009. for a discus-
sion of how the investment securities are valuated, see notes 6 
and 7 to the financial statements. 

the following tables analyze the maturities and weighted average 
yields of our debt investment securities (before impairment allo-
wances) at december 31, 2009. yields on tax-exempt obligations 
have not been calculated on a tax-equivalent basis because we 
do not believe the effect of such a calculation would be material. 
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IFRS – At December 31, 
( in millions of Brazilian Reais) 

2009 2008 2007

commercial, financial and industrial(1) 69,301 76,407 32,879

Real estate-construction(2) 3,828 2,469 301

Real estate-mortgage(3) 5,226 4,472 1,692

Installment loans to individuals(4) 47,037 46,857 16,178

lease financing(5) 13,002 12,444 402

Total loans and leases, gross(6) 138,394 142,649 51,452

Allowance for possible loan losses (10,070) (8,181) (2,249)

Loans and leases, net of allowances 128,324 134,468 49,203

1  Includes primarily loans to small and medium-sized businesses, or sMes, in our commercial Banking segment, and to global Banking & Markets, or gB&M, corporate and business enterprise cus-
tomers in our Wholesale global Banking segment. the principal products offered to sMes in this category include revolving loans, overdraft facilities, installment loans, working capital and equip-
ment finance loans. credit approval for sMes is based on customer income, business activity, collateral coverage and internal and external credit scoring tools. collateral on commercial, financial 
and industrial lending to sMes generally includes receivables, liens, pledges, guarantees and mortgages, with coverage generally ranging from 100% to 150% of the loan value depending on 
the risk profile of the loan. our Wholesale global Banking customers are offered a range of loan products ranging from typical corporate banking products (installment loans, working capital and 
equipment finance loans) to more sophisticated products (derivative and capital markets transactions). As Wholesale global Banking customers tend to be larger businesses, credit approval is 
based on customer credit quality as evaluated by a specialized team of risk analysts taking account of, among other things, business revenues and credit history of each customer. underwriting 
policies for this category of loans to our Wholesale global Banking customers are focused on the type of guarantee or collateral provided. certain loans (Bndes products) are generally secured 
by liens on financed machinery and equipment, though guarantees may also be provided as additional security. 

2  Includes construction loans made principally to real estate developers that are sMes and corporate customers in our Wholesale global Banking segment. credit approval is carried out by a 
specialized team of risk analysts which follows a specific set of underwriting standards and analysis of each customer based on, among other things, business revenues and credit history. loans 
in this category are generally secured by mortgages and receivables, though guarantees may also be provided as additional security. 

3  Includes loans on residential real estate to individuals. credit approval policies in this category are determined by reference to the type of lending product being offered, the type and location of 
the real estate, the revenue or income of the business or customer, respectively, requesting the loan and internal and external credit scoring information. All loans granted under this category are 
secured by the financed real estate. loan to value ratios for loans in this category are generally limited to 80% and the average loan to value ratio for new loans is approximately between 50% 
and 60%. 

4  consists primarily of unsecured personal installment loans (including loans, the payments for which are automatically deducted from a customer’s payroll), revolving loans, overdraft facilities, 
consumer finance facilities and credit cards. credit approval in this category is based on individual income, debt to income ratio and internal and external credit scoring models. credit approval 
for many of these types of loans is based on automatic scoring models, with pre-set lending limits based on credit scores. for example, the maximum lending amount on revolving loans and 
overdraft facilities may vary from between 50% and 250% of an individual’s monthly income, depending on the specific product and credit score of the individual. 

5  Includes primarily automobile leases and loans to individuals. credit approval is based both on an automatic scoring model using external credit scores and on evaluation by our branch 
personnel following our risk management policies. the vehicle financed acts as collateral for the particular loan granted. 

6  Includes the debit balances (financial assets) of all the credit and loans granted by the Bank, including money market operations through central counterparties, except for credit of any nature in 
the name of credit institutions or those represented by securities.

Brazilian GAAP – At December 31, 
( in millions of Brazilian Reais)

2006 2005

commercial, financial and industrial 23,571 18,186

Real estate 1,232 1,009

Installment loans to individuals 12,303 9,297

lease financing 403 490

Total loans and leases, gross(1) 37,509 28,982

Allowance for possible loan losses (1,622) (1,197)

Loans and leases, net of allowances 35,887 27,785

1  Includes all loans granted by the Bank, considered as credit portfolio under central Bank Resolution no. 2,682. certain assets accounted for as loans 
under IfRs are not so accounted under Brazilian gAAP. 

Types of Loans by Type of Customer 

substantially all of our loans are to borrowers domiciled in Brazil 
and are denominated in reais. the following tables analyze our 
loans and advances to customers (including securities purchased 
under agreements to resell), by type of customer loan, at each 
of the dates indicated. for each category of loan, we maintain 
specific risk management policies in line with the standards of the 
santander group and as managed and monitored by our board of 
directors through the risk committee. our credit approval proces-

ses for each category of loan are structured primarily around our 
business segments. see “Management’s discussion and Analysis 
of financial condition and Results of operations—Risk Mana-
gement” for details on our credit approval policies for retail and 
wholesale lending. 

We have a diversified loan portfolio with no specific concentration 
exceeding 10% of total loans. 
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Fixed and variable rate loans having  
a maturity of more than one year 

( in millions of Brazilian Reais) 

2005

fixed rate 45,080

variable rate 19,826

Total 64,906

Maturity 

the following tables set forth an analysis by maturity of our loans 
and advances to customers by type of loan at december 31, 2009. 

Fixed and Variable Rate Loans 

the following table sets forth a breakdown of our fixed and variable rate loans having a maturity of more than one year at december 31, 2009. 

IFRS Maturity – At December 31, 
( in millions of Brazilian Reais, except percentages) 

Less than one year One to five years Over five years Total

Balance
% of
Total Balance

% of
Total Balance

% of
Total Balance

% of
Total

commercial, financial  
and industrial 41,298 56.2% 26,125 43.9% 1,879 35.1% 69,302 50.1%

Real estate 2,706 3.7% 3,496 5.9% 2,852 53.2% 9,054 6.5%

Installment loans to 
individuals 23,718 32.3% 22,698 38.1% 621 11.6% 47,037 34.0%

lease financing 5,766 7.8% 7,231 12.1% 4 0.1% 13,001 9.4%

Total loans  
and leases, gross 73,488 100.0% 59,550 100.0% 5,356 100.0% 138,394 100.0%

Cross-Border Outstandings 

the following table sets forth, at the dates indicated, the aggregate amount of our cross-border outstandings (which consist of loans, 
interest-bearing deposits with other banks, acceptances and other monetary assets denominated in a currency other than the home-
country currency of the office where the item is booked) where outstandings in the borrower’s country exceeded 0.75% of our total 
assets. cross-border outstandings do not include local currency loans made by subsidiary banks in other countries to the extent that such 
loans are funded in the local currency or hedged. As a result, they do not include the majority of the loans by our cayman branch, which 
are fully hedged. 

IFRS – At December 31, 
( in millions of Brazilian Reais, except percentages) 

2009 2008 2007

Balance
% of Total 

Assets Balance
% of Total 

Assets Balance
% of Total 

Assets

OECD countries(1):

Austria 571 0,2% 4,937 1,7% - 0.0%

spain 1,289 0.4% 3,734 1.3% 1,630 1.5%

united states 2,383 0.8% 1,288 0.4% 273 0.3%

other oecd countries(2) 673 0.2% 1,495 0.5% 577 0.5%

Total OECD 4,916 1.6% 11,454 3.9% 2,480 2.3%

Non-OECD countries:

latin American countries(2) 79 0.0% 147 0.1% 264 0.2%

Ilhas cayman 3,615 1.1% - 0.0% - 0.0%

other(2) 258 0.1% 2,182 0.7% 388 0.4%

Total non OCDE 3,952 1.2% 2,329 0.8% 652 0.6%

Total 8,868 2.8% 13,783 4,7% 3,132 2.9%

1 the organization for economic cooperation and development.
2 Aggregate outstandings in any single country in this category do not exceed 0.75% of our total assets.
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the following table sets forth the amounts of our cross-border 
outstandings at december 31, 2009, 2008 and 2007 by type of 
borrower where outstandings in the borrower’s country exceeded 
0.75% of total assets. 

Movements in Allowances for Credit Losses 

the following tables analyze movements in our allowances 
for credit losses for the periods indicated. for further discus-
sion of movements in the allowances for credit losses, see 
“Management’s discussion and Analysis of financial condi-
tion and Results of operations – Results of operations for the 
year ended december 31, 2009 compared to the year ended 

IFRS – ( in millions of Brazilian Reais)

Government
Banks and Others

Financial Institutions
Commercial  

and Industrial Others Total

2007

spain - 1,625 5 - 1,630

Total - 1,625 5 - 1,630

2008

Austria 401 - 4,536 - 4,937

spain - 3,730 4 - 3,734

Total 401 3,730 4,540 - 8,671

2009

united states - 2,239 - 144 2,383

Ilhas cayman 496 - 3,075 44 3,615

Total 496 2.239 3.075 188 5.998

december 31, 2008 – Impairment losses on financial Assets 
(net)” and “Management’s discussion and Analysis of financial 
condition and Results of operations – Results of operations for 
the year ended december 31, 2008 compared to the year ended 
december 31, 2007 — Impairment losses on financial Assets 
(net)”.

IFRS – For the years ended December 31,
( in millions of Brazilian Reais)

2009 2008 2007

Balance beginning of period 8,181 2,249 2,170

Acquired companies - 4,717 -

net additions 10,520 4,534 2,474

charge offs (8,631) (3,319) (2,395)

Balance end of period 10,070 8,181 2,249

Brazilian GAAP – Year Ended December 31,
( in millions of Brazilian Reais)

2006 2005

Balance beginning of period 1,197 916

net additions 1,522 817

charge offs (1,097) (539)

others - 3

Balance end of period 1,622 1,197
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the tables below show a breakdown of recoveries, net provi-
sions and charge-offs against credit loss allowance by type and 
domicile of borrower for the periods indicated. 

IFRS – For the years ended December 31,
( in millions of Brazilian Reais)

2009 2008 2007

Recoveries of loans previously charged off(1) 537 430 294

commercial, financial and industrial 42 144 101

Real estate – mortgage 58 29 11

Installment loans to individuals 420 246 163

lease finance 17 11 19

Acquired companies - 4,717 -

commercial, financial and industrial - 1,988 -

Real estate – mortgage - 48 -

Installment loans to individuals - 2,610 -

lease finance - 71 -

Net provisions for credit losses(1) 10,521 4,533 2,474

commercial, financial and industrial 3,072 1,452 261

Real estate – mortgage 28 26 6

Installment loans to individuals 7,198 2,951 2,180

lease finance 223 104 27

Charge-offs against credit loss allowance (8,631) (3,319) (2,395)

commercial, financial and industrial (3,073) (739) (310)

Real estate – mortgage (31) (13) (7)

Installment loans to individuals (5,377) (2,513) (2,028)

lease finance (150) (54) (50)

1 Impairment losses on financial assets, net, as reported in our consolidated financial statements, reflect net provisions for credit losses less recoveries of loans previously charged off. 
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Brazilian GAAP
As of December 31,

( in millions of Brazilian Reais)

2006 2005

Recoveries of loans previously charged off 355 210

commercial, financial and industrial 147 74

Real estate – mortgage 15 9

Installment loans to individuals 175 111

lease finance 18 16

Acquired companies - -

commercial, financial and industrial - -

Real estate – mortgage - -

Installment loans to individuals - -

lease finance - -

Net provisions for credit losses 1,522 817

commercial, financial and industrial 376 162

Real estate – mortgage 13 (5)

Installment loans to individuals 1,087 635

lease finance 46 25

Charge-offs against credit loss allowance (1,098) (538)

commercial, financial and industrial (227) (145)

Real estate – mortgage (13) (7)

Installment loans to individuals (833) (362)

lease finance (25) (24)

the tables below show a breakdown of allowances for credit 
losses by type of borrowers and the percentage of loans in each 
category as a share of total loans at the date indicated. 

IFRS – At December 31, 
( in millions of Brazilian Reais, except percentages) 

2009
% of  

total loans 2008
% of  

total loans 2007
% of  

total loans

Borrowers

commercial and industrial 3,386 52.8% 3,387 55.3% 686 64.5%

Mortgage loans 90 3.8% 94 3.1% 33 3.3%

Installment loans to individuals 6,336 34.0% 4,515 32.8% 1,467 31.4%

lease financing 258 9.4% 185 8.7% 63 0.8%

Total 10,070 100.0% 8,181 100.0% 2,249 100.0%

Brazilian GAAP – Year Ended December 31,
( in millions of Brazilian Reais, except percentages)

2006
% of  

total loans 2005
% of  

total loans

Borrowers

commercial and industrial 432 62.9% 282 62.8%

Mortgage loans 20 3.3% 20 3.5%

Installment loans to individuals 1,102 32.8% 848 32.0%

lease financing 68 1.0% 47 1.7%

Total 1,622 100.0% 1,197 100.0%
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Impaired Assets 

the following tables show our impaired assets, excluding country-
risk. 

Evolution of Impaired Assets 

the following tables show the movement in our impaired assets 
(excluding country risk). 

1 Includes at december 31, 2009, R$484 million of doubtful loans (2008 -R$1,260 million and 2007 R$66 million) of doubtful loans that were not past-due and therefore were accounted for on 
an accrual basis. In the period ended december 31, 2009, the amount of interest owed on non-accruing assets that would have been recorded had such assets accrued interest from January 1, 
2009 would have been R$982 million. In 2008, the amount of interest on non-accruing assets that would have been recorded had such assets accrued interest from January 1, 2008 would have 
been R$658 million. no loan that was more than 60 days past due was accounted for on an accrual basis. 

IFRS – At December 31, 
( in millions of Brazilian Reais, except percentages)

2009 2008 2007

Non-performing assets

Past-due and other non-performing assets(1) 9,899 7,730 2,093

non-performing loans as a percentage of total loans 7.2% 5.4% 4.1%

net loan charge-offs as a percentage of total loans 6.2% 2.3% 4.7%

IFRS – At December 31, 
( in millions of Brazilian Reais)

2009 2008 2007

Opening balance 7,730 2,093 2,010

net additions 10,800 5,035 2,478

Writeoffs (8,631) (3,319) (2,395)

Increase in scope of consolidation - 3,921 -

Closing balance 9,899 7,730 2,093

Brazilian GAAP – At December 31, 
( in millions of Brazilian Reais, except percentages)

2006 2005

Non-performing assets

Past-due and other non-performing assets 1,796 1,225

non-performing loans as a percentage of total loans 4.8% 4.2%

net loan charge-offs as a percentage of total loans 2.9% 1.9%

Brazilian GAAP – At December 31, 
( in millions of Brazilian Reais)

2006 2005

opening balance 1,225 951

net additions 1,668 813

Writeoffs (1,097) (539)

Closing balance 1,796 1,225
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the international financial turmoil, initiated in the second half 
of 2008, negatively impacted the steady growing of credit risk 
portfolio observed over the last years in the Brazilian finan-
cial market. the economic effects such as demand restrictions, 
decrease on industrial production, unemployment growth and 
consumption downturn, brought severe restrictions to credit offer 
and quality deterioration of the existing credit portfolio. 

from a portfolio perspective, all the credit admission policies were 
reviewed in order to become more restricted, whilst allowing the 
choice of clients with profiles closer to the corporate credit risk 
policy. 

starting in the last quarter of 2008, we have aligned our risk 
policies with those from Banco Real, which impacted the evolu-
tion of net provision for credit losses expenses on that period and 
on the first quarter of 2009. 

Impaired Asset Ratios 

the following tables show the ratio of our impaired assets to 
total computable credit risk and our coverage ratio at the dates 
indicated.

non-performing assets increased R$2.2 billion, or 28%, in the 
year ended in december 31, 2009, compared to the year ended 
on december 31, 2008. the main increase occurred on individuals 
portfolio, with figures of R$807 million, or 37%, of increase. 

otherwise, at the end of the fourth quarter of 2009 non-perfor-
ming assets and default rates decreased when compared to the 
end of the third quarter of 2009, showing signs of enhancements 
of our credit portfolio, disregarding the sazonality low default 
rates, usual on this period. the following table sets forth our non-
performing assets by type of loan for each of the dates indicated. 

IFRS – At December 31, 
(in millions of Brazilian Reais)

2009 2008 2007

Impaired assets

commercial, financial and industrial 3,618 2,730 502

Real estate – mortgage 109 74 23

Installment loans to individuals 5,335 4,528 1,558

lease financing 837 398 10

Total 9,899 7,730 2,093

IFRS – At December 31, 
(in millions of Brazilian Reais, except percentages)

2009 2008 2007

computable credit risk(1) 159,362 164,695 64,558

non-performing assets 9,899 7,730 2,093

Allowances for credit losses 10,070 8,181 2,249

Ratios

non-performing assets to computable credit risk 6.2% 4.7% 3.2%

coverage ratio(2) 101.7% 105.8% 107.5%

1 computable credit risk is the sum of the face amounts of loans and leases (including non-performing assets but excluding country risk loans), guarantees and documentary credits. 
2 Allowances for non-performing assets as a percentage of non-performing assets. 
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1 computable credit risk is the sum of the face amounts of loans and leases (including non-performing assets but 
excluding country risk loans), guarantees and documentary credits. 
2 Allowances for non-performing assets as a percentage of non-performing assets. 

Brazilian GAAP – At December 31, 
(in millions of Brazilian Reais, except percentages)

2006 2005

computable credit risk(1) 37,509 28,982

non-performing assets 1,796 1,225

Allowances for credit losses 1,622 1,197

Ratios

non-performing assets to computable credit risk 4.8% 4.2%

coverage ratio(2) 90.3% 97.7%

Foreclosed Assets 

the following tables show the movements in our foreclosed 
assets at the dates indicated. 

IFRS – At December 31, 
(in millions of Brazilian Reais, except percentages)

2009 2008 2007

Opening balance 291 193 207

foreclosures 229 167 73

sales (183) (166) (87)

Acquired companies 19 97 -

Gross foreclosed assets 356 291 193

Allowances established (184) (178) (161)

Allowance as a percentage of foreclosed assets 51.7% 61.2% 83.4%

Closing balance (net) 172 113 32

(1) computable credit risk is the sum of the face amounts of loans and leases (including non-performing
assets but excluding country risk loans), guarantees and documentary credits.
(2) Allowances for non-performing assets as a percentage of non-performing assets.
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IFRS – At December 31, 
(in millions of Brazilian Reais)

2009 2008 2007

Deposits from central banks and credit institutions

time deposits 20,838 26,721 11,949

other demand accounts 195 66 61

Repurchase agreements 164 31 6,834

Total 21,197 26,818 18,844

Customer deposits

current accounts 15,140 15,298 6,614

savings accounts 25,216 20,643 6,288

time deposits 74,634 88,879 26,028

Repurchase agreements 34,450 30,675 16,281

Total 149,440 155,495 55,211

Total deposits 170,637 182,313 74,055

IFRS – At December 31, 
(in millions of Brazilian Reais)

Domestic International

under 3 months 7,876 2,435

3 to 6 months 7,011 -

6 to 12 months 10,359 -

over 12 months 20,013 2

Total 45,259 2,437

the following tables show the maturity of time deposits (excluding inter-bank deposits) in denominations of $100,000 or more at the 
dates indicated. large denomination customer deposits may be a less stable source of funds than demand and savings deposits.

Short-Term Borrowings

the following tables show our short-term borrowings consisting of Brazilian government securities that we sold under agreements to 
repurchase for purpose of funding our operations. 

As of December 31, 
(in millions of Brazilian Reais, except percentages)

2009 2008 2007

Amount
Average 

Rate Amount
Average 

Rate Amount
Average 

Rate

Securities sold under agreements  
to repurchase (principally Brazilian 
government securities)

At december, 31 34,614 9.9% 30,706 13.6% 23,115 11.2%

Average during the period 32,493 11.5% 19,639 12.0% 21,567 11.0%

Maximum month-end balance 37,214 31,058 25,748

Total short-term borrowings at year end 34,614 30,706 23,115

liabilities 
Deposits 

the principal components of our deposits are customer demand, time and notice deposits, and international and domestic interbank 
deposits. our retail customers are the principal source of our demand, time and notice deposits. 

the following tables analyze our deposits at the dates indicated. 
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ASSETS Note 2009 2008

cAsh And BAlAnces WIth the BRAzIlIAn centRAl BAnK 4 27,269,012 23,700,500

fInAncIAl Assets held foR tRAdIng 20,115,652 19,986,000

loans and advances to credit institutions 5 67,170 -

debt instruments 6 12,554,035 10,011,999

equity instruments 7 2,544,441 678,993

trading derivatives 8 & 41-a 4,950,006 9,295,008

otheR fInAncIAl Assets At fAIR vAlue thRough PRofIt oR loss 16,294,460 5,574,961

loans and advances to credit institutions 5 1,907,265 4,046,898

loans and advances to customers 9 389,113 1,434,789

debt instruments 6 210,973 93,274

equity instruments 7 13,787,109 -

AvAIlABle-foR-sAle fInAncIAl Assets 46,406,120 30,735,681

debt instruments 6 44,745,924 29,491,191

equity instruments 7 1,660,196 1,244,490

loAns And ReceIvABles 152,162,954 162,725,106

loans and advances to credit institutions 5 24,228,143 29,691,635

loans and advances to customers 9 127,934,811 133,033,471

hedgIng deRIvAtIves 41-a 163,425 106,321

non-cuRRent Assets held foR sAle 10 171,464 112,824

InvestMents In AssocIAtes 11 419,122 633,595

tAngIBle Assets 12 3,701,769 3,829,074

IntAngIBle Assets 31,617,939 30,995,287

goodwill 13 28,312,236 27,488,426

other intangible assets 14 3,305,703 3,506,861

tAX Assets 15,779,222 12,919,894

current 2,162,063 1,150,737

deferred 23 13,617,159 11,769,157

otheR Assets 15 1,871,437 2,870,604

TOTAL ASSETS 315,972,576 294,189,847

the accompanying notes and Appendix I are an integral part of these consolidated financial statements. 

BANCO SANTANDER (BRASIL) S.A.
consolIdAted BAlAnce sheets At deceMBeR 31, 2009 And 2008 
(thousands of Brazilian Reais) 
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LIABILITIES AND EQUITY Note 2009 2008

fInAncIAl lIABIlItIes held foR tRAdIng 4,434,734 11,209,600

trading derivatives 8 & 41-a 4,401,709 11,197,268

short positions 8 33,025 1 2,332

otheR fInAncIAl lIABIlItIes At fAIR vAlue thRough PRofIt oR loss 1,795 307,376

deposits from credit institutions 16 1,795 307,376

fInAncIAl lIABIlItIes At AMoRtIsed cost 203,567,734 213,973,314

deposits from the Brazilian central bank 16 240,113 184,583

deposits from credit institutions 16 20,955,846 26,325,636

customer deposits 17 149,440,156 155,494,839

Marketable debt securities 18 11,439,010 12,085,655

subordinated liabilities 19 11,304,445 9,197,429

other financial liabilities 20 10,188,164 10,685,172

hedgIng deRIvAtIves 41-a 9,806 264,771

lIABIlItIes foR InsuRAnce contRActs 2-z 15,527,197 -

PRovIsIons 9,480,262 8,915,245

Provisions for pensions funds and similar obligations 21 1,096,799 1,078,916

Provisions for contingent liabilities, commitments and other provisions 21 8,383,463 7,836,329

tAX lIABIlItIes 9,456,537 6,156,101

current 5,588,680 3,025,207

deferred 23 3,867,857 3,130,894

otheR lIABIlItIes 22 4,227,768 3,526,962

totAl lIABIlItIes 246,705,833 244,353,369

eQuIty 
shAReholdeRs’ eQuIty 26 68,706,363 49,317,582

Issued capital 62,612,455 47,152,201

Reserves 2,161,302 1,240,031

Profit for the year attributable to the Parent 5,507,606 2,378,395

less: dividends and remuneration (1,575,000) ( 1,453,045)

vAluAtIon AdJustMents 559,042 513,617

Available-for-sale financial assets 25 791,966 795,412

cash flow hedges 25 (232,924) (281,795)

MInoRIty InteRests 24 1,338 5,279

TOTAL EQUITY 69,266,743 49,836,478

TOTAL LIABILITIES AND EQUITY 315,972,576 294,189,847

the accompanying notes and Appendix I are an integral part of these consolidated financial statements. 

BANCO SANTANDER (BRASIL) S.A.
consolIdAted BAlAnce sheets At deceMBeR 31, 2009 And 2008 
(thousands of Brazilian Reais) 
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Note 2009 2008 2008

Interest and similar income 29 39,342,956 23,767,814 13,197,368

Interest expense and similar charges 30 (17,175,865) (12,329,845) (7,002,082)

INTEREST INCOME / (net) 22,167,091 11,437,969 6,195,286

Income from equity instruments 31 29,903 36,972 36,387

Income from companies accounted for by the equity method 11 295,414 112,330 5,884

fee and commission income 32 7,148,164 4,809,014 3,363,518

fee and commission expense 33 (910,402) (555,311) (265,546)

gains/losses on financial assets and liabilities (net) 34 2,716,323 (1,286,113) 1,516,664

held for trading 2,032,272 (1,214,846) 254,128

other financial instruments at fair value through profit or loss (10,132) 39,956 24,873

financial instruments not measured at fair value through profit or loss 755,916 320,307 1,236,856

other (61,733) (431,530) 807

exchange differences (net) 35 (51,191) 1,475,779 381,587

other operating income (expense) 36 (115,624) (59,817) 132,924

TOTAL INCOME 31,279,678 15,970,823 11,366,704

Administrative expenses (10,947,217) (7,184,937) (4,460,217)

Personnel expenses 37 (5,510,972) (3,548,162) (2,384,267)

other general expenses 38 (5,436,245) (3,636,775) (2,075,950)

depreciation and amortization 12 & 14 (1,248,612) (846,005) (579,746)

Provisions (net) 21 (3,480,693) (1,230,317) (1,196,412)

Impairment losses on financial assets (net) (9,966,404) (4,099,284) (2,159,437)

loans and receivables 9 (9,982,881) (4,102,645) (2,179,843)

other financial instruments not measured at fair value through profit or loss 16,477 3,361 20,406

Impairment losses on other assets (net) (900,554) (77,277) (298,082)

other intangible assets 14 (859,216) (52,002) (227,533)

other assets (41,338) (25,275) (70,549)

gains on disposal of assets not classified as non-current assets held for sale 39 3,369,301 6,611 861

gains on non-current assets held for sale  
not classified as discontinued operations 40 31,630 9,219 13,470

OPERATING PROFIT BEFORE TAX 8,137,129 2,548,833 2,687,141

Income taxes 23 (2,629,165) (170,207) (784,142)

CONSOLIDATED PROFIT FOR THE YEAR 5,507,964 2,378,626 1,902,999

Profit attributable to the Parent 5,507,606 2,378,395 1,902,999

Profit attributable to minority interests 24 358 231 -

EARNINGS PER SHARE (Brazilian reais)

Basic and diluted earnings per 1,000 share (reais) 

common shares 15.32 11.59 14.02

Preferred shares 16.85 12.75 15.43

Weighted average shares outstanding (in thousands) – 
Basic and diluted

common shares 183,650,861 104,926,194 69,383,705

Preferred shares 159,856,132 91,168,064 60,285,449

the accompanying notes and Appendix I are an integral part of these consolidated financial statements.

BANCO SANTANDER (BRASIL) S.A.
consolIdAted IncoMe stAteMents foR the yeARs ended deceMBeR 31, 2009, 2008 And 2007 
(thousands of Brazilian Reais, except for per share data) 
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2009 2008 2007

CONSOLIDATED PROFIT FOR THE YEAR 5,507,964 2,378,626 1,902,999

OTHER RECOGNIZED INCOME AND EXPENSE 45,425 (1,023,427) (46,824)

Available-for-sale financial assets 62,088 (1,099,982) (58,787)

Revaluation gains/losses 818,004 (779,675) 1,178,069

Amounts transferred to income statement (755,916) (320,307) (1,236,856)

cash flow hedges 65,017 (447,792) -

Revaluation gains/losses 65,017 (447,792) -

Income taxes (81,680) 524,347 11,963

TOTAL RECOGNIZED INCOME AND EXPENSE 5,553,389 1,355,199 1,856,175

Attributable to the Parent 5,553,031 1,354,968 1,856,175

Attributable to minority interests 358 231 -

TOTAL 5,553,389 1,355,199 1,856,175

BANCO SANTANDER (BRASIL) S.A.
consolIdAted stAteMents of RecognIsed IncoMe And eXPense foR the yeARs ended deceMBeR 31, 2009, 2008 And 2007 
(thousands of Brazilian Reais) 
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2009 2008 2007

1. CASH FLOWS FROM OPERATING ACTIVITIES

consolidated profit for the year 5,507,964 2,378,626 1,902,999

Adjustments to profit 10,885,192 5,108,513 4,211,636

depreciation of tangible assets 447,138 301,731 237,695

Amortization of intangible assets 801,474 544,274 342,051

Impairment losses on other assets (net) 859,216 52,002 227,533

Provisions (net) 13,463,574 5,332,962 3,376,255

gains (net) on disposal of tangible assets and investments (3,369,301) (6,611) (861)

share of results of entities accounted for using the equity method (295,414) (112,330) (5,884)

changes in deferred tax assets and liabilities (1,021,495) (1,003,515) 34,847

Net (increase) decrease in operating assets: (11,825,066) (38,972,480) 3,472,971

Brazilian central bank compulsory deposits (1,588,979) (958,826) (1,257,825)

financial assets held for trading 2,129,972 (1,450,457) 10,700,999

other financial assets at fair value through profit or loss 78,642 (3,927,155) (1,647,806)

Available-for-sale financial assets (13,703,838) (3,979,372) 9,527,782

loans and receivables 1,182,820 (27,988,641) (14,078,839)

other assets 76,317 (668,029) 228,660

Net increase (decrease) in operating liabilities: (16,781,599) 18,275,075 5,856,990

financial liabilities held for trading (6,776,832) 5,394,798 2,332,780

other financial liabilities at fair value through profit or loss (305,581) (382,909) 690,285

financial liabilities at amortized cost (9,816,481) 15,048,503 6,760,404

other liabilities 117,295 (1,785,317) (3,926,479)

Total net cash flows from operating activities(1) (12,213,509) (13,210,266) 15,444,596

2. CASH FLOWS FROM INVESTING ACTIVITIES

Investiments (3,282,214) (2,791,665) (1,570,030)

tangible assets (1,815,803) (2,103,308) (326,858)

Intangible assets (1,466,411) (688,357) (1,243,172)

Net cash received on acquisition of subsidiary - 12,147,982 -

Divestments 5,862,334 600,613 59,902

subsidiaries, jointly controlled entities and associates 4,436,325 - -

tangible assets 1,426,009 600,613 59,902

Total net cash flows from investing activities(2) 2,580,120 9,956,930 (1,510,128)

3. CASH FLOWS FROM FINANCING ACTIVITIES

capital increase 12,986,710 800,000 607,043

Acquisition of own shares (1,948) - -

Issuance of subordinated liabilities 1,507,000 651,000 -

Issuance of other long-term liabilities 14,746,518 12,148,373 2,370,030

dividends paid (1,540,914) (1,502,647) (900,010)

Redemption of other long-term liabilities (16,080,145) (8,378,657) (1,918,130)

Increase/decrease in minority interests (4,299) - -

Total net cash flows from financing activities(3) 11,612,922 3,718,069 158,933

NET INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS (1+2+3) 1,979,533 464,733 14,093,401

Cash and cash equivalents at beginning of year 16,750,870 16,286,137 2,192,736

Cash and cash equivalents at end of year 18,730,403 16,750,870 16,286,137

Non-cash transactions:

loans transferred to foreclosed assets (183,195) 166,579 73,348

shares issued in connection with acquisition of Banco ABn AMRo Real s.A. and ABn AMRo 
Brasil dois Participações s.A. - 38,920,753 -

shares issued in conection with acquisition of santander seguros s.A., Banco commercial 
e de Investimento sudameris s.A. and santander Brasil Asset Management distribuidora de 
títulos e valores Mobiliários s.A. 2,471,413 - -

dividends and interest on capital declared but not paid 1,451,529 1,413,748 1,463,350

Supplemental information:

Interest received 37,399,672 22,468,869 12,926,559

Interest paid 16,860,547 11,952,981 7,108,238

taxes paid 1,973,257 918,677 392,791

the accompanying notes and Appendix I are an integral part of these consolidated financial statements. 

BANCO SANTANDER (BRASIL) S.A.
consolIdAted cAsh floW stAteMents foR the yeARs ended deceMBeR 31, 2009, 2008 And 2007 
(thousands of Brazilian Reais) 
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1. Introduction, basis of presentation of the consoli-
dated financial statements and other information 

a) Introduction 

Banco santander (Brasil) s.A. (the “Bank” or “santander” 

or “Banco santander”), indirectly controlled by Banco 

santander, s.A., with headquarters in spain (Banco san-

tander spain), is the lead institution of the financial and 

non-financial brazilian santander group companies with 

the Brazilian central Bank, established as a corporation, 

with main offices at Rua Amador Bueno, 474, santo Amaro, 

s‹o Paulo, and operates as a multiple service bank, con-

ducting operations such as commercial, foreign exchange, 

investment, credit and financing and mortgage loan, leasing 

portfolios and, through related entities, insurance, pension 

plan, capitalization, leasing, asset management, and secu-

rities and insurance brokerage operations. transactions are 

conducted within the context of a conglomerate of financial 

institutions that operate on an integrated basis in the finan-

cial and capital markets. 

on february 2, 2010, it was approved by the Board of 

directors, the change of the head office of Banco santander 

to Avenida Presidente Juscelino Kubitschek, 2041 and 2235 

– Bloco A, vila olimpia, s‹o Paulo. 

As discussed in note 3, Banco ABn AMRo Real s.A. (Banco 

Real) and ABn AMRo Brasil dois Participa ›es s.A. (“AAB 

dois Par”) and their respective subsidiaries were consolida-

ted by the Bank as from August 2008. 

b) global offering of shares 

the Board of directors’ meeting held on september 18, 

2009 approved the implementation of the public offering, 

denominated global offering, which included the issue of 

525,000,000 units (each representing one of 55 common 

shares and 50 preferred shares), all registered shares, 

without par value, free and clear of any liens or encumbran-

ces, consisting of the simultaneous initial public offering 

of, (i) of units in Brazil (Brazilian offering), on the over-

the-counter, in accordance with Brazilian securities and 

exchange commission (cvM) Instruction 400/2003, and (ii) 

units abroad, including in the form of AdRs representing 

Adss registered with the u.s. securities and exchange com-

mission (sec) under the securities Act of 1933 the united 

states of America. 

At the same meeting was approved the listing of Banco 

santander and the trade of the units of common shares and 

preferred shares in BMf&Bovespa stock exchange -securi-

ties, commodities and futures exchanges (BMf&Bovespa 

stock exchange) level 2 corporate governance Practices. 

the global offering was coordinated on a firm guarantee 

of settlement. under the Article 24 of cvM Instruction 

400/2003, the total number of units/Adss initially offered 

in the global offering (excluding the Additional units, as 

defined below) was increased in 6.85 %, i.e., which means 

35,955,648 units, in the form of Adss under the same 

conditions and at the same price of the units/Adss initially 

offered (supplemental units), according to the options 

granted to credit suisse securities (usA) llc, designed to 

meet a possible excess of demand over the global offering 

(supplemental option). 

under the Article 14, paragraph 2 of cvM Instruction 400, 

the total number of units initially offered (not including the 

supplemental units) could have been but were not increased. 

(to a maximum of 4.76%), i.e., up to 25,000,000 units, inclu-

ding the form of Adss under the same conditions and at the 

same price initially offered the units (Additional units). 

the Brazilian offering was directed in the Retail offer, to 

non-Institutional Investors and the Institutional offer to 

Institutional Investors. 

on october 6, 2009, the global offering shares were 

priced at R$23.50 per unit. the units are traded on the 

BM&fBovesPA and the new york stock exchange (nyse) 

as of october 7, 2009. 

the other characteristics and terms set out in the “final 

global offering Prospect for the Initial Public offering of 

certificates of deposit shares (units) Issuance of Banco 

santander (Brasil) s.A.”, dated october 6,2009, and the 

notice to the Market, is available at www.santander.com.br 

and the website of the cvM and its english version of the 

Prospectus on form-f1, available on the sec website. 

on october 29, 2009, due to the completion of the global 

offering and the partial exercise of the supplemental 

option, the Bacen approved the capital increase. 

the results of the global offering was disclosed under the 

closing announcement published in issues of valor econô-

mico on november 10, 2009. 

BANCO SANTANDER (BRASIL) S.A.
notes to the consolIdAted fInAncIAl stAteMents foR the yeAR ended deceMBeR 31, 2009 And 2008 
Amounts in thousands of Brazilian Reais -R$, unless otherwise stated) 
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c) Basis of presentation of the consolidated  
financial statements 

the consolidated financial statements have been prepared 

in accordance with International financial Reporting 

standards (‘IfRs’) as issued by the International Accounting 

standards Board (“IAsB”), and interpretations issued by the 

International financial Reporting Interpretations committee 

(“IfRIc”). 

the consolidated financial statements for the year ended 

december 31, 2008 and 2007 were the first to be prepared 

in accordance with IfRs, with a date of first implementation 

of January 1, 2007 (opening balance sheet). the statutory 

financial statements have been prepared locally in Brazil 

in accordance with accounting practices established by 

Brazilian corporate law and standards established by the 

national Monetary council (cMn), the Brazilian central 

Bank (BAcen) and the Brazilian securities commission 

(cvM), the national council of Private Insurance (cnsP) 

and the superintendency of Private Insurance (suseP). 

hereafter it shall be referred to as “Brazilian gAAP”. 

the note 45 to the consolidated financial statements 

contains the reconciliation of the shareholders’ equity and 

the results for the year ended december 31, 2007, and 

in accordance to the cvM regulation, the years ended 

december 31, 2009 and 2008. 

the notes to the consolidated financial statements contain 

supplementary information to that presented in the con-

solidated balance sheet, consolidated income statement, 

consolidated statement of recognize income and expense, 

consolidated statement of changes in total equity and 

consolidated cash flow statement. the notes provide, in a 

clear, relevant, reliable and comparable manner, narrative 

descriptions and breakdowns of these financial statements. 

All accounting policies and measurement bases with a 

material effect on the consolidated financial statements 

were applied in their preparation. there were no changes in 

accounting policies and estimates during the year ended on 

december 31, 2009. 

the financial statements for the year ended on december 

31, 2009 was approved by the Board of directors at the 

meeting held on March 25, 2010. 

Adoption of new standards and interpretations 

All standards and interpretations which came into force 

were adopted by the Bank in 2009. following are the stan-

dards and interpretations aplicable to the Bank: 

-Revision of IAs 1: Presentation of financial statements: 

introduces certain changes in the presentation of financial 

statements, including changes to the titles of individual 

financial statements, since balance sheet could be also 

referred to as a statement of financial position. the sta-

tement of changes in equity will only include changes in 

equity arising from transactions with owners acting in their 

capacity as owners. As regards “non-owner” changes (e.g. 

transactions with third parties or income and expenses 

recognized directly in equity), entities are no longer per-

mitted to present items of other comprehensive income 

separately in the statements of changes in equity. such 

non-owner movements must be presented in a statement of 

comprehensive income and the total carried to the state-

ment of changes in equity. All items of income and expense 

(including those recognized outside of profit or loss) must 

be presented either in a single statement of comprehensive 

income with subtotals or in two separate statements (a 

separate income statement and a statement of comprehen-

sive income). IAs 1 also introduces new reporting requi-

rements when the entity applies a change in accounting 

policy retrospectively, makes a restatement or reclassifies 

items in previously issued statements. 

Paragraph 10 of the revised IAs 1 provides the possibility 

of changing the names of the financial statements. the new 

terminology which could be used to refer to the financial 

statements is as follows: 

  the balance sheet becomes the statement of financial 

position. 

  the statement of recognised income and expense 

becomes the statement of comprehensive income. 

  the statement of cash flows does not undergo any termi-

nology changes. 

In preparing these financial statements the Bank has 

retained the names of the financial statements used in the 

consolidated financial statements for 2008. 
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-Amendments to IfRs 1 and IAs 27: cost of an Investment 

in a subsidiary, Jointly controlled entity or Associate: this 

amendment refers to separate financial statements and, 

therefore, is not applicable to consolidated financial state-

ments. 

-Amendment to IfRs 7 financial Instruments: the objective 

of this amendment is basically to increase disclosure requi-

rements. It increases the requirements for disclosure of fair 

value measurement and liquidity risk. 

-Amendment to IAs 39 and IfRIc 9 clarifying the treatment 

of embedded derivatives for companies which have made 

use of the Amendment to IAs 39 on reclassifications, issued 

by the IAsB. this amendment clarifies that in a reclassifica-

tion of an asset in the “financial assets at fair value through 

profit or loss” category all the embedded derivatives must 

be measured and, where necessary, accounted for separate-

ly in the financial statements. 

-IfRIc 13 customer loyalty Programmes: this interpretation 

addresses the accounting by entities that provide their 

customers with incentives to buy goods or services by pro-

viding awards as part of a sales transaction, such as credit 

card reward schemes. 

-Amendments to IAs 39, eligible hedged Items: this amen-

dment establishes that inflation may only be designated 

as a hedged item if it is a contractually specified portion of 

the cash flows to be hedged. only the intrinsic value and 

not the time value of a purchased option may be used as a 

hedge instrument. 

-IfRIc 16 hedges of a net Investment in a foreign opera-

tion: this interpretation clarifies the following matters: (i) 

the exposure to foreign exchange differences between the 

functional currency of the foreign operation and the pre-

sentation currency of the parent cannot be designated as a 

hedged risk, and only the foreign currency exposure arising 

between the functional currency of the parent and that of 

its foreign operation qualifies for hedge accounting; (ii) the 

hedging instrument used to hedge the net investment may 

be held by any entity within the Bank, not necessarily by the 

parent of the foreign operation; and, (iii) it addresses how 

an entity should determine the amounts to be reclassified 

from equity to profit or loss for both the hedging instrument 

and the hedged item on disposal of the foreign operation. 

-IfRs 2 share-based payment: vesting conditions and 

cancellations the IAsB published an amendment to IfRs 

2, ‘share-based payment’, in January 2008. the changes 

pertain mainly to the definition of vesting conditions and 

the regulations for the cancellation of a plan by a party 

other than the company. 

Improvements to IfRs’ were issued in May 2008. they 

contain numerous amendments to IfRs that the IAsB 

considers non-urgent but necessary. ‘Improvements to IfRs’ 

comprise amendments that result in accounting changes for 

presentation, recognition or measurement purposes, as well 

as terminology or editorial amendments related to a variety 

of individual IfRs standards. Most of the amendments are 

effective for annual periods beginning on or after January 

1, 2009 , with earlier application permitted. the adoption 

of the above-mentioned standards and interpretations did 

have not a material effect on the consolidated financial 

statements taken as a whole. 

Standards and interpretations effective subse-
quent to December 31, 2009 

the Bank has not yet adopted the following new or revised 

IfRs or Interpretations, which have been issued but their 

effective date is subsequent to the date of these financial 

statements: 

-IfRs 9 – financial Instruments: Recognition and Measu-

rement – the main changes of IfRs 9 compared to IAs 

39 are: (i) all financial assets are initially measured at fair 

value and, in the case of a financial asset not at fair value 

through profit or loss, plus transactions costs. (ii) new 

requirements for classifying and measuring financial assets. 

the standard divides all financial assets that are currently 

in the scope of IAs 39 in two classifications: amortised cost 

and fair value (iii) the IAs 39’s available for sale and held 

to maturity categories were eliminate. (iv) the embedded 

derivatives concept of IAs 39 is not included in IfRs 9. 
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-Amendments to IfRs 2 : the amendment of IfRs 2 provide 

additional guidance on the accounting for share-based 

payment transactions among group entities (incorporating 

guidance previously contained in IfRIc 11). 

-Revision of IfRs 3 Business combinations and Amendment 

to IAs 27 consolidated and separate financial statements: 

introduce significant changes in several matters relating 

to accounting for business combinations, and only applied 

prospectively. these changes include the following: acqui-

sition costs must be expensed, rather than recognized as 

an increase in the cost of the business combination; in step 

acquisitions the acquirer must remeasure at fair value the 

investment held prior to the date that control is obtained; 

and there is an option to measure at fair value the minority 

interests of the acquiree, as opposed to the single current 

treatment of measuring them as the proportionate share of 

the fair value of the net assets acquired. 

-Revision to IAs 32: classification of Rights Issues: otherwi-

se meeting the definition of equity instruments in IAs 

32.11 – issued to acquire a fixed number of an entity’s own 

non-derivative equity instruments for a fixed amount in any 

currency are classified as equity instruments, provided the 

offer is made pro-rata to all existing owners of the same 

class of the entity’s own non-derivative equity instruments. 

-IAs 38 Intangible Assets: Amendments to clarify the des-

cription of valuation techniques commonly used by entities 

when measuring the fair value of intangible assets acquired 

in a business combination that are not traded in active 

markets. 

-IfRIc 19 extinguishing financial liabilities with equity 

Instruments. 

-IfRIc 14 the limit on a defined Benefit Asset, Minimum 

funding Requirements and their Interaction-this IfRIc has 

been amended to remedy an unintended consequence 

of IfRIc 14 where entities are in some circumstances not 

permitted to recognise prepayments of minimum funding 

contributions, as an asset. entities shall apply this Inter-

pretation prospectively for annual periods beginning on or 

after January 1, 2011. the company’s management esti-

mates that the application of the amendments of IfRIc 14 

will not have a material effect on the company’s financial 

condition or results of operations. 

-IfRIc 17 distributions of non-cash Assets to owners -the 

Interpretation provides guidance on the appropriate ac-

counting treatment when an entity distributes assets other 

than cash as dividends to its shareholders. 

-IfRIc 18 transfers of Assets from customers -the Interpre-

tation addresses the accounting by recipients for transfers of 

property, plant and equipment from ‘customers’ and con-

cludes that when the item of property, plant and equipment 

transferred meets the definition of an asset from the perspec-

tive of the recipient, the recipient should recognise the asset 

at its fair value on the date of the transfer, with the credit 

recognised as revenue in accordance with IAs 18 Revenue. 

Improvements to IfRs ‘Improvements to IfRs’ were issued 

in April 2009. they contain numerous amendments to IfRs 

that the IAsB considers non-urgent but necessary. ‘Improve-

ments to IfRs’ comprise amendments that result in accoun-

ting changes for presentation, recognition or measurement 

purposes, as well as terminology or editorial amendments 

related to a variety of individual IfRs standards. 

Most of the amendments are effective for annual periods 

beginning on or after 1 January 2010, with earlier applica-

tion permitted. no material changes to accounting policies 

are expected as a result of these amendments. 

-Revision of IfRs 5 non current Assets held for sale and 

discontinued operation -Amendment to clarify that IfRs 5 

specifies the disclosures required in respect of noncurrent 

assets (or disposal groups) classified as held for sale or 

discontinued operations. 

-Revision of IfRs 8 operating segments -Amendment to 

clarify that an entity is required to disclose a measure of 

segment assets only if that measure is regularly reported to 

the chief operating decision maker. 
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-Revision of IAs 1 Presentation of financial statements 

-clarification that the potential settlement of a liability by 

the issue of equity is not relevant to its classification as 

current or noncurrent. By amending the definition of current 

liability, the amendment permits a liability to be classified 

as non-current (provided that the entity has an uncondi-

tional right to defer settlement by transfer of cash or other 

assets for at least 12 months after the accounting period) 

notwithstanding the fact that the entity could be required 

by the counterparty to settle in shares at any time. 

-Revision of IAs 7 statement of cash flows - Amendment 

to require that only expenditures that result in a recognised 

asset in the statement of financial position can be classified 

as investing activities.

-Revision of IAs 17 leases -deletion of specific guidance 

regarding classification of leases of land, so as to eliminate 

inconsistency with the general guidance on lease classifica-

tion. As a result, leases of land should be classified as either 

finance or operating using the general principles of IAs 17. 

-Revision of IAs 24 Related Party disclosures – the revision 

of IAs 24 clarifies the definition of related parties. 

-Revision of IAs 36 Impairment of Assets -Amendment 

to clarify that the largest cash-generating unit (or group 

of units) to which goodwill should be allocated for the 

purposes of impairment testing is an operating segment as 

defined by paragraph 5 of IfRs 8 operating segments. 

-Revision of IAs 39 financial Instruments: Recognition and 

Measurement – Amendments to clarify (i) that prepayment 

options, the exercise price of which compensates the lender 

for loss of interest by reducing the economic loss from rein-

vestment risk, should be considered closely related to the 

host debt contract; (ii) it only applies to binding (forward) 

contracts between an acquirer and a vendor in a business 

combination to buy an acquiree at a future date, the term 

of the forward contract should not exceed a reasonable 

period normally necessary to obtain any required approvals 

and to complete the transaction and the exemption should 

not be applied to option contracts (whether or not cur-

rently exercisable) that on exercise will result in control of 

an entity, nor by analogy to investments in associates and 

similar transactions; (iii) when to recognise gains or losses 

on hedging instruments as a reclassification adjustment 

in a cash flow hedge of a forecast transaction that results 

subsequently in the recognition of a financial instrument. 

the amendment clarifies that gains or losses should be re-

classified from equity to profit or loss in the period in which 

the hedged forecast cash flow affects profit or loss; (iv) 

changes in impairment of financial assets as mentioned in 

the exposure draft 2009/12; and (v) changes in the require-

ments of derecognition of financial assets as mentioned in 

the exposure draft 2009/3. 

the Bank does not expect the adoption of the above-

mentioned standards and interpretations to have a material 

effect on the consolidated financial statements taken as a 

whole, except to IfRs 9, which the Bank is analyzing the 

impacts from the adoption of this standard. 

d) estimates made 

the consolidated results and the determination of conso-

lidated equity are influenced by the accounting policies, 

assumptions, estimates and measurement bases used by 

the management of the Bank in preparing the consolida-

ted financial statements. the Bank makes estimates and 

assumptions that affect the reported amounts of assets 

and liabilities within the next financial year. All estimates 

and assumptions required in conformity with IfRs are best 

estimates undertaken in accordance with the applicable 

standard. the main accounting policies and measurement 

bases are set forth in note 2. 

In the consolidated financial statements estimates were 

occasionally made by the senior executives of the Bank and 

of the consolidated entities in order to quantify certain of 

the assets, liabilities, income, expenses and commitments 

reported herein. these estimates, which were made on the 

basis of the best information available, relate basically to 

the following: 
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-fair value measurement of certain financial instruments 

the fair value of a financial instrument is the value at which 

it could be bought or sold in a current transaction between 

knowledgeable, willing parties on an arm’s length basis. If a 

quoted price in an active market is available for an instru-

ment, the fair value is calculated based on that price. 

If there is no market price available for a financial instru-

ment, its fair value is estimated on the basis of the price 

established in recent transactions involving the same or 

similar instruments and, in the absence thereof, on the 

basis of valuation techniques, using valuation techniques 

commonly used by the financial markets as follows: 

  the present value method for valuing financial instruments 

permitting static hedging (principally, forwards and swaps) 

and loans and advances. expected future cash flows are 

discounted using the interest rate curves of the applicable 

currencies. the interest rate curves are observable market 

data. 

  the Black-scholes model for valuing financial instruments 

requiring dynamic hedging (principally structured options 

and other structured instruments). certain observable 

market inputs are used in the Black-scholes model to 

generate variables such as the bid-offer spread, exchange 

rates, volatility, correlation between indexes and market 

liquidity, as appropriate. 

  each of the present value method and Black-scholes 

models is used for valuing financial instruments exposed 

to interest rate risk, such as interest rate futures, caps and 

floors. 

  the Bank uses dynamic models similar to those used in 

the measurement of interest rate risk for measuring credit 

risk of linear instruments (such as bonds and fixed-income 

derivatives. the methodology used for fair value measure-

ments of certain financial instruments is further described 

in note 2.d. 

-the allowance for loan losses 

the Bank cover losses inherent in debt instruments not 

measured at fair value taking into account the historical 

experience of impairment and other circumstances known 

at the time of assessment. for these purposes, inherent 

losses are losses incurred at the reporting date, calculated 

using statistical methods that have not yet been allocated 

to specific transactions. 

the Bank uses the concept of incurred loss to quantify the 

cost of the credit, using statistical models that consider the 

following three factors: “exposure at default”, “probability 

of default” and “loss given default”, as further discussed in 

note 2.g.

-the impairment losses on certain assets other than loans 
(including goodwill and other intangible assets) 

certain assets, including goodwill, other intangible assets 

and equity method investments are subject to impairment 

review. We record impairment charges when we believe 

there is objective evidence of impairment, or that the cost 

of the assets may not be recoverable. Assessment of what 

constitutes impairment is a matter of significant judgment. 

  tangible assets are further discussed in note 2.k, 

  Intangible assets are further discussed in note 2.m 

  other assets are further discussed in note 2.n 

other assets are further discussed in note 2.n 

the assumptions used in the actuarial calculation of the 

post-employment benefit liabilities and commitments and 

other obligations; 

the Bank provides pension plans in the form of both 

defined contribution plans and defined benefit plans, in 

accordance with IAs 19. 
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the actuarial valuation is dependent upon a series of as-

sumptions; the principal ones being: 

  assumed interest rates; 

  mortality tables; 

  annual social security pension revision rate; 

  price inflation; 

  annual salary growth rate, and 

  the method used to calculate vested commitments to 

current employees. 

Post-employment benefits are further discussed in note 2.u. 

-the recognition and measurement of deferred tax items. 

As discussed in note 2.x, deferred tax assets are only 

recognized for temporary differences to the extent that it is 

considered probable that the combined entities will have 

sufficient future taxable profits against which the deferred 

tax assets can be utilized. other deferred tax assets (tax 

loss and tax credit carryforwards) are only recognized if it 

is considered probable that the combined entities will have 

sufficient future taxable profits against which they can 

be utilized. In accordance with the current regulation, the 

expected realization of the Banks’ tax credits, is based on 

the projection of future income and technical studies. 

these estimates are based on current expectations and 

estimates on projections of future events and trends, which 

may affect the consolidated financial statements. the 

principal assumptions that may affect these estimates, in 

addition to those previously mentioned above, relate to the 

following factors: 

  changes in deposit amounts, customer basis and defaults 

by borrowers 

  changes in interest rates 

  changes in inflation rates 

  government regulation and tax matters 

  Adverse legal or regulatory disputes or proceedings 

  credit, market and other risks of lending and investment 

activities 

  changes in market values of Brazilian securities, particu-

larly Brazilian government securities 

  changes in regional, national and international business 

and economic conditions 

e) capital management 

the Bank’s capital management is performed at regulatory 

and economic levels. 

Regulatory capital management is based on the analysis 

of the capital base and the capital ratios using the criteria 

of Brazilian central Bank. the aim is to achieve a capital 

structure that is as efficient as possible in terms of both cost 

and compliance with the requirements of regulators, ratings 

agencies and investors. Active capital management includes 

securitizations, sales of assets, preference and subordinated 

issues of equity instruments and hybrid instruments. 

from an economic standpoint, capital management seeks 

to optimize value creation at the Bank and at its diffe-

rent business segment. to this end, the economic capital, 

RoRAc (return on risk-adjusted capital) and value creation 

data for each business segment are generated, analyzed 

and reported to the management committee on a quarterly 

basis. Within the framework of the internal capital adequacy 

assessment process (Pillar 2 of the Basel capital Accord), 

the group uses an economic capital measurement model 

with the objective of ensuring that there is sufficient capital 

available to support all the risks of its activity in different 

economic scenarios, with the solvency levels agreed upon 

by the group. 
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In order to adequately manage the Bank’s capital, it is es-

sential to estimate and analyze future needs, in anticipation 

of the various phases of the business cycle. Projections of 

regulatory and economic capital are made based in finan-

cial projectinos (balance sheet, income statement, etc.) and 

on macroeconomic scenarios estimated by the economic 

Research service. these estimates are used by the Bank as a 

reference to plan the management actions (issues, securiti-

zations, etc.) required to achieve its capital targets. 

In addition, certain stress scenarios are simulated in order 

to assess the availability of capital in adverse situations. 

these scenarios are based on sharp fluctuations in macroe-

conomic variables, gdP, interest rates, stock market indexes, 

etc. that mirror historical crises that could happen again. 

2. Accounting policies and measurement bases 

the accounting policies and measurement bases applied 

in preparing the consolidated financial statements were as 

follows: 

a) foreign currency transactions 

the individual financial statements of each entity are pre-

sented in the currency of the primary economic environment 

in which the entity operates (its functional currency). for 

the purpose of the consolidated financial statements, the 

results and financial position of each entity are expressed in 

Brazilian Reais, the functional currency of the Bank and the 

presentation currency for the consolidated financial state-

ments. the assets and liabilities that are monetary items are 

converted by exchange rates at the end of the period, the 

non-monetary items are stated at historical cost in foreign 

exchange rates at the date of such transactions and the 

income statement balances is converted by the average 

exchange rates for the period. 

the exchange differences arising on the translation of 

foreign currency balances to the functional currency are 

generally recognized at their net amount under “exchange 

differences” in the consolidated income statement, except 

for exchange differences arising on financial instruments at 

fair value through profit or loss, which are recognized in the 

consolidated income statement without distinguishing them 

from other changes in fair value, and for exchange differen-

ces arising on non-monetary items measured at fair value 

through equity, which are recognized under “valuation 

adjustments -exchange differences”. 

b) Basis of consolidation 

i. subsidiaries 

“subsidiaries” are defined as entities over which the Bank 

has the capacity to exercise control; this capacity is, in 

general but not exclusively, presumed to exist when the 

Parent owns directly or indirectly half or more of the voting 

power of the investee or, even if this percentage is lower , 

when as in the case of agreements with shareholders of the 

investee, the Bank is granted control. control is the power 

to govern the financial and operating policies of an entity, 

as stipulated by the law, the Bylaws or agreement, so as to 

obtain benefits from its activities. 

the financial statements of the subsidiaries are fully consoli-

dated with those of the Bank. Accordingly, all balances and 

transactions between consolidated entities are eliminated 

on consolidation. 

on acquisition of a subsidiary, its assets, liabilities and 

contingent liabilities are recognized at fair value at the date 

of acquisition. Any positive differences between the acqui-

sition cost and the fair values of the identifiable net assets 

acquired are recognized as goodwill (note 13). negative di-

fferences are charged to income on the date of acquisition. 

Additionally, the share of third parties of the Bank’s equity 

is presented under “Minority interests” in the consolidated 

balance sheet (note 24). their share of the profit for the 

year is presented under “Profit attributable to minority 

interests” in the consolidated income statement. changes 

in the Bank’s interest in a subsidiary that do not result in a 
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loss of control are accounted for as equity transactions. the 

carrying amounts of the Bank’s interests and the minority 

interests are adjusted to reflect the changes in their relative 

interests in the subsidiary. 

the results of subsidiaries acquired during the year are 

included in the consolidated income statement from the 

date of acquisition to year-end. similarly, the results of 

subsidiaries disposed of during the year are included in the 

consolidated income statement from the beginning of the 

year to the date of disposal. 

the Appendix I contains significant information on these 

entities. 

ii. Interests in joint ventures (jointly controlled entities) and 
associates 

“Joint ventures” are deemed to be ventures that are not 

subsidiaries but which are jointly controlled by two or more 

unrelated entities. this is evidenced by contractual arrange-

ments whereby two or more entities (“ventures”) acquire 

interests in entities (jointly controlled entities) or undertake 

operations or hold assets so that strategic financial and 

operating decisions affecting the joint venture require the 

unanimous consent of the venturers. 

Associates are entities over which the Bank is in a position 

to exercise significant influence, but not control or joint 

control, usually because it holds 20% or more of the voting 

power of the investee. 

In the consolidated financial statements, interest in joint 

ventures and investments in associates are accounted for 

using the equity method, i.e. at the Bank’s share of net 

assets of the investee, after taking into account the dividen-

ds received there from and other equity eliminations. In the 

case of transactions with an associate, the related profits or 

losses are eliminated to the extent of the Bank’s investment 

in the associate. 

iii. special purpose entities 

When the Bank incorporates special purpose entities, or 

holds ownership interests therein, to enable its customers 

to access certain investments, or for the transfer of risks or 

other purposes, it determines, using internal criteria and 

procedures, and taking into consideration the applicable 

legislation, whether control (as defined above) exists and, 

therefore, whether these entities should be consolidated. 

these criteria and procedures take into account, inter alia, 

the risks and rewards retained by the Bank and, accordin-

gly, all relevant matters are taken into consideration, inclu-

ding any guarantees granted or any losses associated with 

the collection of the related assets retained by the Bank. 

these entities include the securitization special purpose 

vehicles, which are fully consolidated in the case of the 

sPvs over which, based on the aforementioned analysis, it 

is considered that the Bank continues to exercise control. 

iv. Business combinations, acquisitions and disposals 

A business combination is the bringing together of two or 

more separate entities or economic units into one single 

entity or group of entities and is accounted for in accordan-

ce with IfRs 3, “Business combinations”. 

Business combinations are performed whereby the Bank 

obtains control over an entity are recognized for accounting 

purposes as follows: 

  the Bank measures the cost of the business combination, 

defined as the fair value of the assets given, the liabilities 

incurred and the equity instruments issued, if any. 

  the fair values of the assets, liabilities and contingent 

liabilities of the acquired entity or business, including any 

intangible assets which might not have been recognized 

by the acquiree, are estimated and recognized in the 

consolidated balance sheet. 
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  Any positive difference between the net fair value of the 

assets, liabilities and contingent liabilities of the acquiree 

and the cost of the business combination is recognized as 

goodwill based on future economic benefits. 

Appendix I include relevant information on the Bank com-

panies that were consolidated. similar information regar-

ding companies accounted for under the equity method by 

the Bank is provided in note 11. 

Also, note 3 below includes a description of the most signi-

ficant transaction carried out in 2008 and 2009. 

c) definitions and classification of financial instruments 

i. definitions 

A “financial instrument” is any contract that gives rise to a 

financial asset of one entity and, simultaneously, to a finan-

cial liability or equity instrument of another entity. 

An “equity instrument” is any agreement that evidences 

a residual interest in the assets of the issuing entity after 

deducting all of its liabilities. 

A “financial derivative” is a financial instrument whose 

value changes in response to the change in an observable 

market variable (such as an interest rate, foreign exchange 

rate, financial instrument price, market index or credit 

rating), whose initial investment is very small compared 

with other financial instruments with a similar response to 

changes in market factors, and which is generally settled at 

a future date. 

“hybrid financial instruments” are contracts that simulta-

neously include a non-derivative host contract together with 

a derivative, known as an embedded derivative, that is not 

separately transferable and has the effect that some of the 

cash flows of the hybrid contract vary in a way similar to a 

stand-alone derivative. 

the following transactions are not treated for accounting 

purposes as financial instruments: 

  Investments in subsidiaries, jointly controlled entities and 

associates (note 11). 

  Rights and obligations under employee benefit plans (note 

21). 

ii. classification of financial assets for measurement 
purposes 

financial assets are initially classified into the various cate-

gories used for management and measurement purposes, 

unless they have to be presented as “non-current assets 

held for sale” or they relate to “cash and balances with the 

Brazilian central Bank”, “hedging derivatives” and “Invest-

ments”, which are reported separately. 

financial assets are included for measurement purposes in 

one of the following categories: 

  financial assets held for trading (at fair value through 

profit or loss): this category includes the financial assets 

acquired for the purpose of generating a profit in the near 

term from fluctuations in their prices and financial deriva-

tives that are not designated as hedging instruments. 

  other financial assets at fair value through profit or loss: 

this category includes hybrid financial assets not held 

for trading that are measured entirely at fair value and 

financial assets not held for trading that are included in 

this category in order to obtain more relevant information, 

either because this eliminates or significantly reduces 

recognition or measurement inconsistencies (“accounting 

mismatches”) that would arise from measuring assets or 

liabilities or recognizing the gains or losses on them on 

different bases, or because a group of financial assets or 

financial liabilities or both is managed and its performance 

is evaluated on a fair value basis, in accordance with a 

documented risk management or investment strategy, and 

information about the group is provided on that basis to 

the Bank’s key management personnel. 

financial instruments included in this category (and “other 

financial liabilities at fair value through profit or loss”) are 

permanently subject to an integrated and consistent system 

of measuring, managing and controlling risks and returns 

that enables all the financial instruments involved to be 

monitored and identified and allows the effective reduction 

of risk to be checked. financial assets may only be included 

in this category on the date they are acquired or originated. 
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  Available-for-sale financial assets: this category includes 

debt instruments not classified as “held-to-maturity 

investments”, “loans and receivables” or “financial 

assets at fair value through profit or loss”, and equity 

instruments issued by entities other than subsidiaries, as-

sociates and jointly controlled entities, provided that such 

instruments have not been classified as “financial assets 

held for trading” or as “other financial assets at fair value 

through profit or loss”. 

Available-for-sale financial assets are stated at fair value. 

this category includes debt instruments not classified as 

“held-to-maturity investments”, “loans and receivables” or 

“financial assets at fair value through profit or loss”, and 

equity instruments issued by entities other than subsidia-

ries, associates and jointly controlled entities, provided that 

such instruments have not been classified as “financial 

assets held for trading” or as “other financial assets at 

fair value through profit or loss”. gains and losses arising 

from changes in fair value are recognised in “equity” in 

the line item “valuation Adjustment” with the exception of 

impairment losses, which are recognised in profit or loss. 

When the investment is disposed of or is determined to be 

impaired, the cumulative gain or loss previously accumu-

lated in “equity -valuation Adjustments” is reclassified to 

profit or loss. 

  loans and receivables: this category includes financing 

granted to third parties, based on their nature, irrespective 

of the type of borrower and the form of financing, inclu-

ding finance lease transactions in which the consolidated 

entities act as lessors. the consolidated entities generally 

intend to hold the loans and credits granted by them until 

their final maturity and, therefore, they are presented in 

the consolidated balance sheet at their amortized cost 

(which includes the required adjustments to reflect estima-

ted impairment losses). 

  held-to-maturity investments: this category includes debt 

instruments traded in an active market, with fixed maturity 

and with fixed or determinable payments, for which the 

Bank has both the intention and proven ability to hold to 

maturity. these investments are measured at amortised 

cost less any impairment, with revenue recognised on an 

effective yield basis. 

iii. classification of financial assets for presentation 
purposes 

financial assets are classified by nature into the following 

items in the consolidated balance sheet: 

-cash and balances with the Brazilian central Bank: cash 

balances and balances receivable on demand relating to 

deposits with the Brazilian central Bank. 

-loans and advances: includes the balance of loans granted 

by the Bank, other than those represented by securities, as 

well as finance lease receivables and other debit balances 

of a financial nature in favor of the Bank, such as checks 

drawn on credit institutions, balances receivable from 

clearing houses and settlement agencies for transactions 

on the stock exchange and organized markets, bonds given 

in cash, capital calls, fees and commissions receivable for 

financial guarantees and debit balances arising from tran-

sactions not originated in banking transactions and services, 

such as the collection of rentals and similar items. 

  loans and advances to credit institutions: credit of any 

nature in the name of credit institutions. 

  loans and advances to customers: includes the debit 

balances of all the remaining credit and loans granted 

by the Bank, other than those represented by securities, 

including money market operations through central coun-

terparties. 

-debt instrument: bonds and other securities that represent 

a debt for their issuer, that generate an interest return, and 

that are in the form of certificates or book entries.

-equity instruments: financial instruments issued by other 

entities, such as shares, which have the nature of equity 

instruments for the issuer, unless they are investments in 

subsidiaries, jointly controlled entities or associates. Invest-

ment fund units are included in this item. 

-trading derivatives: includes the fair value in favor of 

the Bank of derivatives which do not form part of hedge 

accounting. 

-hedging derivatives: includes the fair value in favor of the 

Bank of derivatives designated as hedging instruments in 

hedge accounting. 

-Investments in associates: includes the investments in the 

share capital of associates. 
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iv. classification of financial liabilities for measurement 
purposes 

financial liabilities are classified for measurement purposes 

into one of the following categories: 

  financial liabilities held for trading (at fair value through 

profit or loss): this category includes the financial liabilities 

issued for the purpose of generating a profit in the short 

term from fluctuations in their prices, financial derivatives 

not considered to qualify for hedge accounting and finan-

cial liabilities arising from the outright sale of financial 

assets purchased under resale agreements or borrowed 

(“short positions”). 

  other financial liabilities at fair value through profit or 

loss: financial liabilities are included in this category when 

more relevant information is obtained, either because this 

eliminates or significantly reduces recognition or measu-

rement inconsistencies (“accounting mismatches”) that 

would arise from measuring assets or liabilities or recog-

nizing the gains or losses on them on different bases, or 

because a group of financial liabilities or financial assets 

and liabilities is managed and its performance is evaluated 

on a fair value basis, in accordance with a documented 

risk management or investment strategy, and information 

about the Bank is provided on that basis to the Bank’s key 

management personnel. 

  financial liabilities at amortized cost: financial liabilities, 

irrespective of their instrumentation and maturity, not 

included in any of the above-mentioned categories which 

arise from the funding-taking activities carried on by 

financial institutions. 

v. classification of financial liabilities for presentation 
purposes 

financial liabilities are classified by nature into the follo-

wing items in the consolidated balance sheet: 

  deposits from the Brazilian central Bank: deposits of any 

nature received from the Brazilian central Bank. 

  deposits from credit institutions: deposits of any nature, 

including credit and money market operations received in 

the name of credit institutions. 

  customer deposits: includes all repayable balances 

received in cash by the Bank, other than those represen-

ted by marketable securities, money market operations 

through central counterparties, subordinated liabilities 

and deposits from the Brazilian central Bank and credit 

institutions. 

  Marketable debt securities: includes the amount of bonds 

and other debt represented by marketable securities, other 

than subordinated liabilities. 

  trading derivatives: includes the fair value, with a negative 

balance for the Bank, of derivatives which do not form 

part of hedge accounting. 

  short positions: includes the amount of financial liabilities 

arising from the outright sale of financial assets purchased 

under reverse repurchase agreements or borrowed. 

  subordinated liabilities: amount of financing received 

which, for the purposes of payment priority, ranks behind 

ordinary debt. this category also includes the financial 

instruments issued by the Bank which, although equity for 

legal purposes, do not meet the requirements for classifi-

cation as equity. 

  other financial liabilities: includes the amount of payment 

obligations having the nature of financial liabilities not 

included in other items, and liabilities under financial 

guarantee contracts, unless they have been classified as 

doubtful. 

  hedging derivatives: includes the fair value of the Bank’s 

liability in respect of derivatives designated as hedging 

instruments in hedge accounting. 

1932009 AnnuAl RePoRt IfRs fInAncIAl stAteMents 



d) Measurement of financial assets and liabilities and 
recognition of fair value changes 

In general, financial assets and liabilities are initially recog-

nized at fair value which, in the absence of evidence to the 

contrary, is deemed to be the transaction price. financial 

instruments not measured at fair value through profit or 

loss are, adjusted by the transaction costs. financial assets 

and liabilities are subsequently measured at each period-

end as follows: 

i. Measurement of financial assets 

financial assets are measured at fair value, without deduc-

ting any transaction costs that may be incurred on their 

disposal, except for loans and receivables, held-to-maturity 

investments, equity instruments whose fair value cannot be 

determined in a sufficiently objective manner and financial 

derivatives that have those equity instruments as their 

underlying and are settled by delivery of those instruments. 

the “fair value” of a financial instrument on a given date 

is taken to be the amount for which it could be bought or 

sold on that date by two knowledgeable, willing parties 

in an arm’s length transaction acting prudently. the most 

objective and common reference for the fair value of a 

financial instrument is the price that would be paid for it on 

an active, transparent and deep market (“quoted price” or 

“market price”). 

If there is no market price for a given financial instru-

ment, its fair value is estimated on the basis of valuation 

techniques commonly used by the international financial 

community, taking into account the specific features of the 

instrument to be measured and, particularly, the various 

types of risk associated with it. 

All derivatives are recognized in the balance sheet at fair 

value from the trade date. If the fair value is positive, they 

are recognized as an asset and if the fair value is negative, 

they are recognized as a liability. the fair value on the trade 

date is deemed, in the absence of evidence to the contrary, 

to be the transaction price. the changes in the fair value of 

derivatives from the trade date are recognized in “gains/

losses on financial assets and liabilities” in the consolidated 

income statement. specifically, the fair value of standard 

financial derivatives included in the portfolios of financial 

assets or liabilities held for trading is deemed to be their 

daily quoted price and if, for exceptional reasons, the 

quoted price cannot be determined on a given date, these 

financial derivatives are measured using methods similar to 

those used to measure over the counter “otc” derivatives. 

the fair value of otc derivatives is taken to be the sum of 

the future cash flows arising from the instrument, discoun-

ted to present value at the date of measurement (“present 

value” or “theoretical close”) using valuation techniques 

commonly used by the financial markets: “net present 

value” (nPv), option pricing models and other methods. 

“loans and receivables” and “held-to-maturity invest-

ments” are measured at amortized cost using the effective 

interest method. “Amortized cost” is understood to be the 

acquisition cost of a financial asset or liability plus or minus, 

as appropriate, the principal repayments and the cumulative 

amortization (taken to the income statement) of the diffe-

rence between the initial cost and the maturity amount. 

In the case of financial assets, amortized cost furthermore 

includes any reductions for impairment or uncollectibility. 

In the case of loans and receivables hedged in fair value 

hedges, the changes in the fair value of these assets related 

to the risk or risks being hedged are recognized. 

the “effective interest rate” is the discount rate that exactly 

matches the initial amount of a financial instrument to all 

its estimated cash flows of all kinds over its remaining life. 

for fixed rate financial instruments, the effective interest 

rate coincides with the contractual interest rate established 

on the acquisition date plus, where applicable, the fees and 

transaction costs that, because of their nature, form part of 

their financial return. In the case of floating rate financial 

instruments, the effective interest rate coincides with the 

rate of return prevailing in all connections until the next 

benchmark interest reset date. 

equity instruments whose fair value cannot be determined 

in a sufficiently objective manner and financial derivatives 

that have those instruments as their underlying and are 

settled by delivery of those instruments are measured at 

acquisition cost adjusted, where appropriate, by any related 

impairment loss. 
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the amounts at which the financial assets are recognized 

represent, in all material respects, the Bank’s maximum 

exposure to credit risk at each reporting date. Also, the 

Bank has received collateral and other credit enhancements 

to mitigate its exposure to credit risk, which consist mainly 

of mortgage guarantees, cash collateral, equity instruments 

and personal security, assets leased out under leasing and 

renting agreements, assets acquired under repurchase 

agreements, securities loans and derivatives. 

ii. Measurement of financial liabilities 

In general, financial liabilities are measured at amortized cost, 

as defined above, except for those included under “financial 

liabilities held for trading” and “other financial liabilities 

at fair value through profit or loss” and financial liabilities 

designated as hedged items (or hedging instruments) in fair 

value hedges, which are measured at fair value. 

iii. valuation techniques 

the following table shows a summary of the fair values, at 

2009 and 2008 year-end, of the financial assets and liabi-

lities indicated below, classified on the basis of the various 

measurement methods used by the Bank to determine their 

fair value: 

Thousands of Reais 2009 2008

 

Published 
Price 

Quotations 
in Active 
Markets

Internal 
Models Total

Published 
Price 

Quotations 
in Active 
Markets

Internal 
Models Total

financial assets held for trading  2,544,441  17,571,211  20,115,652  959,609  19,026,391  19,986,000 

other financial assets at fair value 
through profit or loss  13,787,109  2,507,351  16,294,460  -  5,574,961  5,574,961 

Available-for-sale financial assets  1,633,945  44,772,175  46,406,120  1,145,483  29,590,198  30,735,681 

hedging derivatives (assets)  -  163,425  163,425  -  106,321  106,321 

financial liabilities held for trading  33,025  4,401,709  4,434,734  45,781  11,163,819  11,209,600 

other financial liabilities at fair value 
through profit or loss  -  1,795  1,795  -  307,376  307,376 

hedging derivatives (liabilities)  -  9,806  9,806  -  264,771  264,771 

financial instruments at fair value, determined on the 

basis of public price quotations in active markets (level 

1), include government debt securities, private-sector debt 

securities, securitized assets, shares, short positions and 

fixed-income securities issued. 

In cases where price quotations cannot be observed, 

management makes its best estimate of the price that 

the market would set using its own internal models. In 

most cases, these models use data based on observable 

market parameters as significant inputs (level 2). In order 

to make these estimates, various techniques are employed, 

including the extrapolation of observable market data and 

extrapolation techniques. the best evidence of the fair 

value of a financial instrument on initial recognition is the 

transaction price, unless the fair value of the instrument 

can be obtained from other market transactions performed 

with the same or similar instruments or can be measured 

by using a valuation technique in which the variables used 

include only observable market data, mainly interest rates. 
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there were no reclassifications between the level 1 and 

level 2 in the exercise ended on december 31, 2009 and 

2008. 

on december 31, 2009 and 2008 the Bank did not have 

any financial instrument classified as level 3. 

the main techniques used at december 31, 2009 by the 

Bank’s internal models to determine the fair value of the 

financial instruments detailed in the foregoing table are as 

follows: 

  In the valuation of financial instruments permitting static 

hedging (basically forwards and swaps) and in the valu-

ation of loans and advances to customers, the “present 

value” method is used. estimated future cash flows are 

discounted using the interest rate curves of the related 

currencies. the interest rate curves are generally observa-

ble market data. 

  In the valuation of financial instruments requiring dynamic 

hedging (basically structured options and other structured 

instruments), the Black-scholes model is normally used. 

Where appropriate, observable market inputs are used 

to obtain factors such as the bid-offer spread, exchange 

rates, volatility, correlation between indexes and market 

liquidity. 

  In the valuation of certain financial instruments exposed 

to interest rate risk, such as interest rate futures, caps 

and floors, the present value method (futures) and the 

Black-scholes model (plain vanilla options) are used. the 

main inputs used in these models are basically observable 

market data, including the related interest rate curves, 

volatilities, correlations and exchange rates. 

  In the case of linear instruments (e.g. credit risk and 

fixed-income derivatives), credit risk is measured using 

dynamic models similar to those used in the measurement 

of interest rate risk. In the case of non-linear instruments, 

if the portfolio is exposed to credit risk (e.g. credit deriva-

tives), the joint probability of default is determined using 

the standard gaussian copula model. the main inputs 

used to determine the underlying cost of credit of credit 

derivatives are quoted credit risk premiums and the cor-

relation between the quoted credit derivatives of various 

issuers. 

the fair value of the financial instruments arising from the 

aforementioned internal models takes into account, inter 

alia, the contract terms and observable market data, which 

include interest rates, credit risk, exchange rates, the quoted 

market price of raw materials and shares, volatility and 

prepayments. the valuation models are not significantly 

subjective, since these methodologies can be adjusted and 

gauged, as appropriate, through the internal calculation of 

fair value and the subsequent comparison with the related 

actively traded price. 

set forth below are the financial instruments at fair value 

whose measurement was based on internal models (level 

2) at december 31, 2009: 
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In thousands of Reais

 

Fair Values 
Calculated Using 
Internal Models

Valuation 
Techniques Main Assumptions

ASSETS:  

Financial assets  
held for trading 17,571,211  

loans and advances to credit 
institutions 67,170

Present value 
Method observable market data (interest and discount rates)

debt and equity instruments 12,554,035
Present value 

Method observable market data (interest and discount rates)

trading derivatives 4,950,006   

   swaps 3,998,734
Present value 

Method observable market data, liquidity (interest and exchange rates) 

   exchange rate options 288,080
Black-scholes 

Model observable market data, liquidity (exchange rates) 

   Interest rate options 293,198
Black-scholes 

Model observable market data, liquidity, correlation (interests rates) 

   exchange rate futures 342,681
Black-scholes 

Model observable market data, liquidity (exchange rates)

   stock options 27,313
Black-scholes 

Model observable market data, liquidity, correlation (shares and ratios)

Hedging derivatives 163,425   

swaps 163,425
Present value 

Method observable market data (interest rates) 

Other financial assets at fair 
value profit or loss 2,507,351

loans and advances  
to credit institutions 1,907,265

Present value 
Method observable market data (interest and discount rates) 

loans and advances to customers 389,113
Present value 

Method observable market data (interest and discount rates) 

debt and equity interests 210,973
Present value 

Method observable market data (interest and discount rates) 

Available-for-sale  
financial assets 44,772,175

debt and equity instruments 44,772,175
Present value 

Method observable market data (interest and discount rates) 

LIABILITIES:  

Financial liabilities 
held for trading 4,401,709   

Trading derivatives 4,401,709   

swaps 3,076,202
Present value 

Method observable market data, liquidity (interest and exchange rates)

exchange rate options 450,836
Black-scholes 

Model observable market data, liquidity (exchange rates) 

Interest rate options 251,618
Black-scholes 

Model observable market data, liquidity, correlation (interest rates) 

Interest rate and investment 
futures 589,780

Present value 
Method observable market data, liquidity (exchange rates)

stock options 33,273
Black-scholes 

Model observable market data, liquidity, correlation (shares and ratios) 

Hedging derivatives 9,806

swaps 9,806
Present value 

Method observable market data (interest and exchange rates)

Other financial liabilities at 
fair value through profit or 
loss 1,795

Present value 
Method observable market data (interest and discount rates) 
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the use of observable market data assumes that the 

markets in which the Bank operates are functioning effi-

ciently and, therefore, that these data are representative. 

the main assumptions used in the measurement of the 

financial instruments included in the foregoing table that 

were valued by means of internal models employing unob-

servable market data are as follows: 

  correlation: the assumptions relating to the correlation 

between the value of quoted and unquoted assets are 

based on historical correlations between the impact of 

adverse changes in market variables and the correspon-

ding valuation of the associated unquoted assets. the me-

asurement of the assets will vary depending on whether a 

more or less conservative scenario is selected. 

  dividends: the estimates of the dividends used as inputs 

in the internal models are based on the expected dividend 

payments of the issuers. since the dividend expectations 

can change or vary depending on the source of the price 

(normally historical data or market consensus for the mea-

surement of options) and the companies’ dividend policies 

can vary, the valuation is adjusted to the best estimate 

of the reasonable dividend level expected in more or less 

conservative scenarios. 

  liquidity: the assumptions include estimates in response 

to market liquidity. for example, they take market liqui-

dity into consideration when very long-term estimates of 

exchange rates or interest rates are used, or when the ins-

trument is part of a new or developing market where, due 

to the absence of market prices that reflect a reasonable 

price for these products, the standard valuation methods 

and the estimates available might give rise to less precise 

results in the measurement of these instruments at that 

time. 

iv. Recognition of fair value changes 

As a general rule, changes in the carrying amount of finan-

cial assets and liabilities are recognized in the consolidated 

income statement, distinguishing between those arising 

from the accrual of interest and similar items -which are 

recognized under “Interest and similar income” or “Interest 

expense and similar charges”, as appropriate-and those 

arising for other reasons, which are recognized at their 

net amount under “gains/losses on financial assets and 

liabilities”. 

Adjustments due to changes in fair value arising from Avai-

lable-for-sale financial assets are recognized temporarily 

in equity under “valuation adjustments -Available-for-sale 

financial assets”. Items charged or credited to this account 

remain in the Bank’s consolidated equity until the related 

assets are derecognized, whereupon they are charged to 

the consolidated income statement. 

v. hedging transactions 

the consolidated entities use financial derivatives for the 

following purposes: i) to facilitate these instruments to 

customers who request them in the management of their 

market and credit risks; ii) to use these derivatives in the 

management of the risks of the Bank entities’ own po-

sitions and assets and liabilities (“hedging derivatives”); 

and iii) to obtain gains from changes in the prices of these 

derivatives (“trading derivatives”). 

financial derivatives that do not qualify for hedge accoun-

ting are treated for accounting purposes as trading deriva-

tives. 

A derivative qualifies for hedge accounting if all the follo-

wing conditions are met: 

1. the derivative hedges one of the following three types of 

exposure: 

a. changes in the fair value of assets and liabilities due 

to fluctuations, among others, in the interest rate and/

or exchange rate to which the position or balance to be 

hedged is subject (“fair value hedge”); 

b. changes in the estimated cash flows arising from finan-

cial assets and liabilities, commitments and highly probable 

forecast transactions (“cash flow hedge”); 

c. the net investment in a foreign operation (“hedge of a 

net investment in a foreign operation”). 

2. It is effective in offsetting exposure inherent in the 

hedged item or position throughout the expected term of 

the hedge, which means that: 

a. At the date of arrangement the hedge is expected, under 

normal conditions, to be highly effective (“prospective 

effectiveness”). 

b. there is sufficient evidence that the hedge was actually 

effective during the whole life of the hedged item or 

position (“retrospective effectiveness”). 
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3. there must be adequate documentation evidencing the 

specific designation of the financial derivative to hedge 

certain balances or transactions and how this effecti-

ve hedge was expected to be achieved and measured, 

provided that this is consistent with the Bank’s manage-

ment of own risks. 

the changes in value of financial instruments qualifying for 

hedge accounting are recognized as follows: 

a. In fair value hedges, the gains or losses arising on both 

the hedging instruments and the hedged items (attributable 

to the type of risk being hedged) are recognized directly in 

the consolidated income statement. 

b. In cash flow hedges, the effective portion of the change 

in value of the hedging instrument is recognized temporarily 

in equity under “valuation adjustments -cash flow hedges” 

until the forecast transactions occur, when it is recognized 

in the consolidated income statement, unless, if the forecast 

transactions result in the recognition of nonfinancial assets 

or liabilities, it is included in the cost of the non-financial 

asset or liability. the ineffective portion of the change in 

value of hedging derivatives is recognized directly in the 

consolidated income statement. 

c. the ineffective portion of the gains and losses on the 

hedging instruments of cash flow hedges and hedges of 

a net investment in a foreign operation are recognized 

directly under “gains/losses on financial assets and liabili-

ties” in the consolidated income statement. 

If a derivative designated as a hedge no longer meets the 

requirements described above due to expiration, ineffective-

ness or for any other reason, the derivative is classified as a 

trading derivative. 

When fair value hedge accounting is discontinued, the 

adjustments previously recognized on the hedged item 

are transferred to profit or loss at the effective interest 

rate recalculated at the date of hedge discontinuation. the 

adjustments must be fully amortized at maturity. 

When cash flow hedges are discontinued, any cumulative 

gain or loss on the hedging instrument recognized in equity 

under “valuation adjustments” (from the period when the 

hedge was effective) remains recognized in equity until the 

forecast transaction occurs at which time it is recognized in 

profit or loss, unless the transaction is no longer expected 

to occur, in which case any cumulative gain or loss is recog-

nized immediately in profit or loss. 

e) derecognition of financial assets and liabilities 

the accounting treatment of transfers of financial assets 

depends on the extent to which the risks and rewards 

associated with the transferred assets are transferred to 

third parties: 

1. If the Bank transfers substantially all the risks and 

rewards to third parties -unconditional sale of financial 

assets, sale of financial assets under an agreement to repur-

chase them at their fair value at the date of repurchase, sale 

of financial assets with a purchased call option or written 

put option that is deeply out of the money, securitization 

of assets in which the transferor does not retain a subor-

dinated debt or grant any credit enhancement to the new 

holders, and other similar cases-, the transferred financial 

asset is derecognized and any rights or obligations retained 

or created in the transfer are recognized simultaneously. 

2. If the Bank retains substantially all the risks and rewards 

associated with the transferred financial asset -sale of 

financial assets under an agreement to repurchase them at 

a fixed price or at the sale price plus interest, a securities 

lending agreement in which the borrower undertakes to 

return the same or similar assets, and other similar cases-, 

the transferred financial asset is not derecognized and 

continues to be measured by the same criteria as those 

used before the transfer. however, the following items are 

recognized: 
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a. An associated financial liability, for an amount equal 

to the consideration received; this liability is subsequently 

measured at amortized cost. 

b. the income from the transferred financial asset not de-

recognized and any expense incurred on the new financial 

liability. 

3. If the Bank neither transfers nor retains substantially 

all the risks and rewards associated with the transferred 

financial asset -sale of financial assets with a purchased call 

option or written put option that is not deeply in or out of 

the money, securitization of assets in which the transferor 

retains a subordinated debt or other type of credit enhan-

cement for a portion of the transferred asset, and other 

similar cases-, the following distinction is made: 

a. If the transferor does not retain control of the transferred 

financial asset, the asset is derecognized and any rights or 

obligations retained or created in the transfer are recogni-

zed. 

b. If the transferor retains control, it continues to recognize 

the transferred financial asset for an amount equal to its 

exposure to changes in value and recognizes a financial lia-

bility associated with the transferred financial asset. the net 

carrying amount of the transferred asset and the associated 

liability is the amortized cost of the rights and obligations 

retained, if the transferred asset is measured at amortized 

cost, or the fair value of the rights and obligations retained, 

if the transferred asset is measured at fair value. 

Accordingly, financial assets are only derecognized when 

the rights on the cash flows they generate have been 

extinguished or when substantially all the inherent risks and 

rewards have been transferred to third parties. similarly, 

financial liabilities are only derecognized when the obliga-

tions they generate have been extinguished or when they 

are acquired, with the intention either to cancel them or to 

resell them. 

f) Regular way purchases of financial assets 

Regular way purchases of financial assets are recognized on 

trade date. the assets are derecognized when the rights to 

receive cash flows have expired or the Bank has transferred 

substantially all the risks and rewards of ownership. 

g) Impairment of financial assets 

i. definition 

A financial asset is considered to be impaired and there-

fore its carrying amount is adjusted to reflect the effect of 

impairment, when there is objective evidence that events 

have occurred which: 

  In the case of debt instruments (loans and debt securities), 

give rise to an adverse impact on the future cash flows 

that were estimated at the transaction date. 

  In the case of equity instruments, mean that their carrying 

amount cannot be fully recovered. 

As a general rule, the carrying amount of impaired financial 

instruments is adjusted with a charge to the consolidated 

income statement for the period in which the impairment 

becomes evident, and the reversal, if any, of previously 

recognized impairment losses is recognized in the con-

solidated income statement for the period in which the 

impairment is reversed or reduced. 

Balances are deemed to be impaired, and the interest 

accrual is suspended, when there are reasonable doubts 

as to their full recovery and/or the collection of the related 

interest for the amounts and on the dates initially agreed 

upon, after taking into account the guarantees received by 

the consolidated entities to secure (fully or partially) collec-

tion of the related balances. collections relating to impaired 

loans and advances are used to recognize the accrued 

interest and the remainder, if any, to reduce the principal 

amount outstanding. the amount of the financial assets 

that would be deemed to be impaired had the conditions 

thereof not been renegotiated is not material with respect 

to the Bank’s financial statements taken as a whole. 
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When the recovery of any recognized amount is considered 

unlikely, the amount is written off, without prejudice to any 

actions that the consolidated entities may initiate to seek 

collection until their contractual rights are extinguished. 

ii. debt instruments carried at amortized cost 

the amount of an impairment loss incurred on a debt 

instrument measured at amortized cost is equal to the 

difference between its carrying amount and the present 

value of its estimated future cash flows, and is presented as 

a reduction of the balance of the asset adjusted. 

In estimating the future cash flows of debt instuments the 

following factors are taken into account:

  All the amounts that are expected to be obtained over 

the remaining life of the instrument; including, where 

appropriate, those which may result from the collateral 

provided for the instrument (less the costs for obtaining 

and subsequently selling the collateral). the impairment 

loss takes into account the likelihood of collecting accrued 

interest receivable. 

  the various types of risk to which each instrument is 

subject, and 

  the circumstances in which collections will foreseeably be 

made. 

these cash flows are subsequently discounted using the 

instrument’s effective interest rate (if its contractual rate is 

fixed) or the effective contractual rate at the discount date 

(if it is variable). specifically in regards to impairment losses 

resulting from materialization of the insolvency risk of the 

obligors (credit risk), a debt instrument is impaired due to 

insolvency when 

there is evidence of a deterioration of the obligor’s ability to 

pay, either because it is in arrears or for other reasons. 

the Bank has certain policies, methods and procedures for 

covering its credit risk arising both from insolvency allocable 

to counterparties. 

these policies, methods and procedures are applied in the 

granting, examination and documentation of debt instru-

ments, and contingent liabilities and commitments, the 

identification of their impairment and the calculation of the 

amounts necessary to cover the related credit risk. 

With respect to the allowance for loss arising from credit 

risk, the Bank makes the following distinction:

a. specific allowance: 

the Bank uses a proxy for specific allowance, as further 

explained below. these rules are used to calculate the 

minimum allowance requirements. the Bank evaluate the 

need for further provision, as considered necessary, follo-

wing the requirements of IAs 39, based on our historical 

experience of impairment and other circumstances known 

at the time of assessment. 

the Bank classifies our credit transactions according to their 

level of risk and the number of days such transaction is past 

due. such credit classifications are determined in accordan-

ce with: 

  the conditions of the debtor and any guarantor, such as 

their economic and financial situation, level of indebted-

ness, capacity for generating profits, cash flow, administra-

tion, corporate governance and quality of internal controls, 

payments history, the sector in which they are active, 

contingencies and credit limits; and 

  the characteristics of the transaction, such as its nature 

and purpose, type, sufficiency and level of liquidity of 

collateral and the total amount of the credit. 

the rating and risk management systems used by the Bank 

may be reviewed by both the central Bank and the santan-

der group’s internal auditors. the Bank’s management has 

not had any disputes with the central Bank or the santan-

der group regarding our risk management operations. 
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b. Allowance for incurred losses not specifically identified

the Bank covers its losses inherent in debt instruments not 

measured at fair value through profit or loss and in contin-

gent liabilities taking into account the historical experience 

of impairment and other circumstances known at the time 

of assessment. for these purposes, inherent losses are 

losses incurred at the reporting date, calculated using sta-

tistical methods that have not yet been allocated to specific 

transactions.

the Bank uses the concept of incurred loss to quantify the 

cost of the credit risk and include it in the calculation of the 

risk-adjusted return of its transactions. 

the incurred loss is the expected cost of the credit risk of 

a transaction, that will manifest itself within a one year 

(business cycle) lead time from the balance sheet date 

considering the characteristics of the counterparty and the 

guarantees and collateral associated with the transaction. 

the loss is calculated by using statistical models that 

consider the following three factors: “exposure at default”, 

“probability of default” and “loss given default”. 

  exposure at default (eAd) is the amount of risk exposure 

at the date of default by the counterparty. 

In accordance with IfRs, the exposure at default used for 

this calculation is the current exposure, as reported in the 

balance sheet. 

  Probability of default (Pd) is the probability of the counter-

party failing to meet its principal and/or interest payment 

obligations. the probability of default is associated with 

the rating/scoring of each counterparty/transaction. 

Pd is measured using a time horizon of one year; i.e. it 

quantifies the probability of the counterparty defaulting 

in the coming year. the definition of default used includes 

past-dues by 90 days or more and cases in which there is 

no default but there are doubts as to the solvency of the 

counterparty (subjective doubtful assets). 

  loss given default (lgd) is the loss arising in the event of 

default. 

lgd calculation is based on the observation of the recove-

ries of defaulted loans, taking into account the guarantees/

collateral associated with the transaction, the income and 

expenses associated with the recovery process, and also 

the timing thereof and the indirect costs arising from the 

recovery process. 

this parameter does not consider downturn adjustments. 

the methodology used by the Bank for determining the 

loans allowance for incurred losses not specifically iden-

tified intends to identify the amount of incurred losses as 

of the balance sheet date of loans that have not yet been 

identified as impaired, but it is estimate based on our past 

history and specific facts that will manifest within a one 

year lead time period from the balance sheet date. the 

above demonstrates those loans were having problems 

as of the balance sheet date. that is, what the Bank calls 

inherent losses in the context of our internal models in 

which loan loss allowances are calculated. 

the approach described above is used as a general rule. 

however, in certain cases, as a result of its particular 

characteristics, this approach is not applied and alternative 

approaches are used: 

1. low default portfolios 

In certain portfolios (credit institutions or large corpora-

tions) the number of defaults observed is very small or zero. 

In these cases, the Bank opted to use the data contained in 

the credit derivative spreads to estimate the incurred loss 

discounted by the market and break it down into Pd and 

lgd. 
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2. top-down units 

In the exceptional cases in which the Bank does not have 

sufficient data to construct a sufficiently robust credit risk 

measurement model, the incurred loss on the loan portfo-

lios is estimated based on a top-down approximation in 

which the historically observed average cost of the loan 

portfolios is used as the best estimate of the incurred loss. 

As the credit models are developed and bottom-up measu-

rements are obtained, the top-down measurements used 

for these units are gradually replaced. 

iii. debt or equity instruments classified as available for sale 

the amount of the impairment losses on these instruments 

is the positive difference between their acquisition cost (net 

of any principal repayment or amortization in the case of 

debt instruments) and their fair value, less any impairment 

loss previously recognized in the consolidated income 

statement. 

When there is objective evidence at the date of measu-

rement of these instruments that the aforementioned 

differences are due to permanent impairment, they are no 

longer recognized in equity under “valuation adjustments 

-Available-for-sale financial assets” and are reclassified, for 

the cumulative amount at that date, to the consolidated 

income statement. 

If all or part of the impairment losses are subsequently 

reversed, the reversed amount is recognized, in the case of 

debt instruments, in the consolidated income statement for 

the year in which the reversal occurred (or in equity “valua-

tion adjustments -Available-for-sale financial assets” in the 

case of equity instruments). 

iv. equity instruments measured at cost 

the impairment loss on equity instruments measured at 

cost is the difference between the carrying amount and the 

present value of the expected future cash flows discounted 

at the market rate of return for similar securities. 

Impairment losses are recognized in the consolidated finan-

cial income statement for the period in which they arise as 

a direct reduction of the cost of the instrument. these losses 

can only be reversed subsequently if related assets are sold. 

h) Repurchase agreements 

Purchases (sales) of financial assets under a non-optional 

resale (repurchase) agreement at a fixed price (“repos”) 

are recognized in the consolidated balance sheet as 

financing granted (received), based on the nature of the 

debtor (creditor), under “Balances with the Brazilian central 

Bank”, “loans and advances to credit institutions” or 

“loans and advances to customers” (“deposits from the 

Brazilian central Bank”, “deposits from credit institutions” 

or “customer deposits”). 

differences between the purchase and sale prices are 

recognized as interest over the contract term. 

i) non-current assets held for sale 

“non-current assets held for sale” includes the carrying 

amount of individual items or disposal groups or items 

forming part of a business unit earmarked for disposal 

(“discontinued operations”), whose sale in their present 

condition is highly probable and is expected to occur within 

one year from the reporting date. therefore, the carrying 

amount of these items, which can be of a financial nature 

or otherwise, will foreseeably be recovered through the 

proceeds from their disposal. specifically, property or other 

noncurrent assets received by the consolidated entities as 

total or partial settlement of their debtors’ payment obli-

gations to them are deemed to be non-current assets held 

for sale through the completion of actions which normally 

occurs up to one year. 

non-current assets held for sale are generally measured at 

the lower of fair value less costs to sell and their carrying 

amount at the date of classification in this category. non-

current assets held for sale are not depreciated as long as 

they remain in this category. 

Impairment losses on an asset or disposal group arising 

from a reduction in its carrying amount to its fair value 

(less costs to sell) are recognized under “gains/ (losses) on 

noncurrent assets held for sale not classified as disconti-

nued operations” in the consolidated income statement. 

the gains on a non-current asset held for sale resulting 

from subsequent increases in fair value (less costs to sell) 

increase its carrying amount and are recognized in the 

consolidated income statement up to an amount equal to 

the impairment losses previously recognized. 
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j) Residual maturity periods and average interest rates 

the analysis of the maturities of the balances of certain 

items in the consolidated balance sheets and the average 

interest rates at 2009 and 2008 year-end is provided in 

note 41-d. 

k) tangible assets 

“tangible assets” includes the amount of buildings, land, 

furniture, vehicles, computer hardware and other fixtures 

owned by the consolidated entities, including tangible 

assets received by the Bank in full or partial satisfaction of 

financial assets representing receivables from third parties 

which are intended to be held for continuing use and 

tangible assets acquired under finance leases are presented 

at acquisition cost, less the related accumulated deprecia-

tion and any impairment losses (net carrying amount higher 

than recoverable amount). 

depreciation is calculated, using the straight-line method, 

on the basis of the acquisition cost of the assets less their 

residual value. the land on which the buildings and other 

structures stand has an indefinite life and, therefore, is not 

depreciated. 

the tangible asset depreciation charge is recognized in the 

consolidated income statement and is calculated basically 

using the following depreciation rates (based on the avera-

ge years of estimated useful life of the various assets):
Annual Rate

Buildings for own use 4%

furniture 10%

fixtures 10%

office and It equipment 20%

leasehold improvements 10% or up to contractual maturity

the consolidated entities assess at the reporting date 

whether there is an indication that an asset may be 

impaired (i.e. its carrying amount exceeds its recoverable 

amount). If this is the case, the carrying amount of the asset 

is reduced to its recoverable amount and future depre-

ciation charges are adjusted in proportion to the revised 

carrying amount and to the new remaining useful life (if the 

useful life has to be re-estimated). 

similarly, if there is an indication of a recovery in the value 

of a tangible asset, the consolidated entities recognize the 

reversal of the impairment loss recognized in prior periods 

and adjust the future depreciation charges accordingly. In 

no circumstances may the reversal of an impairment loss 

on an asset raise its carrying amount above that which it 

would have if no impairment losses had been recognized in 

prior years. 

the estimated useful lives of the items of property, plant 

and equipment for own use are reviewed at least at the end 

of the reporting period with a view to detecting significant 

changes therein. If changes are detected, the useful lives 

of the assets are adjusted by correcting the depreciation 

charge to be recognized in the consolidated income state-

ment in future years on the basis of the new useful lives. 

upkeep and maintenance expenses relating to property, 

plant and equipment for own use are recognized as an 

expense in the period in which they are incurred. 

l) Accounting for leases 

i. finance leases 

finance leases are leases that transfer substantially all the 

risks and rewards incidental to ownership of the leased 

asset to the lessee. 

When the consolidated entities act as the lessors of an 

asset, the sum of the present value of the lease payments 

receivable from the lessee plus the guaranteed residual 

value which is generally the exercise price of the purchase 

option of the lessee at the end of the lease term is recog-

nized as lending to third parties and is therefore included 

under “loans and receivables” in the consolidated balance 

sheet. 

the finance income arising from these contracts is credited 

to “Interest and similar income” in the consolidated income 

statement so as to achieve a constant rate of return over 

the lease term. 

ii. operating leases 

In operating leases, ownership of the leased asset and 

substantially all the risks and rewards incidental thereto 

remain with the lessor. 
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When the consolidated entities act as the lessors, they 

present the acquisition cost of the leased assets under 

“tangible assets” (note 12). the depreciation policy for 

these assets is consistent with that for similar items of 

property, plant and equipment for own use and income 

from operating leases is recognized on a straight-line 

basis under “other operating income” in the consolidated 

income statement. 

When the consolidated entities act as the lessees, the lease 

expenses, including any incentives granted by the lessor, are 

charged on a straight-line basis to “other general adminis-

trative expenses” in their consolidated income statements. 

m) Intangible assets 

Intangible assets are identifiable non-monetary assets 

(separable from other assets) without physical substance 

which arise as a result of a legal transaction or which are 

developed internally by the consolidated entities. only 

assets whose cost can be estimated reliably and from which 

the consolidated entities consider it probable that future 

economic benefits will be generated are recognized. 

Intangible assets are recognized initially at acquisition or 

production cost and are subsequently measured at cost 

less any accumulated amortization and any accumulated 

impairment losses. 

i. goodwill 

An investment in an associate is accounted for using the 

equity method from the date on which it becomes an 

associate. on acquisition of the investment any difference 

between the cost of the investment and the investor’s share 

of the net fair value of the associate’s identifiable assets, 

liabilities and contingent liabilities is accounted for in accor-

dance with IfRs 3, Business combinations. therefore: 

(a) goodwill relating to an associate is included in the 

carrying amount of the investment. however, amortisa-

tion of that goodwill is not permitted and is therefore not 

included in the determination of the investor’s share of the 

associate’s profits or losses. 

(b) any excess of the investor’s share of the net fair value 

of the associate’s identifiable assets, liabilities and contin-

gent liabilities over the cost of the investment is excluded 

from the carrying amount of the investment and is instead 

included as income in the determination of the investor’s 

share of the associate’s profit or loss in the period in which 

the investment is acquired. 

goodwill -which is only recognized when it has been 

acquired for consideration -represents, therefore, a payment 

made by the acquirer in anticipation of future economic 

benefits from assets of the acquired entity that are not 

capable of being individually identified and separately 

recognized. 

At the end of each reporting period or when there is any 

indication of impairment, goodwill is reviewed for impair-

ment (i.e. a reduction in its recoverable amount to below 

its carrying amount) and any impairment is written down 

with a charge to “Impairment losses on other assets (net) 

– goodwill and other intangible assets” in the consolidated 

income statement. 

An impairment loss recognized for goodwill is not reversed 

in a subsequent period. 

ii. other intangible assets 

“other intangible assets” includes the amount of identifia-

ble intangible assets (such as purchased customer lists and 

computer software). 

other intangible assets can have an indefinite useful life, 

when, based on an analysis of all the relevant factors, it is 

concluded that there is no foreseeable limit to the period 

over which the asset is expected to generate net cash 

inflows for the consolidated entities, or a finite useful life, in 

all other cases. Intangible assets with indefinite useful lives 

are not amortized, but rather at the end of each reporting 

period the consolidated entities review the remaining useful 

lives of the assets in order to determine whether they 

continue to be indefinite and, if this is not the case, to take 

the appropriate steps.

Intangible assets with finite useful lives are amortized over 

those useful lives using methods similar to those used to 

depreciate tangible assets.

the intangible asset amortization charge is recognized 

under “depreciation and amortization” in the consolidated 

income statement.

In both cases the consolidated entities recognize any im-

pairment loss on the carrying amount of these assets with a 

charge to “Impairment losses on goodwill and other intan-

gible assets” in the consolidated income statement. the 
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criteria used to recognize the impairment losses on these 

assets and, where applicable, the reversal of impairment 

losses recognized in prior years are similar to those used for 

tangible assets (see note 2-k). 

Internally developed computer software is recognized as 

an intangible asset if, among other requisites (basically 

the Bank’s ability to use or sell it), can be identified and its 

ability to generate future economic benefits can be de-

monstrated.

expenditure on research activities is recognized as an 

expense in the year.

n) other assets 

It includes the balance of all prepayments and accrued 

income (excluding accrued interest), the net amount of 

the difference between pension plan obligations and the 

value of the plan assets with a balance in the entity’s favor, 

when this net amount is to be reported in the consolidated 

balance sheet, and the amount of any other assets not 

included in other items. 

o) other liabilities 

“other liabilities” includes the balance of all accrued 

expenses and deferred income, excluding accrued interest, 

and the amount of any other liabilities not included in other 

categories. 

p) Provisions and contingent assets and liabilities 

the directors of the consolidated entities, in preparing their 

respective financial statements, made a distinction between:

  Provisions: credit balances covering present obligations 

(legal or constructive) at the balance sheet date arising 

from past events which could give rise to a loss for the 

consolidated entities, which is considered to be probable 

to occur and a reliable estimate can be made of the 

amount of the obligation. 

  contingent liabilities: possible obligations that arise from 

past events and whose existence will be confirmed only by 

the occurrence or non-occurrence of one or more future 

events not wholly within the control of the consolidated 

entities. they include the present obligations of the conso-

lidated entities when it is not probable that an outflow of 

resources embodying economic benefits will be required 

to settle them. 

  contingent assets: possible assets that arise from past 

events and whose existence is conditional on, and will be 

confirmed only by, the occurrence or non-occurrence of 

events beyond the control of the Bank. contingent assets 

are not recognized in the consolidated balance sheet or 

in the consolidated income statement, but rather are dis-

closed in the notes, provided that it is probable that these 

assets will give rise to an increase in resources embodying 

economic benefits. 

the Bank’s consolidated financial statements include all the 

material provisions with respect to which it is considered 

that it is more likely than not that the obligation will have 

to be settled. In accordance with accounting standards, 

contingent liabilities must not be recognized in the consoli-

dated financial statements, but must rather be disclosed in 

the notes. 

Provisions, which are quantified on the basis of the best 

information available on the consequences of the event 

giving rise to them and are reviewed and adjusted at the 

end of each year, are used to cater for the specific obliga-

tions for which they were originally recognized. Provisions 

are fully or partially reversed when such obligations cease 

to exist or are reduced. 

Provisions are classified according to the obligations 

covered as follows: 

  Provisions for pensions and similar obligations: includes 

the amount of all the provisions made to cover post-em-

ployment benefits, including obligations to early retirees 

and similar obligations. 

  Provisions for contingent liabilities, commitments and 

provisions for taxes and other legal contingencies and 

other provisions: include the amount of the provisions 

recognized to cover tax and legal contingencies and labor 

and civil litigation and the other provisions recognized by 

the consolidated entities. 

q) equity-instrument-based employee remuneration 

equity instruments delivered to employees in consideration 

for their services, if the instruments are delivered once the 

specific period of service has ended, are recognized as an 

expense for services (with the corresponding increase in 

equity) as the services are rendered by employees during 
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the service period. At the grant date the services received 

(and the related increase in equity) are measured at the 

fair value of the equity instruments granted. If the equity 

instruments granted are vested immediately, the Bank 

recognizes in full, at the grant date, the expense for the 

services received. 

When the requirements stipulated in the remuneration 

agreement include external market conditions (such as 

equity instruments reaching a certain quoted price), the 

amount ultimately to be recognized in equity will depend 

on the other conditions being met by the employees 

(normally length of service requirements), irrespective of 

whether the market conditions are satisfied. If the condi-

tions of the agreement are met but the external market 

conditions are not satisfied, the amounts previously recog-

nized in equity are not reversed, even if the employees do 

not exercise their right to receive the equity instruments. 

r) Recognition of income and expenses 

the most significant criteria used by the Bank to recognize 

its income and expenses are summarized as follows: 

i. Interest income, interest expenses and similar items 

Interest income, interest expenses and similar items are 

generally recognized on an accrual basis using the effective 

interest method. dividends received from other companies 

are recognized as income when the consolidated entities’ 

right to receive them arises. 

however, the recognition of accrued interest in the consoli-

dated income statement is suspended for debt instruments 

individually classified as impaired and for the instruments 

for which impairment losses have been assessed collectively 

because they have payments more than two months past 

due. this interest is recognized as income, when collected, 

as a reversal of the related impairment losses. 

ii. commissions, fees and similar items 

fee and commission income and expenses are recognized in 

the consolidated income statement using criteria that vary 

according to their nature. the main criteria are as follows: 

  fee and commission income and expenses relating to 

financial assets and financial liabilities measured at fair 

value through profit or loss are recognized when paid; 

  those arising from transactions or services that are perfor-

med over a period of time are recognized over the life of 

these transactions or services; and 

  those relating to services provided in a single act are 

recognized when the single act has been performed. 

iii. non-finance income and expenses 

these are recognized for accounting purposes on an accrual 

basis. 

iv. deferred collections and payments 

these are recognized for accounting purposes at the 

amount resulting from discounting the expected cash flows 

at market rates. 

v. loan arrangement fees 

loan arrangement fees, mainly loan origination and ap-

plication fees, are accrued and recognized in income over 

the term of the loan. In the case of loan origination fees, 

the portion relating to the associated direct costs incurred 

in the loan arrangement is recognized immediately in the 

consolidated income statement. 

s) financial guarantees 

“financial guarantees” are defined as contracts whereby 

an entity undertakes to make specific payments for a third 

party if the latter does not do so, irrespective of the various 

legal forms they may have, such as guarantees, irrevocable 

documentary credits issued or confirmed by the entity, etc. 

the Bank initially recognizes the financial guarantees 

provided on the liability side of the consolidated balance 

sheet at fair value, which is generally the present value of 

the fees, commissions and similar interest receivable from 

these contracts over the term thereof, and simultaneously 

the Bank recognizes, on the asset side of the consolidated 

balance sheet, the amount of the fees, commissions and 

interest received at the start of the transactions and the 

amounts receivable at the present value of the fees, com-

missions and interest receivable. 

financial guarantees, regardless of the guarantor, instrumen-

tation or other circumstances, are reviewed periodically so as 

to determine the credit risk to which they are exposed and, if 

appropriate, to consider whether a provision is required. the 

credit risk is determined by application of criteria similar to 

those established for quantifying impairment losses on debt 

instruments measured at amortized cost. 
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the provisions made for these transactions are recognized 

under “Provisions -Provisions for contingent liabilities and 

commitments” in the consolidated balance sheet (note 21). 

If a specific provision is required for financial guarante-

es, the related unearned commissions recognized under 

“financial liabilities at amortized cost – other financial 

liabilities” in the consolidated balance sheet are reclassified 

to the appropriate provision. 

t) Assets under management and investment and pension 
funds managed by the Bank 

Assets owned by third parties and managed by the consoli-

dated entities are not presented on the face of the conso-

lidated balance sheet. Management fees are included in 

“fee and commission income” in the consolidated income 

statement. note 41-b contains information on the third-

party assets managed by the Bank. 

the investment funds and pension funds managed by the 

consolidated entities are not presented on the face of the 

Bank’s consolidated balance sheet since the related assets 

are owned by third parties. the fees and commissions 

earned in the year for the services rendered by the Bank 

entities to these funds (asset management and custody 

services) are recognized under “fee and commission 

income” in the consolidated income statement. 

u) Post-employment benefits 

the bank has undertaken to supplement the public social 

security system benefits accruing to certain employees, and 

to their beneficiary right holders, for retirement, permanent 

disability or death, the benefits and indemnity payments 

payable, the contributions to employee welfare systems for 

early retirees and the post-employment welfare benefits. 

the Bank’s post-employment obligations to its employe-

es are deemed to be “defined contribution plans” when 

the Bank makes pre-determined contributions (recogni-

zed in “Personnel expenses” in the consolidated income 

statement) to a separate entity and will have no legal or 

effective obligation to make further contributions if the 

separate entity cannot pay the employee benefits relating 

to the service rendered in the current and prior periods. 

Post-employment obligations that do not meet the afo-

rementioned conditions are classified as “defined benefit 

plans” (note 21). 

defined contribution plans 

the contributions made in this connection in each year are 

recognized under “Personnel expenses” in the consolidated 

income statement. the amounts not yet contributed at each 

year-end are recognized, at their present value, under “Pro-

visions -Provisions for pensions and similar obligations” on 

the liability side of the consolidated balance sheet. 

defined benefit plans 

the Bank recognizes under “Provisions -Provisions for 

pensions p and similar obligations” g on the liability side of 

the consolidated balance sheet (or ( under “other assets” 

on the asset side, as appropriate) the present value of its 

defined benefit post-employment obligations, net of the 

fair value of the plan assets and of the net unrecognized 

cumulative actuarial gains and/or losses disclosed in the 

valuation of these obligations, which are deferred using a 

corridor approach, and net of the past service cost, which is 

deferred over time, as explained below. 

“Plan assets” are defined as those that will be directly used 

to settle obligations and that meet the following conditions: 

  they are not owned by the consolidated entities, but by a 

legally separate third party that is not a party related to 

the Bank. 

  they can only be used to pay or finance post-employment 

benefits and cannot be returned to the consolidated 

entities unless the assets remaining in the plan are suffi-

cient to meet all obligations of the plan and of the entity 

relating to current or former employee benefits, or to 

reimburse employee benefits already paid by the Bank. 

“Actuarial gains and losses” are defined as those arising 

from differences between the previous actuarial assump-

tions and what has actually occurred and from the effects 

of changes in actuarial assumptions. the Bank uses, on a 

plan-by-plan basis, the corridor method and recognizes in 

the consolidated income statement the amount resulting 

from dividing by five the net amount of the cumulative ac-

tuarial gains and/or losses not recognized at the beginning 
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of each year which exceeds 10% of the present value of the 

obligations or 10% of the fair value of the plan assets at 

the beginning of the year, whichever amount is higher. 

the “past service cost”, which arises from changes to 

current post-employment benefits or from the introduction 

of new benefits, is recognized on a straight-line basis in 

the consolidated income statement over the period from 

the time the new commitments arise to the date on which 

the employee has an irrevocable right to receive the new 

benefits. 

Post-employment benefits are recognized in the consolida-

ted income statement as follows: 

  current service cost, defined as the increase in the present 

value of the obligations resulting from employee service in 

the current period, under “Personnel expenses”. 

  Interest cost, defined as the increase during the year in 

the present value of the obligations as a result of the 

passage of time, under “Interest expense and similar 

charges”. When obligations are presented on the liability 

side of the consolidated balance sheet, net of the plan 

assets, the cost of the liabilities recognized in the income 

statement relates exclusively to the obligations recognized 

as liabilities. 

  the expected return on plan assets and the gains or losses 

on the value of the plan assets under “Interest and similar 

income”. 

  the actuarial gains and losses calculated using the corridor 

approach and the unrecognized past service cost, under 

“Provisions (net)” in the consolidated income statement. 

v) other long-term employee benefits 

“other long-term employee benefits”, defined as obliga-

tions to early retirees taken to be those who have ceased to 

render services at the entity but who, without being legally 

retired, continue to have economic rights vis-ˆ-vis the entity 

until they acquire the legal status of retiree, long-service 

bonuses, obligations for death of spouse or disability before 

retirement that depend on the employee’s length of service 

at the entity and other similar items, are treated for accoun-

ting purposes, where applicable, as established above for 

defined benefit post-employment plans, except that all past 

service costs and actuarial gains and losses are recognized 

immediately (note 21). 

w) termination benefits 

termination benefits are recognized when there is a 

detailed formal plan identifying the basic changes to be 

made, provided that implementation of the plan has begun, 

its main features have been publicly announced or objective 

facts concerning its implementation have been disclosed. 

x) Income taxes 

Income tax is calculated at the rate of 15% plus a 10% 

surtax; social contribution tax is calculated at the rate of 

15% (9% in 2007 and the period from January 1st to April 

30, 2008) for financial institutions, and for non-financial 

companies the social contribution tax rate is 9%, after 

adjustments determined by tax legislation. 

In accordance with the current regulation, the expected 

realization of the Bank’s tax credits, as shown in note 23, 

is based on the projection of future income and a technical 

study. 

the expense for corporation income tax is recognized in the 

consolidated income statement, except when it results from 

a transaction recognized directly in equity, in which case the 

tax effect is also recognized in equity. 

the current income tax expense is calculated as the sum of 

the current tax resulting from application of the appropriate 

tax rate to the taxable profit for the year (net of any de-

ductions allowable for tax purposes), and of the changes in 

deferred tax assets and liabilities recognized in the consoli-

dated income statement. 

deferred tax assets and liabilities include temporary diffe-

rences, which are identified as the amounts expected to be 

payable or recoverable on differences between the carrying 

amounts of assets and liabilities and their related tax bases, 

and tax loss and tax credit carryforwards. these amounts 

are measured at the tax rates that are expected to apply 

in the period when the asset is realized or the liability is 

settled. 

“tax assets” includes the amount of all tax assets, which 

are broken down into “current” amounts of tax to be 

recovered within the next twelve months and “deferred” 

amounts of tax to be recovered in future years, including 

those arising from unused tax losses or tax credits. 

“tax liabilities” includes the amount of all tax liabilities 

(except provisions for taxes), which are broken down into 
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“current” the amount payable in respect of the income tax 

on the taxable profit for the year and other taxes in the 

next twelve months and “deferred” the amount of income 

tax payable in future years. 

deferred tax liabilities are recognized in respect of taxable 

temporary differences associated with investments in subsi-

diaries, associates or joint ventures, except when the Bank 

is able to control the timing of the reversal of the temporary 

difference and, in addition, it is probable that the temporary 

difference will not reverse in the foreseeable future. 

deferred tax assets are only recognized for temporary 

differences to the extent that it is considered probable that 

the consolidated entities will have sufficient future taxable 

profits against which the deferred tax assets can be utilized, 

and the deferred tax assets do not arise from the initial 

recognition (except in a business combination) of other 

assets and liabilities in a transaction that affects neither 

taxable profit or accounting profit. other deferred tax assets 

(tax loss and tax credit carryforwards) are only recognized if 

it is considered probable that the consolidated entities will 

have sufficient future taxable profits against which they can 

be utilized. 

Income and expenses recognized directly in equity are 

accounted for as temporary differences. 

the deferred tax assets and liabilities recognized are 

reassessed at each balance sheet date in order to ascertain 

whether they still exist, and the appropriate adjustments 

are made on the basis of the findings of the analyses 

performed. 

PIs and cofIns taxes have been computed at a combined 

rate of 4.65% on certain gross revenues and expenses. 

financial institutions may deduct financial expenses in 

determining the PIs/cofIns tax basis. PIs and cofIns are 

considered a profit-base component (net basis of certain 

revenues and expenses), therefore and accordingly to IAs 

12 it is recorded as income taxes. 

y) consolidated cash flow statements 

the following terms are used in the consolidated cash flow 

statements with the meanings specified: 

  cash flows: inflows and outflows of cash and cash equiva-

lents, which are short-term, highly liquid investments that 

are subject to an insignificant risk of changes in value. 

  operating activities: the principal revenue-producing acti-

vities of credit institutions and other activities that are not 

investing or financing activities. 

  Investing activities: the acquisition and disposal of long-

term assets and other investments not included in cash 

and cash equivalents. 

  financing activities: activities that result in changes in the 

size and composition of the equity and liabilities that are 

not operating activities. 

In preparing the consolidated cash flow statement, short-

term highly liquid investments that are subject to an insigni-

ficant risk of changes in value were classified as “cash 

and cash equivalents”. Accordingly, the Bank classifies as 

cash and cash equivalents the balances recognized under 

“cash and balances with the Brazilian central Bank” in the 

consolidated balance sheet. 

z) liabilities for insurance contracts 

the liabilities for insurance contracts are comprised subs-

tantially by mathematical reserves for current and future 

benefits (PMBac and PMBc). Insurance contracts are 

contracts under which the Bank accepts a significant risk – 

other than a financial risk – from a policyholder by agreeing 

to compensate the beneficiary on the occurrence of an 

uncertain future event by which the policyholder will be 

adversely affected. 

Insurance liabilities are recognized when the contract is 

entered into and the premiums are charged. contracts that 

have been classified as insurance are not reclassified sub-

sequently. the liability is derecognized when the contract 

expires or is cancelled. 

Mathematical reserves for current and future benefits are 

recognized based on contributions made under the capi-

talization financial system. the mathematical reserves for 

current benefits represent commitments under continued 

income plans which are recognized through actuarial 

calculation for the traditional, pension plan (PgBl) and cash 

value life insurance (vgBl) plans. 

All valuation methods used by the subsidiaries are based 

on the general principle that the carrying amount of the net 

liability must be sufficient to meet any reasonably forese-

eable obligation resulting from the insurance contracts. 

Investment assumptions are either determined by the local 
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regulator or based on management’s future expectations. In 

the latter case, the anticipated future investment returns are 

set by management, considering the available market infor-

mation and economic indicators. A significant assumption 

related to estimated gross profits on variable annuities, is 

the annual long-term growth rate of the underlying assets. 

At each balance sheet date an assessment is made of 

whether the provisions for Mathematical reserves are 

adequate. 

3. Change in the scope of consolidation 

a) contribution of Banco Real 

on July 24, 2008, Banco santander spain took indirect 

share control of the companies of the ABn AMRo Real 

conglomerate in Brazil, after meeting all conditions for this 

transfer of control, especially the approval of de nederlan-

dsche Bank (the central Bank of the netherlands) and the 

Bacen. 

the extraordinary stockholders’ Meeting held on August 

29, 2008 of Banco santander, Banco Real and AAB dois 

Par approved the corporate restructuring as defined in the 

Agreement and Plan of Merger of shares of Banco ABn 

AMRo Real s.A. and ABn AMRo Brasil dois Participações 

s.A. into Banco santander s.A. (Merger Agreement). 

the above-mentioned merger agreement established the 

justifications and conditions for the corporate restructuring 

consisting of the merger of all shares of Banco Real and 

AAB dois Par into Banco santander (Merger of shares). As 

a result of the merger of shares: (a) Banco Real and AAB 

dois Par were converted into wholly-owned subsidiaries 

of Banco santander; (b) Banco santander’s capital was 

increased based on the economic value of the shares of 

Banco Real and AAB dois Par from R$9,131,448 thousand 

to R$47,152,201 thousand and (c) shares were issued by 

Banco santander and delivered to the respective stockhol-

ders of Banco Real and AAB dois Par. 

the objectives of the operation were: (a) assure the transfer 

of the businesses acquired by Banco santander spain to 

its subsidiary already established and in operation in Brazil 

Banco santander; (b) assure the preservation of the corpo-

rate entity of Banco santander, Banco Real and AAB dois 

Par; (c) concentrate the minority interest in these institu-

tions only in Banco santander. 

the operation allows to rationalize and simplify the equity 

structure of the companies of the santander in Brazil will 

enable the stockholders of Banco Real and AAB dois Par 

to become stockholders of a publicly traded company and 

have access to the current dividend policy of Banco santan-

der. 

this new structure also allows a reduction of administra-

tive costs, especially those related to legal and regulatory 

requirements. 

As this is an operation involving the merger of shares, the 

legal personality of Banco Real and AAB dois Par were 

preserved and any variations subsequent to the date of 

their balance sheets were properly accounted for in their 

respective accounting books. 

the merger of shares of Real to the Bank was approved by 

the Brazilian central Bank (Bacen) in January, 2009. 

the following purchase price allocation, accounted for in 

accordance with IfRs 3, “Business combinations,” reflects 

the purchase accounting adjustments determined on the 

date that santander spain acquired control of Banco Real 

since on that date Banco Real came under common control 

with the Bank. this allocation is explained: 
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Thousands of Reais Book value Fair value (1) Adjustment

Net assets acquired

Assets  132,301,795  130,930,255  (1,371,540)

of which:

cash and balances with central banks  12,147,982  12,147,982 - 

debt instruments  21,758,968  21,728,385  (30,583)

loans and advances to customers  69,669,710  68,039,392  (1,630,318)

tangible assets  1,072,896  1,344,375  271,479 

Liabilities  (119,436,124)  (120,826,655)  (1,390,531)

of which: 

deposits from credit institutions  (20,946,768)  (20,932,165)  14,603 

customer deposits  (75,372,552)  (75,419,151)  (46,599)

subordinated liabilities  (3,440,670)  (3,491,143)  (50,473)

other financial liabilities  (5,974,858)  (5,852,833)  122,025 

Provisions (4)  (3,536,049)  (4,968,623)  (1,432,574)

Net assets acquired  12,865,671  10,103,600  (2,762,071)

Intangible assets (2)  1,229,716 

Fair value of the assets  11,333,316 

Total consideration (3)  38,946,426 

satisfied by:

shares  38,920,753 

cash  25,673 

Goodwill  27,613,110 

the incorporation of Banco Real and AAB dois Par into the 

Bank resulted in an increase in the Bank’s market share and 

distribution capacity and diversified the Bank’s portfolio, 

resulting in a stronger capital and liquidity position. 

If the acquisition had been completed on January 1, 

2008, the Bank«s net interest income for the year ended 

december 31, 2008 would have been R$ 19,292 million 

(unaudited) and profit would have been R$ 3,219 million 

(unaudited). 

b) Merger of shares of santander seguros s.A. (santander 
seguros), Banco commercial e de Investimento sudameris 
s.A. (BcIs) and santander Brasil Asset Management dis-
tribuidora de t’tulos e valores Mobili‡rios s.A. (santander 
Brasil Asset) 

the extraordinary stockholders’ Meeting held on August 

14, 2009, of Banco santander, santander seguros, BcIs and 

santander Brasil Asset approved the corporate restructuring 

as set out in the Agreement for the “Merger of santander 

seguros s.A., Banco commercial e de Investimento suda-

meris s.A. and santander Brasil Asset Management distri-

buidora de t’tulos e valores Mobili‡rios s.A. into the equity 

of Banco santander (Brasil) s.A.” (the merger agreement). 

1 the fair values of the assets and liabilities acquired were determined based on appraisals on october 2008, 29 (date of acquisition) and adjusted on June 30, 2009 as 
permitted by IfRs. this assets and liabilities were measured based on appraisals of tangible assets, consideration of advice provided by legal counsel for contingent liabi-
lities in Provisions, and discounted cash flow analysis for all other assets and liabilities, taking into consideration the expected future economic benefits of the intangible 
assets. 
2 Amount relates to customer list with an estimated useful life of 10 years. 
3 total consideration is based on amounts paid by the santander group for the acquisition of Banco Real. 
4 Includes R$124,684 thousand adjustment booked in the six months ended June 30, 2009 respective to a revision in the fair value of provisions, as permitted under IfRs 3
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the Merger Agreement establishes the reasons and 

conditions for the corporate restructuring consisting of 

the merger of all the shares of santander seguros, Banco 

BcIs and santander Brasil Asset into the equity of Banco 

santander (share Merger). As a result of the share Merger, 

santander seguros, Banco BcIs and santander Brasil Asset 

(Merged companies) were transformed into wholly-owned 

subsidiaries of Banco santander (Merging company), 

under Article 252 of law 6404/76. the stockholders’ 

equity of Banco santander was increased in the amount 

of R$2,471,413 thousand to the corresponding value of 

the shares of santander seguros, the BcIs and santander 

Asset Brazil, through the issuance of 14,410,886 shares 

(7,710,343 shares and 6,700,543 preferred shares), all 

registered shares with no par value, delivered to the respec-

tive shareholders of the Merged companies. 

the mergers were accounted by the Bank using the histori-

cal IfRs balance sheet of the merged companies as of June 

30, 2009, since such mergers were accounted as a business 

combination under common control. 

considering the fact that such transaction is a merger of 

shares, the legal personality of santander seguros, Banco 

BcIs and santander Brasil Asset were preserved and any 

variations subsequent to the date of their balance sheets 

were properly accounted for in their respective accounting 

books. 

santander seguros’ shares incorporation caused mutual 

ownership for Banco santander and santander seguros. 

this united ownership will be eliminated within one year 

after the of the extraordinary stockholders« meeting which 

have approved the shares incorporation, as established by 

the current regulation. 

the merger of shares was approved by Bacen on september 

28, 2009. 

Balance sheets as of June 30, 2009 are presented below. 

the purpose of this information is to provide the position of 

impacts on equity related to these acquisitions. 

 

Assets 17,680,796

of which:

debt instruments  2,522,657 

equity instruments  13,372,434 

empréstimos e adiantamentos a 
clientes

 172,190 

tangible assets  4,072 

Liabilities 17,680,796

of which:

customer deposits  918,682 

liabilities for insurance contracts  13,350,163 

Provisions  159,758 

shareholders’ equity  2,471,413 

4.  Cash and balances  
with the Brazilian Central Bank

Thousands of Reais 2009 2008

Cash and cash equivalents 18,730,403 16,750,870 

of which :

cash 3,630,669 3,218,899 

Money market investments (1) 15,099,734 13,531,971 

Central bank compulsory deposits(2) 8,538,609 6,949,630 

27,269,012 23,700,500 

1 federal funds sold and securities purchased under agreements to resell, which are short-term and present insignificant risk of changes in value. 
2 central bank compulsory deposits relate to a minimum balance financial institutions are required to maintain with the Brazilian central Bank based on a percentage 
of deposits received from third parties.
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5. Loans and advances to credit institutions 

the breakdown, by classification, type and currency, of the 

balances of “loans and advances to credit institutions” in 

the consolidated balance sheets is as follows: 

Thousands of Reais 2009 2008

Classification:  

financial assets held for trading 67,170 - 

other financial assets at fair value through 
profit or loss 1,907,265 4,046,898 

loans and receivables 24,228,143 29,691,635 

 26,202,578 33,738,533 

Type:

time deposits 9,945,047 10,702,723 

Reverse repurchase agreements 6,160,397 4,582,903 

escrow deposits 6,192,292 6,200,677 

foreign currency investments 3,493,254 10,689,007 

other accounts 411,588 1,563,223 

 26,202,578 33,738,533 

Currency:

Brazilian Real 20,775,625 22,661,621 

us dollar 5,086,320 10,764,513 

euro 293,329 228,710 

Pound sterling 14,729 13,252 

other currencies 32,725 70,861 

Impairment losses (150) (424)

 26,202,578 33,738,533 

note 41-d contains a detail of the residual maturity periods 

of loans and receivables and of the related average interest 

rates. 

6. Debt instruments 

the breakdown, by classification, type and currency, of the 

balances of “debt instruments” is as follows: 

Thousands of Reais 2009 2008

Classification:

financial assets held for trading 12,554,035 10,011,999 

other financial assets at fair value through 
profit or loss 210,973 93,274 

Available-for-sale financial assets 44,745,924 29,491,191 

 57,510,932 39,596,464 

Type:

Brazilian government securities 54,580,584 37,492,944 

other debt securities 2,960,023 2,132,409 

Impairment losses (29,675) (28,889)

 57,510,932 39,596,464 

Currency:

Brazilian Real 56,782,142 38,965,760 

us dollar 392,213 258,310 

euro 366,252 401,283 

Impairment losses (29,675) (28,889)

 57,510,932 39,596,464 

At december 31, 2009, debt securities totaling 

R$2,590,485 thousand (2008 -R$ 3,916,554 thousand) 

had been assigned to repurchase agreements, 

R$17,994,443 thousand (2008 -R$ 17,970,817 thousand) 

to compulsory deposits in central Bank, R$2,298,561 

thousand (2008 -R$ 7,953,041 thousand) to guarantee 

BMf&Bovespa stock exchange derivative transactions and 

R$1,044,703 thousand (2008 -R$ 1,370,738 thousand) to 

escrow deposits and other guarantee. 

note 41-d contains a detail of the residual maturity periods 

of available-for-sale financial assets and of loans and recei-

vables and of the related average interest rates. 
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7. Equity instruments 

a) Breakdown

the breakdown, by classification and type, of the balances 

of “equity instruments” is as follows:

Thousands of Reais 2009 2008

Classification: 

financial assets held for trading 2,544,441 678,993 

other financial assets at fair value through 
profit or loss 13,787,109 - 

Available-for-sale financial assets 1,660,196 1,244,490 

 17,991,746 1,923,483 

Type: 

shares of Brazilian companies 1,470,918 1,015,603 

shares of foreign companies 67,876 312,402 

Investment fund units and shares(1) 16,452,952 595,478 

17,991,746 1,923,483 

(1) In 2009, includes Investment fund units guarantors of Benefit Plans -PgBl/vgBl, related 
to the liabilities for insurance contracts, due to the incorporation of santander seguros (nota 
3 b.).

b) changes

the changes in the balance of “equity instruments – finan-

cial assets held for trading” were as follows: 

Thousands of Reais 2009 2008

Balance at beginning of year 678,993 340,267 

changes in the scope of consolidation 
(note 3) 1,722,965 301,377 

net additions /disposals (9,148) (97,755)

valuation adjustments 151,631 135,104 

Balance at end of year 2,544,441 678,993 

the changes in the balance of “equity instruments – other 

financial assets at fair value through profit or loss” were as 

follows:

Thousands of Reais 2009 2008

Balance at beginning of year - - 

changes in the scope of consolidation 
(note 3) 11,257,572 - 

valuation adjustments 2,529,537 - 

Balance at end of year 13,787,109 - 

the changes in the balance of “equity instruments – Availa-

ble-for-sale financial assets” were as follows: 

Thousands of Reais 2009 2008

Balance at beginning of year 1,244,490 2,618,697 

changes in the scope of consolidation 
(note 3) 4,526 79,770 

net additions /disposals 192,600 (284,934)

  of which: :

      companhia energética  
de são Paulo - cesP - (373,670)

      fundos de Investimento  
em direitos creditórios - fIdc - (85,246)

      Wtorre empreendimentos  
Imobiliários s.A. - 299,091 

      visa Inc (228,138) - 

      colI - fundo Investimento  
em Participações coliseu 288,383 - 

      santelisa vale Bionergia s.A. 48,598 - 

      santelisa vale s.A. Pn 69,526 - 

valuation adjustments 218,580 (1,169,043)

Balance at end of year 1,660,196 1,244,490 

8. Trading derivatives (assets and liabilities) and Short positions

a) trading derivatives

the detail, by type of inherent risk, of the fair value of the trading derivatives arranged by the Bank is as follows (note 41-a): 

Thousands of Reais 2009 2008

 Debit Balance Credit Balance Debit Balance Credit Balance

Interest rate risk  4,291,939  3,327,827  5,145,948 8,197,517 

foreign currency risk  630,711  1,040,600  4,111,758 2,973,718 

Price risk  27,356  33,282  36,449 26,368 

other risks  -  -  853 (335)

  4,950,006  4,401,709  9,295,008 11,197,268 
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b) short positions

short positions for 2009 and 2008 are related to equity 

instruments from borrowed securities. 

9. Loans and advances to customers

a) Breakdown

the breakdown, by classification, of the balances of “loans 

and advances to customers” in the consolidated balance 

sheets is as follows:

Thousands of Reais 2009 2008

other financial assets at fair value 
through profit or loss 389,113 1,434,789 

loans and receivables 127,934,811 133,033,471 

  of which: 

      loans and receivables |at 
amortized cost 138,005,290 141,214,627 

      Impairment losses (10,070,479) (8,181,156)

loans and advances to customers, net 128,323,924 134,468,260 

loans and advances to customers, 
gross 138,394,403 142,649,416 

note 41-d contains a detail of the residual maturity periods 

of loans and receivables and of the related average interest 

rates. 

there are no loans and advances to customers for material 

amounts without fixed maturity dates. 

b) detail

following is a detail, by loan type and status, borrower 

sector and interest rate formula, of the loans and advances 

to customers, which reflect the Bank’s exposure to credit 

risk in its core business, gross of impairment losses: 

Thousands of Reais 2009 2008

Loan type and status:

commercial credit  429,588  629,177 

secured loans  31,595,312  29,518,688 

Reverse repurchase agreements  72,555  5,111 

other term loans  83,662,056  83,328,780 

finance leases  12,534,102  11,836,050 

others  200,906  9,601,146 

Impaired assets  9,899,884  7,730,464 

  138,394,403  142,649,416 

Loan borrower sector: 

commercial, financial and industrial  69,301,774  76,406,755 

Real estate-construction  3,828,300  2,469,227 

Real estate-mortgage  5,225,957  4,472,602 

Installment loans to individuals  47,036,774  46,856,869 

lease financing  13,001,598  12,443,963 

 138,394,403  142,649,416 

Interest rate formula:

fixed interest rate  90,663,927  79,074,052 

floating rate  47,730,476  63,575,364 

  138,394,403  142,649,416 
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c) Impairment losses

the changes in the allowances for the impairment losses on the balances of “loans and receivables -loans and advances to 

customers” were as follows: 

Thousands of Reais 2009 2008 2007

Balance at beginning of year  8,181,156  2,249,432  2,170,380 

Impairment losses charged to income for the year  10,520,390  4,533,301  2,473,689 

  of which: 

    commercial, financial and industrial  3,071,839  1,451,583  260,532 

    Real estate-mortgage  27,531  25,939  6,175 

    Installment loans to individuals  7,197,954  2,951,494  2,179,544 

    lease finance  223,066  104,285  27,438 

Inclusion of entities in the Bank in the year  0  4,717,191  0 

  of which: 

    commercial, financial and industrial  -  1,987,596  - 

    Real estate-mortgage  -  48,301  - 

    Installment loans to individuals  -  2,609,890  - 

    lease finance  -  71,404  - 

Write-off of impaired balances against recorded impairment allowance  (8,631,067)  (3,318,768)  (2,394,637)

  of which:

    commercial, financial and industrial  (3,072,849)  (738,611)  (309,529)

    Real estate-mortgage  (31,177)  (13,279)  (7,175)

    Installment loans to individuals  (5,377,097)  (2,513,112)  (2,027,492)

    lease finance  (149,944)  (53,766)  (50,441)

Balance at end of year  10,070,479  8,181,156  2,249,432 

Recoveries of loans previously charged off  537,509  430,656  293,846 

taking into account these amounts and those recognized in 

“Impairment losses charged to income for the year” in the 

foregoing table, impairment losses on “loans and receiva-

bles” amounted to R$9,982,881 thousand, R$ 4,102,645 

thousand in 2008 and R$2,179,843 thousand in 2007.

d) Impaired assets

the detail of the changes in the balance of the financial 

assets classified as “loans and receivables – loans and 

advances to customers” and considered to be impaired due 

to credit risk is as follows:

Thousands of Reais 2009 2008 2007

Balance at beginning of year  7,730,464  2,092,787  2,009,508 

net additions  10,800,487  5,035,515  2,477,916 

Written-off assets  (8,631,067)  (3,318,768)  (2,394,637)

Increase in scope of consolidation (note 3)  -  3,920,930  - 

Balance at end of year  9,899,884  7,730,464  2,092,787 

this amount, after deducting the related allowances, 

represents the Bank’s best estimate of the fair value of the 

impaired assets. 

following is a detail of the financial assets classified as 

loans and receivables and considered to be impaired due 

to credit risk at december 31, 2009 and 2008, classified by 

age of the oldest past-due amount:
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Thousands of Reais 2009 2008

With no Past-Due Balances  
or Less than 3 Months Past Due  1,725,651  2,214,111 

With Balances Past due by:

  3 to 6 Months  2,813,568  2,259,350 

  6 to 12 Months  4,818,827  3,048,197 

  12 to 18 Months  493,371  182,799 

  18 to 24 Months  30,770  8,515 

  More than 24 Months  17,697  17,492 

Total  9,899,884  7,730,464 

10. Non-current assets held for sale 

At december 31, 2009 and december 31, 2008, the total 

amount of non-current assets held for sale includes foreclo-

sed assets and other tangible assets. 

11. Investments in associates

a) Breakdown

the breakdown, by company, of the balance of “investments is associates” (see note 2.b) is as follows:

 Participation in % Investiments
Results from companies accounted 

for by the equity method

Thousands of Reais 2009 2008 2009 2008 2009 2008 2007

norchem holding e negócios s.A. 21.75% 21.75%  24,056  21,186  2,870  1,899  2,950 

norchem Participações e consultoria s.A. 50.00% 50.00%  28,918  27,621  1,297  3,046  3,916 

companhia de crédito,  
financiamento e Investimento RcI Brasil 39.64% 39.59%  101,303  82,087  16,720  2,639  - 

companhia de Arrendamento  
Mercantil RcI Brasil 39.88% 39.88%  189,088  179,072  13,133  4,548  - 

celta holding s.A. 26.00% 26.00%  65,612  61,468  4,267  30,676  - 

ABn AMRo Brasil dois Participações s.A. (5)  -  -  -  -  126,442  -  - 

Real seguros vida e Previdência s.A.    
(current denomination of Real tokio  
Marine vida e Previdência s.A.) (4)

 - 49.99%  -  86,980  8,766  14,338  - 

diamond finance Promotora de vendas (5)  - 25.50%  -  787  106  564  - 

fonet Brasil s.A. (3) (5)  - 50.99%  -  7,644  (1,324)  (539)  - 

companhia Brasileira de Meios  
de Pagamento - visanet (2) (5)  - 14.87%  -  104,409  115,796  50,726  - 

cibrasec - companhia Brasileira  
de securitização (2) 13.64% 13.64%  10,145  9,933  475  (49)  (785)

tecban - tecnologia Bancária s.A. (5)  - 20.68%  -  32,044  531  271  (197)

companhia Brasileira  
de soluções e serviços - cBss (2) (5)  - 15.32%  -  20,364  6,335  3,892  - 

Interchange serviços s.A. (1)  - -  -  -  -  319  - 

Total  419,122  633,595  295,414  112,330  5,884 

(1) changes in the scope of consolidation and subsequently sold during 2008. 
(2) Although the participations were less than 20%, the bank presumed significant influence on such participations, which was evidenced due to the bank’s representation 
on the board of directors of investees, participation in policy-making process, including participation in decisions about dividends and material transactions between the bank and the investees. 
(3) Although the Bank possesses a minimum of 50% on each of these companies, they are not consolidated, as the Bank does not have control of such entities, either through veto rights or other 
shareholders’ agreement items.
(4) the company has become consolidated by the Bank, as part of the merger of santander seguros into the Bank, approved on August 14, 2009, as described in note 2.b. and 
incorporated by santander seguros in september 2009.  
(5) Investment sold in 2009.
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c) Impairment losses

no impairment was accounted with respect to investments in associates in 2009 or 2008. 

d) other disclosures

following is a summary of the financial information on the associates (obtained from the information available at the repor-

ting date).

Thousands of Reais 2009 2008

total assets 6,040,977 16,354,230 

total liabilities 5,087,708 14,099,847 

total revenues 605,491 5,883,440 

total profit 101,906 1,613,115 

12. Tangible assets

tangible assets of the Bank relate to property, plant and equipment for own use. the Bank does not have tangible assets 

held as investment property nor leased out under operating leases. the Bank is also not a part of any financial lease con-

tracts as of and during fiscal years ended december 31, 2009 and 2008. 

the detail, by class of asset, of the tangible assets in the consolidated balance sheets is as follows: 

Thousands of Reais Cost
Accumulated 
Depreciation

Impairment 
Losses Net Balance

land and buildings  1,961,109  (184,664)  (90,619)  1,685,826 

It equipment and fixtures  1,129,380  (624,970)  -  504,410 

furniture and vehicles  2,275,198  (662,038)  -  1,613,160 

construction in progress and other items  25,678  -  -  25,678 

Balances at December 31, 2008  5,391,365  (1,471,672)  (90,619)  3,829,074 

land and buildings  2,098,622  (220,186)  (86,053)  1,792,383 

It equipment and fixtures  1,233,776  (747,826)  -  485,950 

furniture and vehicles  2,068,058  (644,622)  -  1,423,436 

Balances at December 31, 2009  5,400,456  (1,612,634)  (86,053)  3,701,769 

b) changes

the changes in the balance of this item were as follows:

Thousands of Reais 2009 2008

Balance at beginning of year  633,595  54,565 

changes in the scope of consolidation  338,715  517,143 

disposals and capital reductions(1)  (698,988)  (3,098)

effect of equity accounting  295,414  112,330 

dividends paid  (153,181)  (46,384)

other  3,567  (961)

Balance at end of year  419,122  633,595 

(1) In 2009, the Bank made a disposal of investment of companhia Brasileira de Meios de Pagamentos -(visanet), 
tecban -tecnologia Bancária s.A. and companhia Brasileira de soluções e serviços -cBss accounting a net gain  
of R$3,315 million recorded in gains/losses on disposal of assets not classified as non-current asset held for sale.
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changes

the changes in “tangible assets” in the consolidated 

balance sheets were as follows:

Thousands of Reais 2009 2008

Cost:

Balances at beginning  
of the year

 5,391,365  2,539,531 

changes in the scope of consolidation 
(note 3)  5,524  1,344,375 

Additions/disposals (net)  5,781  1,509,306 

exchange differences and other items  (2,214)  (1,847)

Balances at end of the year  5,400,456  5,391,365 

Accumulated depreciation:

Balances at beginning  
of the year

 (1,471,672)  (1,336,134)

changes in the scope of consolidation 
(note 3)  (1,452)  - 

disposals  257,146  149,204 

charge for the year  (447,138)  (301,731)

exchange differences and other items  50,482  16,989 

Balances at end of the year  (1,612,634)  (1,471,672)

Impairment losses:

Balances at beginning  
of the year

 (90,619)  (92,427)

Impairment charge for the year  4,566  (28,129)

transfers and other changes  -  29,937 

Balances at end of the year  (86,053)  (90,619)

Tangible assets, net  3,701,769  3,829,074 

the depreciation expenses has been included in the line 

item “depreciation and Amortisation” in the income state-

ment. 

13. Intangible assets -Goodwill

the goodwill recorded is subject to impairment test at least 

annually or whenever there are indications of impairment. 

for this purpose, management estimates cash flow that is 

subject to several factors, including: (i) macro-economic pro-

jections of interest rates, inflation, exchange rate and other, 

(ii) the conduct and growth estimates (iii) increased costs, 

returns, synergies and investment plan, (iv) the behavior of 

customers, and (v) growth rate and adjustments applied to 

flows in perpetuity. the adoption of these estimates involves 

the likelihood of future events and changing some of these 

factors could have a different result. 

Based on the assumptions described above the tests carried 

out did not identify any impairment to the company’s 

goodwill in 2009.  

the breakdown of “goodwill” is as follows: 

Thousands of Reais 2009 2008

Banco ABn Amro Real s.A. 27,217,565 27,488,426 

Real seguros vida e Previdência 1,094,671 - 

28,312,236 27,488,426 

the changes of goodwill in december, 31 2009 and 2008 

were as follows:

Thousands of Reais 2009 2008

Balance at beginning of the year 27,488,426 - 

Acquisitions:

     Banco ABn Amro Real s.A. (1) 124,684 27,488,426 

      Real seguros vida e Previdência 1,094,671 - 

disposals:

     Banco ABn Amro Real s.A. (2) (395,545) - 

Balance at end of the year 28,312,236 27,488,426 

(1) Includes the adjusted amount of R$124,684 thousand in June 30, 2009, related to fair 
value«s final determination, as allowed by IfRs 3.
(2) It includes the partial write-off of the goodwill on investments on  ABn Amro Brasil dois 
Participações s.A. and companhia Brasileira de Meios de Pagamento - visanet.

14. Intangible assets -Other intangible assets

the breakdown of the balance of “other intangible assets” 

is as follows:
Thousands  
of Reais

Estimated 
Useful Life 2009 2008

With finite useful life: 

It developments 3 years  1,711,000  1,122,446 

customer 
relationship

 (1)  4,288,031  3,701,604 

other assets up to 5 years  237,517  11,684 

Accumulated 
amortization  (2,123,698)  (1,177,222)

Impairment losses  (807,147)  (151,651)

  3,305,703  3,506,861 

(1) Includes accrued payments related to the commercial partnership contracts with the priva-
te and public sectors to secure exclusivity for banking services of payroll credit processing and 
payroll loans, maintenance of collection portfolio, supplier payment services and other banking 
services. Banco Real’s customer relationship is amortized in 10 years and exclusivity contracts 
for provision of banking services are amortized over the term of the respective agreements. 
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the changes in “other intangible assets” were as follows: 

Thousands of Reais 2009 2008

Balance at beginning of year  3,506,861  1,799,182 

change in the scope of consolidation 
(note 3)  8,296  1,610,007 

Additions/disposals (net)  1,466,411  688,357 

Amortization  (801,474)  (544,274)

Impairment losses(1)  (859,216)  (52,002)

exchange differences and other changes 
(net)  (15,175)  5,591 

Balance at the end of year  3,305,703  3,506,861 

(1) In 2009, includes a provision for impairment losses over the purchase of contracts for 
providing banking services in the amount of R$818,843 thousand. this impairment was 
recognized due to: (i) change in the law of the portability of current accounts which allowed 
customers to choose the bank which they want to receive their salaries; (ii) reduction on the 
market value of contracts for provision of banking services; and (iii) the contracts termination 
experience. 

the amortization expenses has been included in the line 

item “depreciation and Amortization” in the income state-

ment. 

15. Other assets

the breakdown of the balance of “other assets” is as 

follows:

Thousands of Reais 2009 2008

transactions in transit  684,409  3,873 

Prepayments and accrued income  1,059,738  1,186,188 

other receivables  127,290  1,680,543 

  1,871,437  2,870,604 

16. Deposits from the Brazilian Central Bank and 
Deposits from credit institutions

the breakdown, by classification, type and currency, of the 

balances of these items is as follows:

Thousands of Reais 2009 2008

Classification:

other financial liabilities at fair value 
through profit or loss 1,795 307,376 

financial liabilities at amortized cost 21,195,959 26,510,219 

  of which:

      deposits from the Brazilian central 
Bank 240,113 184,583 

    deposits from credit institutions 20,955,846 26,325,636 

 21,197,754 26,817,595 

Type:

demand deposits 195,081 65,585 

time deposits 20,838,179 26,720,554 

Repurchase agreements 164,494 31,456 

 21,197,754 26,817,595 

Currency:

Real 10,706,908 9,711,892 

euro 236,572 979,026 

us dollar 10,004,349 12,957,208 

other currencies 249,925 3,169,469 

 21,197,754 26,817,595 

note 41-d contains a detail of the residual maturity periods of financial liabilities at amortized 
cost and of the related average interest rates.note 41 d contains a detail of the residual matu-
rity periods of financial liabilities at amortized cost and of the related average interest rates.

17. Customer deposits

the breakdown, by classification and type, of the balance of 

“customer deposits” is as follows:

Thousands of Reais 2009 2008

Classification:

financial liabilities at amortized cost 149,440,156 155,494,839 

 149,440,156 155,494,839 

Type:

demand deposits:

     current accounts 15,139,942 15,297,660 

     savings accounts 25,216,924 20,642,679 

time deposits 74,633,544 88,880,022 

Repurchase agreements 34,449,746 30,674,478 

 149,440,156 155,494,839 

note 41-d contains a detail of the residual maturity periods of financial liabilities at amortized 
cost and of the related average interest rates.
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18. Marketable debt securities

the breakdown, by classification and type, of the balance of “Marketable debt securities” is as follows:

Thousands of Reais 2009 2008

Classification:

financial liabilities at amortized cost 11,439,010 12,085,655 

 11,439,010 12,085,655 

Type:

Bonds outstanding 5,805,455 5,342,334 

notes and other securities 5,633,555 6,743,321 

Total 11,439,010 12,085,655 

  of which:

     securitization notes (Mt100) (1) 1,371,588 1,816,289 

     Agribusiness credit notes -lcA 1,231,260 2,016,367 

     Real estate credit notes -lcI 5,985,385 4,496,764 

(At december 31, 2009 and 2008, none of these issues was convertible into Bank shares or granted privileges or rights 

which, in certain circumstances, make them convertible into shares. 

note 41-d contains a detail of the residual maturity periods of financial liabilities at amortized cost and of the related 

average interest rates in each year.

the breakdown, by currency, of the balance of this account is as follows:

Thousands of Reais Average Interest Rate (%)

Currency: 2009 2008 2009 2008

Real  9,718,114  9,630,331 9.0% 10.19%

us dollar  1,671,530  2,455,324 3.3% 4.23%

euro  49,366  - 0.4%  - 

Balance at end of year  11,439,010  12,085,655 7.9% 8.98%

the changes in “Marketable debt securities” were as follows:

Thousands of Reais 2009 2008

Balance at beginning of year 12,085,655 2,805,417 

change in the scope of consolidation 
(note 3) - 4,077,492 

Issues 14,746,518 12,148,373 

Redemption (16,080,145) (8,378,657)

Interest 1,047,750 548,834 

foreign exchange (564,515) 356,261 

other 203,747 527,935 

Balance at end of year 11,439,010 12,085,655 

1) It includes the series 2004-1 in the amount of us$190 million (2008-us$277 million), with charges equivalent to 5.5% p.a., payable semiannually until september 2011, the series 2008-1 in 
the amount of us$190 million, with charges equivalent to 6.2% p.a., payable semiannually, with the principal payable in 10 installments between september 2010 to september 2015 and the 
series 2008-2 in the amount of us$300 million, with charges equivalent to libor (6 months) + 0.80 p.a., payable semiannually, with the principal payable in 10 installments between March 2010 
to september 2014 related to Payable for sale of right to receipt of future flow of payment orders receivable from foreign correspondent banks, the series 2009-1 in the amount of us$50 million, 
with charges equivalent to 2.8% p.a., payable semiannually, with the principal payable in 6 installments between March 2012 to september 2014 and the series 2009-2 in the amount of us$50 
million, with charges equivalent to 6.2% p.a., payable semiannually, with the principal payable between March 2013 to september 2019.
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the changes in “subordinated liabilities” were as follows:

2009 2008

Balances at beginning of year 9,197,429 4,210,224

change in the scope of consolidation (note 3) - 3,491,143

Issues 1,507,000 650,000

  subordinated certificates (maturity within May 2013 to May 2018 and index to cdI) - 282,500

  subordinated certificates (maturity within May 2013 to May 2018 and index to IPcA) - 267,500

  subordinated certificates (maturity in november 2014 and index to cdI) - 100,000

  subordinated certificates (maturity in May 2019 and 13,5% fixed interest rate) 1,507,000 -

Redemption 

  Quarterly interest payments (159,905) (126,802)

Interest 1,076,557 690,014

foreign exchange (316,636) 282,850 

Balances at end of year 11,304,445 9,197,429

note 41-d contains a detail of the residual maturity periods of subordinated liabilities at each year-end and of the related 

average interest rates in each year, 

20, Other financial liabilities

the breakdown of the balances of these items is as follows:

Thousands of Reais 2009 2008

credit card obligations 5,293,202 4,898,336 

unsettled financial transactions 2,060,835 3,107,531 

dividends payable 1,623,885 1,449,922 

tax collection accounts -tax payables 482,544 838,893 

other financial liabilities 727,698 390,490 

 10,188,164 10,685,172 

note 41-d contains a detail of the residual maturity periods 

of other financial assets and liabilities at each year-end, 

21, Provisions

a) Breakdown

the breakdown of the balance of “Provisions” is as follows:

Thousands of Reais 2009 2008

Provisions for pensions and similar 
obligations  1,096,799  1,078,916 

Provisions for commitments and other 
provisions (1)  8,383,463  7,836,329 

Provisions  9,480,262  8,915,245 

(1) Includes mainly provisions for taxes and others legal, civil and labor contingencies, 
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c) Provisions for pensions and similar obligations

i, supplemental Pension Plan

the Bank and its subsidiaries sponsor private pension entities 

and plans for the purpose of providing retirement and 

pension benefits that supplement those provided by govern-

ment, as defined in the basic regulations of each plan, 

  Banesprev - Fundo Banespa de Seguridade Social 

(Banesprev)

-Plan I: defined benefit plan fully defrayed by the Bank, 

covers employees hired on or after May 22, 1975, and 

those hired by May 22, 1975 who are also entitled to death 

benefits, 

-Plan II: defined benefit plan effective July 27, 1994, when 

the new text of the statutes and Basic Regulations of Plan 

II came into effect, Plan I participants who opted for the 

new plan began contributing 44,94% of the funding rate 

established by the actuary for each period, 

-Plan v: defined benefit plan fully defrayed by the Bank, 

covers employees hired on or after May 22, 1975, 

-supplemental Pension Plan: defined benefit plan created 

in view of the privatization of Banespa and is managed by 

Banesprev, this Plan, effective January 1, 2000, is provided 

only to employees hired until May 22, 1975, 

-Plan III: defined contribution covering employees hired on 

or after May 22, 1975, previously enrolled in Plans I and 

II, In this plan, contributions are made by both the sponsor 

and participants, 

-Plan Iv: defined contribution covering employees hired on 

or after november 27, 2000, in which the sponsor contribu-

tes only to risk benefits and administrative costs, 

  Sanprev - Santander Associação de Previdência 

(Sanprev)

-Plan I: defined benefit plan established on september 

27, 1979 as a defined benefit plan for employees of plan 

sponsors, and has been in the process of discontinuance 

since July 1, 1996, 

-Plan II: provides a risk coverage, temporary supplemental 

pension, disability retirement, lump-sum death benefit, su-

pplemental sick pay and birth grant, for employees of plan 

sponsors and is funded exclusively by the sponsors through 

monthly contributions corresponding to 1,16% of the total 

payroll, structured as a defined benefit plan, Monthly contri-

butions are apportioned as follows: 0,28% for risk benefits 

b) changes 

the changes in “Provisions” were as follows:

Thousands of Reais 2009 2008

Pensions

Provisions for 
commitments 

and other 
provisions(1) Total Pensions

Provisions for 
commitments 

and other 
provisions(1) Total

Balances at beginning of year  1,078,916  7,836,329  8,915,245  777,639  4,038,682  4,816,321 

net change in the scope of 
consolidation (note 3)  -  96,459  96,459  273,423  4,570,516  4,843,939 

Additions charged to income:

  Interest expense and similar 
charges (note 30)  100,567  -  100,567  91,437  -  91,437 

  Personnel expenses (note 37)  36,534  -  36,534  45,060  -  45,060 

  Additions to provisions  43,464  3,437,229  3,480,693  18,359  1,211,958  1,230,317 

Payments to pensioners and early 
retirees with a charge to internal 
provisions

 (35,752)  (35,752)  (33,054)  -  (33,054)

Payments to external funds  (130,095)  -  (130,095)  (93,948)  -  (93,948)

Amount used  (2,726,181)  (2,726,181)  -  (2,142,761)  (2,142,761)

transfers, exchange differences and 
other changes  3,165  (260,373)  (257,208)  -  157,934  157,934 

Balances at end of year  1,096,799  8,383,463  9,480,262  1,078,916  7,836,329  8,915,245 

(1) Includes, primarily, legal obligations, tax and social security, labor and civil contingencies,
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and 0,88% for the administrative program, 

-Plan III: provides period-certain annuity and monthly life 

annuity for employees of contributing sponsors and is 

structured as a defined contribution plan, whereby contri-

butions are freely made by participants starting at 2% of 

the contribution salary, 

  Holandaprevi

defined contribution plan, In June 2009, the holandaprevi 

Pension Plan was redesigned to offer to the employees 

of the santander the contribution to which is shared by 

the employee and the company, holandaprevi is a private 

pension entity engaged in providing social security benefit 

plans which are supplementary to the government social 

security plan, in accordance with prevailing legislation, 

  Previban

defined benefit plan, managed by Previban -Previdência 

Privada Paraiban, sponsored by Banco santander, whose 

participants are the former employees of Banco da Paraíba 

s,A, -Paraiban, this plan is closed to new entrants and is in 

process of withdrawal of sponsoring, 

  Bandeprev

defined benefit plan, sponsored by Banco santander and 

managed by Bandeprev -Bandepe Previdência social, the 

plans are divided into basic plan and special plan, with 

different eligibility requirements, contributions and benefits 

by subgroups of participants, Both plans are closed to new 

entrants, As a result of the spin-off of Banco de Pernambu-

co s,A, – Bandepe’s operations and subsequent merger into 

Banco Real,, the employees of Bandepe were transferred to 

Banco Real on May 1, 2006, 

  Fasass

In June, 2009, after the approval of the supplementary 

Pension Plan secretariat (sPc), the individual reserves of 

defined benefit and variable contribution private pension 

plans, under the responsibility of funda ‹o AmŽrica do sul 

de Assist ncia e seguridade social (fAsAss), were trans-

ferred to the private pension plan company which is not a 

member of the santander , the purpose of this operation 

is to offer to the assisted members and beneficiaries the 

option of receiving a benefit equivalent to that of the PgBl 

(pension plan similar to a life insurance), in view of the 

cancellation of the sponsorship by the Bank, approved by 

sPc on february 27, 2009, for the members who joined the 

new plans (PgBls), Banco santander transferred R$26,963, 

with financial settlement in July 2009, to form the Mathe-

matical Reserve for Benefits granted, 

  Others

Banco santander s,A, is the sponsor of pension plans for 

associated employees, structured as defined benefit plans, 

ii, Actuarial techniques

the amount of the defined benefit obligations was determi-

ned by independent actuaries using the following actuarial 

techniques: 

 Valuation method 

Projected unit credit method, which sees each year of 

service as giving rise to an additional unit of benefit entitle-

ment and measures each unit separately, 

 Nominal discount rate for actuarial obligation

-  Banesprev -Plan v and other Plans -11.1% (2008 

-11.07%),

-  Banesprev -supplementary Pension Plan -11.1% (2008 

-14.9%),

-  sanprev -11.1% (2008 -12.5%),

-  Bandeprev, holandaprevi e Previban -11.1% (2008 

-10.3%),

 Expected rate of return on plan assets

-  Banesprev -Plan I -12.1% (2008 -12.9%),

-  Banesprev -Plan II -12.5% (2008 -12.9%),

-  Banesprev -Plan III -12.5% (2008 -12.9%),

-  Banesprev -Plan Iv -10.6% (2008 -12.5%),

-  Banesprev -supplementary Pension Plan -11.1% (2008 

-14.9%),

-  Banesprev -Plan v -10.8% (2008 -16.5%),

-  sanprev -10.6% (2008 -10.6%),

-  Bandeprev -10.0% (2008 -12.1%), holandaprevi 9.7% 

and Previban -11.7% (Previban and holandaprevi for 

2008 -11.8%),
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 Estimated long-term inflation rate

-  sanprev -All Plans -4.2% (2008 -4,0%),

-  Banesprev, Bandeprev and holandaprevi -4.2% (2008 

-4.0%),

-  Previban -4.0% (2008, 4.0%),

 Estimate salary increase rate

-  Banesprev -Plans I to v and other Plans -4.7% (2008, 

4.0%),

-  Bandeprev and holandraprevi -4.7% (2008, 1.0%),

-  Previban -null growth, as they do not have active partici-

pants,

-  sanprev -4.7% (2008, 4.2%),

 Estimated benefit increase rate

-  Banesprev -4.2% (2008, 4.0%),

-  Previban -4.0% (2008 -0%)

- holandaprevi -4.2% (2008, 4.0%),

- Bandeprev -4.2% (2008, 4.0%),

- sanprev -4.2% (2008, 4.0%),

 General mortality biometric table

-  Banesprev, sanprev, holandaprevi, Bandeprev and others 

plans -At-2000,

-  Previban -uP-94 segregated by sex,

  Disability biometric table and disability mortality 

table

-  Banesprev, sanprev, holandaprevi and Previban -Mercer 

disability table,

-  Bandeprev -Mercer disability entrance table,

 Expected Turnover table

-  Banesprev -Plan v (0,1/length os service + 1) until 50 

years of age, (there was no change since 2008 for this 

criteria), 

-  Banesprev -Plan II -2.0% (2008, 2.0%), 

-  Banesprev -supplementary Pension Plan and other Plans 

-0%, 

-  sanprev -0%, 

-  holandaprevi segregated by age according to the rates 

below, by minimum wage (MW): up to 10 MW -10% 

(under 30 years old) or 9% (between 30 and 35 years 

old); from 10 MW to 20 MW -9% (under 30 years old) 

or 8% (between 30 and 35 years old); and above 20 

MW -8% (under 30 years old) or 7% (between 30 and 

35 years old), (there was no change in this criteria since 

2008), 

-  Bandeprev, segregated by age and wage, as follow: upt to 

10 MW = 0,45/(length of service+ 1); from 10 MW to 20 

MW = 0,30/(length of service + 1); and above 20 MW = 

0,15/(length of service + 1), (there were no changes for 

this criteria since 2008), 

-  Previban null turnover table, due to absense of active par-

ticipants, (there was no change in this criteria since 2008), 

  Probability of retirement: 

100% upon first eligibility,

iii, health and dental care Plan

  Cabesp - Caixa Beneficente dos Funcionários do 

Banco do Estado de São Paulo S,A, 

the Bank contributes to cabesp, an entity that covers 

health and dental care expenses of employees hired until 

Banespa privatization in 2000, 

  Holandaprevi’s retirees

holandaprevi’s retirees’ health care plan is a lifetime 

benefit and receives a subsidy of 30% of the basic plan 

cost from the sponsor, payable only to beneficiaries 

entitled to the benefits through december 31, 2002, 

costing is made directly by the sponsor, 

  Former employees of Banco Real S,A, (retiree by 

Circulares) 

the health care plan of the former employees of Banco 

Real is a lifetime benefit and receives a subsidy of 90% of 

the basic plan cost from the sponsor, 

  Bandeprev’s retirees

the health care plan of Bandeprev’s pension plan benefi-

ciaries is a lifetime benefit, for which the Bank is res-

ponsible for defraying 50% of the benefits of employees 

retired before the date the sponsor Banco de Pernambuco 

s,A, -Bandepe was privatized and 30% of the benefits of 

employees retired after privatization, 
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  Officer with lifetime benefits

lifetime health care benefit granted to former officers of 

Banco sudameris Brasil s,A, who held an officer position 

at Banco sudameris Brasil s,A, for a period of ten years or 

more (closed group), With the merger of Banco sudameris 

Brasil s,A,, Banco Real became responsible for ensuring 

the benefit, 

  Plasas -Supplementary Health Plan

voluntary health plan, created on July 1, 1989, supple-

mentary to the health care plan and only for cases of 

hospitalization, It includes a reserve made up by partici-

pants’ and fasass’ contributions, which are suspended 

since August 1999, the Plan is closed to new entrants 

since July 1999, 

  Life insurance for Banco Real’s retirees

clife insurance policy for former employees of Banco 

Real, upon the death of the beneficiary, his/her dependent 

receives a lump-sum death benefit and, upon the death 

of the beneficiary’s spouse, the beneficiary receives 50% 

of such amount, Banco Real subsidizes 45% of the total 

premium (closed group), 

  Free clinic

the health care plan “free clinic” is a lifetime plan offered 

to the retirees who have contributed to funda ‹o suda-

meris for at least 25 years and is funded by the users, the 

plan is offered only for hospitalization in wards, 

during 2009, the Bank recognized an expense of R$36,534 

thousand (2008 -R$33,166 thousand and 2007 -R$ 3,919 

thousand) related to contributions to pension funds (note 37), 

the funding status of the defined benefit obligations in 2009 and 2008 is as follows:

Thousands of Reais Post-Employment Plans Other Similar Obligations

2009 2008 2009 2008

Present value of the obligations:             

to current employees  1,078,765  954,321  23,053  26,806 

vested obligations to retired employees  12,644,915  11,676,568  3,842,505  2,684,670 

to early retirees  -  -  -  44 

  13,723,680  12,630,889  3,865,558  2,711,520 

Less:       

  fair value of plan assets  13,324,387  12,390,745  3,683,450  2,897,569 

  unrecognized actuarial (gains)/losses  223,152  (180,135)  282,858  (223,100)

  unrecognized assets  (619,308)  (378,950)  (402,457)  (242,636)

  unrecognized past service cost  358  -  -  - 

Provisions – Provisions for pensions  795,091  799,229  301,707  279,687 

the amounts recognized in the consolidated income statement in relation to the aforementioned defined benefit obligations 

are as follows: 

Thousands of Reais Post-Employment Plans Other Similar Obligations

2009 2008 2009 2008

current service cost  22,051  21,284  14,483  23,776 

Interest cost  1,362,265  1,362,586  307,459  311,758 

expected return on plan assets  (1,291,696)  (1,278,663)  (277,461)  (304,244)

extraordinary charges:       

   Actuarial (gains)/losses recognized in the year  36,552  16,726  6,857  - 

   Past service cost  57  -  -  - 

   early retirement cost  -  -  -  1,633 

Total  129,229  121,933  51,338  32,923 
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the changes in the present value of the accrued defined benefit obligations were as follows:

Thousands of Reais Post-Employment Plans Other Similar Obligations

2009 2008 2009 2008

Present value of the obligations at beginning of year  12,630,889  10,003,684  2,711,520  2,786,388 

change in the scope of consolidation (note 3)  1,372,869  291,755 

current service cost  22,051  21,284  14,483  23,776 

Interest cost  1,362,265  1,362,586  307,459  311,758 

early retirement cost  -  -  -  1,633 

Benefits paid  (1,394,064)  (922,771)  (178,875)  (157,266)

Past service cost  -  -  - 

Actuarial (gains)/losses  1,102,539  931,691  1,010,971  (539,867)

other  (138,454)  (6,657)

Present value of the obligations at end of year  13,723,680  12,630,889  3,865,558  2,711,520 

the net inclusion of entities in the Bank mainly relates to Banco Real.

the changes in the fair value of the plan assets were as follows:

Thousands of Reais Post-Employment Plans Other Similar Obligations

2009 2008 2009 2008

fair value of plan assets at beginning of year  12,390,745  10,117,296  2,897,569  2,782,114 

change in the scope of consolidation (note 3) *  -  1,574,595  -  93,401 

expected return on plan assets  1,291,696  1,278,663  277,461  304,244 

Actuarial gains/(losses)  684,445  230,194  638,240  (169,057)

contributions  106,837  83,055  42,751  41,487 

  of which:

     By the Bank (1)  84,495  67,513  37,635  36,021 

     By plan participants  22,341  15,542  5,116  5,466 

Benefits paid  (1,149,336)  (893,058)  (172,572)  (153,225)

exchange differences and other items  -  -  (1,395)

Fair value of plan assets at end of year  13,324,387  12,390,745  3,683,450  2,897,569 

* the net inclusion of entities in the Bank relates mainly to Banco Real in 2008 (note 3).

In 2010 the Bank expects to make contributions to fund 

these obligations for amounts similar to those made in 

2009. 

the main categories of plan assets as a percentage of total 

plan assets are as follows: 

 2009 2008

equity instruments 2.55% 5.47%

debt instruments 96.58% 92.85%

Properties 0.12% 0.10%

other 0.75% 1.58%

the expected return on plan assets was determined on 

the basis of the market expectations for returns over the 

duration of the related obligations. 

the following table shows the estimated benefits payable at 

december 31, 2009 for the next ten years: 
Thousands of Reais

2010 1,264,185

2011 1,309,276

2012 1,364,315

2013 1,420,332

2014 1,476,617

2015 a 2019 8,220,000

15,054,725
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d) Provisions for commitments and other provisions

Banco santander s.A. and its subsidiaries are parties to 

judicial and administrative proceedings involving tax, civil 

and labor matters arising in the normal course of their 

business. 

Provisions were recognized based on the nature, complexity 

and history of the lawsuits, and the opinion of the in-house 

and outside legal counsel. santander’s policy is to accrue 

the full amount of lawsuits whose likelihood of unfavorable 

outcome is probable. 

legal obligations -tax and social security were fully recogni-

zed in the financial statements. 

Management understands that the recognized provisions 

are sufficient to cover probable losses on the lawsuits. 

i. legal obligations and tax and social security contingen-
cies 

In november 2009, the Bank and its controlled entities 

joined the program of installments and payment of tax 

debts and social security established by law 11941/2009. 

the main processes included in this program were: (i) 

deductibility of csll, in which the entities were claiming 

the deduction of csll in the calculation of IRPJ. (ii) lawsuit 

filed by several companies of the consolidated challenging 

the application of an increased csll rate (18% -30%) for 

financial institutions as compared to the rate for non-finan-

cial companies (8% -10) and (iii) concurrency IRPJ, in which 

ABn leasing intended to reconcile for income tax deprecia-

tion expense in the same period of recognition of revenue 

from leasing consideration. 

considering the rules established in this law, the accoun-

ting effects of tax and social security contingencies included 

as cash payment, were recorded at the time of entry into 

the program. As a result, was settled contingent tax liabili-

ties in the amount of R$ 1,344,860 through the payment 

(R$ 422,857) and the conversion of guarantee deposits (R$ 

731,160). It was recorded in the income of the year a net 

gain of R$ 207,603 before taxes. It was not used tax loss 

carryforwards or social contribution in the settlement of 

these tax debts as authorized by the law. 

the Bank and its subsidiaries also accepted to split the 

tax debts and social security, which may be settled at a 

later date after the formal consolidation of debts, to be 

held by the federal Revenue service, under the rules of the 

program. thus, no accounting effect was recognized in the 

case of this kind of a split as it was not possible to identify 

and 

the federal Revenue service, under the rules of the 

program. thus, no accounting effect was recognized in the 

case of this kind of a split as it was not possible to identify 

and quantify the processes to be included in the program 

and its accounting effects. 

the main judicial and administrative proceedings involving 

tax and social security obligations that remain after the 

application of law n¡11.941/09 are: 

-  PIs and cofins -R$3,734,078 thousand (2008 

-R$2,210,489 thousand): lawsuit filed by several compa-

nies of the conglomerate against the provisions of article 

3, paragraph 1 of law no. 9718/98, pursuant to which 

PIs and cofIns must be levied on all revenues of legal 

entities. Prior to said provisions, already overruled by 

several recent decisions by the federal supreme court, PIs 

and cofins were levied only on revenues from services and 

sale of goods. 

-  csll -equal tax treatment -R$258,985 thousand (2008 

-R$ 502,948 thousand) -lawsuit filed by several compa-

nies of the consolidated challenging the application of an 

increased csll rate (18% -30%) for financial institutions 

as compared to the rate for non-financial companies (8% 

-10%). these proceedings were not subject of the applica-

tion of law n¡11.941/09. 

-  Increase in csll tax rate -R$548,550 thousand (2008 

– 136,853 thousand) -the Bank and other companies 

of the conglomerate filed for an injunction to avoid the 

increase in the csll tax rate established by executive Act 

413/2008, converted into law 11.727/2008. financial ins-

titutions were subject to a csll tax rate of 9%, however 

the new legislation established a 15% tax rate. 

-  service tax (Iss) -financial Institutions -R$268,845 

thousand (2008 -R$279,554 thousand): refers to adminis-

trative and judicial proceedings with several municipalities 

that require the payment of Iss on several revenues from 

operations that usually do not qualify as service provision. 

-  social security contribution (Inss) -R$209,045 thousand 

(2008 -R$163,896 thousand): refers to administrative and 
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judicial proceedings on several companies seeking collec-

tion of social security contribution and salary premium for 

education on amounts that normally are not of a salary 

nature. 

-  Allowance for doubtful accounts -R$209,559 thousand 

(R$205,714 thousand) -collection of IRPJ and csll levied 

on the allowance for doubtful accounts, arising from 

the deduction, considered undue by tax authorities, in 

calendar 1995, alleging that the tax criteria in effect at the 

time were not complied with. 

ii. labor contingencies 

these are lawsuits brought by labor unions and former 

employees claiming labor rights they understand are due, 

especially payment for overtime and other labor rights, 

including retirement benefit lawsuits. 

for labor claims considered to be similar and usual, pro-

visions are recognized based on the history of payments 

made. labor claims that do not fit into the previous crite-

rion are accrued according to the escrow deposits made for 

the lawsuits or are assessed individually, and provisions are 

recognized based on the status of each lawsuit, law and 

previous court decisions according to the assessment of the 

likelihood of a favorable outcome, and the risk assessment 

made by the legal counsel. 

iii. civil contingencies 

lawsuits for indemnity seek indemnity for property damage 

and/or moral, relating to the consumer relationship on 

matters related to credit cards, bank accounts, collection 

and loans. there are also collection lawsuits related to 

the elimination of inflation effects in savings and escrow 

deposit accounts deriving from the economic Plans (Bresser, 

ver‹o, collor I and II) and other matters. 

for civil lawsuits considered to be similar and usual, pro-

visions are recognized based on the history of payments 

made. civil lawsuits that do not fit into the previous 

criterion are accrued according to the individual assessment 

made, and provisions are recognized based on the status 

of each lawsuit, law and previous court decisions according 

to the assessment of the likelihood of a favorable outcome, 

and the risk assessment made by the legal counsel. 

on september 1, 2009, the Bank reached an settlement 

with the non-controlling stockholders of the extinct Banco 

noroeste related to the lawsuits filed against the corporate 

events that occurred in 1998 and 1999 and the lawsuits 

were terminated. this settlement and the resulting termina-

tion of the lawsuits have already been confirmed by courts. 

iv. other lawsuits under the responsibility of former con-
trolling stockholders 

Refer to tax, labor and civil lawsuits in the amounts of 

R$430,357, R$61,141 and R$33,601 (2008 -R$459,291, 

R$137,861 and R$57,386), with responsibility of the 

former controlling stockholders of the acquired entities. the 

lawsuits have guarantees under the agreements signed at 

the time of the acquisitions in the amount of R$525,099 

(2008 R$654,538). these lawsuits have no effects on the 

balance sheet. 

v. contingent liabilities classified as possible loss risk 

Refer to judicial and administrative proceedings involving 

tax, civil and labor matters assessed by the legal counsels 

as possible losses, which were not accounted for. the main 

lawsuits are: 

-  cPMf (tax on banking transactions) on customer opera-

tions -in May 2003, the federal Revenue service issued 

an Infraction notice against santander distribuidora de 

t’tulos e valores Mobiliários ltda. (santander dtvM), 

actual Produban servi os técnicos de Informática s.A. and 

another Infraction notice against the former Banco san-

tander Brasil s.A., both in the amount of R$290 million. 

the notices refer to the collection of a cPMf tax credit on 

transactions conducted by santander dtvM in the ma-

nagement of its customers’ funds and clearance services 

provided by the Bank to santander dtvM, according to 

the agreement between these two companies, in 2000, 

2001 and the first two months of 2002. Both companies 

consider that the tax treatment adopted was adequate 

since said transactions were subject to cPMf at zero rate. 

the Board of tax Appeals judged the administrative proce-

edings, annulling the infraction notice of santander dtvM 

and confirming the infraction notice of the Bank. It is 

awaiting a trial filed by the bank, in face of order dismis-

sing the continuity of the appeal. the updated amount of 

each proceeding is approximately R$515 million. 

-  IRPJ and csll on Reimbursement arising from contractual 

guarantees – in december 2007, the federal Revenue 
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service issued an Infraction notice in the amount of R$320 

million against Banco santander s.A. the notice refers 

to the collection of IRPJ and csll for tax year 2002 on 

amounts reimbursed by the former controlling stockholder 

of Banco santander s.A. for payments made by the Bank 

that were the responsibility of the controlling stockholder. 

the federal Revenue service understood that the amount 

deposited in favor of santander s.A. is not a reimbursement 

but a taxable income. the Bank has filed an administrative 

defense and the decision was unfavorable. the updated 

amount of each proceeding is approximately R$381 million. 

-  losses on lending operations -Administrative collection by 

the federal Revenue service in view of the deduction from 

the IRPJ and csll basis of losses on lending operations 

once they would not have met the conditions and terms 

laid down in the current legislation. the updated amount 

involved is approximately R$224 million. 

-  csll -unconstitutionality -noncompliance with the 

amnesty established by law 9.779/1999 -claims that 

entities that joined the amnesty failed to comply with the 

requirements of such law, alleging that such entities were 

not supported by an injunction for all periods paid (1989 

to 1999). the judicial and administrative proceedings 

are awaiting judgment. the updated amount involved is 

approximately R$165 million. 

-  csll -equal tax treatment -Amendment 10/96 -lawsuit 

regarding the difference in social contribution tax rate 

applied to financial institutions and equivalent entities in 

the first half of 1996, as such tax rate was higher than 

the rates applied to other legal entities, which is contrary 

to the precedence and non-retroactivity constitutional 

principle. there is a lawsuit awaiting judgment and other 

appeals pending decisions. the adjusted amount involved 

is approximately R$162 million. 

-  csll -final and unappealable decision -this lawsuit claims 

the right not to recognize the tax credit claimed by the 

federal Revenue service related to alleged irregularities 

in the payment of csll, as the entity was granted a 

favorable final and unappealable decision that overrules 

the collection of csll under law 7.689/1988 and law 

7.787/1989. the appeals filed with the federal Regional 

court are awaiting a decision. the amount involved 

adjusted for inflation is approximately R$148 million. 

-  semiannual Bonus or Profit sharing -labor lawsuit relating 

to the payment of a semiannual bonus or, successively, 

profit sharing to retired employees from the former Banco 

do estado de s‹o Paulo s.A. -Banespa, hired by May 22, 

1975. this lawsuit was filed by Banespa’s Retirees Asso-

ciation and was judged by the superior labor court and 

the Bank has filed an appeal. the involved amount is not 

disclosed due to the current stage of the lawsuit and the 

possibility of affecting its progress. 

-  Addition to the Price on the Purchase of shares of Banco 

do estado de s‹o Paulo s.A. -Banespa -filed an ordinary 

action claiming the inexistence of legal relationship 

before the national treasury in relation to item 3.1 of the 

Banespa’s share Purchase and sale Agreement. such item 

provided for the payment of an addition to the minimum 

price should Banespa be released from the tax contin-

gency recognized at the time of the privatization upon the 

setting of the minimum price. After an unfavorable lower 

court decision, on April 23, 2008, the 1st Region federal 

court accepted the appeal filed by the Bank and declared 

undue the collection. the updated amount involved is 

approximately R$345 million. 

22. Other liabilities

the breakdown of the balance of “other liabilities” is as 

follows:

Thousands of Reais 2009 2008

Accrued expenses and deferred income  1,751,717  2,026,316 

transactions in transit  349,097  336,265 

other  2,126,954  1,164,381 

  4,227,768  3,526,962 
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23. Tax matters

a) Income and social contribution taxes

the total charge for the year can be reconciled to accoun-

ting profit as follows:

Thousands of Reais 2009 2008 2007

Income before taxes, net of profit sharing  8,137,129  2,548,833  2,687,141 

Interest on capital(1)  (825,122)  (480,000)  (527,600)

unrealized profits  (4,707)  (1,335)  - 

Income before taxes  7,307,300  2,067,498  2,159,541 

total income and social contribution tax at the rates of 25% and 15%, respectively (*)  (2,922,920)  (826,999)  (734,244)

PIs and cofIns (net of income and social contribution taxes) (2)  (993,057)  (492,554)  (389,984)

equity in subsidiaries  118,166  44,932  2,001 

goodwill  1,519,094  375,542  303,178 

nondeductible expenses and provisions  32,865  (74,441)  63,150 

exchange variation -foreign branches (3)  (634,492)  681,453  (28,899)

effect of income and social contribution taxes on prior year’s temporary differences  157,493  125,311  26,664 

effects of change in tax rate and result in subsidiaries at the rate of 9%  67,176  (9,221)  - 

other adjustments  26,510  5,770  (26,008)

Income and social contribution taxes  (2,629,165)  (170,207)  (784,142)

  of which:

     current tax  (3,650,660)  (1,173,722)  (749,295)

     deferred taxes  1,021,495  1,003,515  (34,847)

taxes paid in the year  (1,973,257)  (918,677)  (392,791)

(*) 25% and 9% for 2007,  

(1) Amount distributed to shareholders as interest attributable to shareholders’ equity, for 
accounting purposes, although the interest should be reflected in the statement of income 
for tax deduction, the charge is reversed before the calculation of the net income in the 
statutory financial statements and deducted from the shareholders’ equity since is considered 
as dividend, 
(2) PIs and cofIns are considered a profit-base component (net basis of certain revenues and 
expenses), therefore and accordingly to IAs 12 it is recorded as income taxes, 
(3) Relates to the net loss in 2009 and net gain in 2008 arising from the economic hedge 
of the Bank’s position in cayman, which is a non-autonomous subsidiary, offset by a loss 
recorded on “gain/losses on financial Assets and liabilities (net)”, see note 34, 

b) effective tax rate calculation

the effective tax rate is as follows:

Thousands of Reais 2009 2008

Profit Before taxes  8,137,129 2,548,833

Income tax  2,629,165 170,207

effective tax rate (1) 32.31% 6.68%

(1)  In 2009 and 2008, considering the tax effect of the exchange variation over foreign bran-
ches and the economic hedge, accounted in the gains/losses on financial assets and liabilities 
(note 34) the effective tax rate would have been 23,2% and 25,0%, respectively,

c) tax recognized in equity

In addition to the income tax recognized in the consolida-

ted income statement, the Bank recognized the following 

amounts in consolidated equity: 

Thousands of Reais 2009 2008

Tax credited to equity  170,038  463,203 

      Measurement of available-for-sale 
fixed-income securities  -  463,203 

      Measurement of available-for-sale 
equity securities  20,187  - 

      Measurement of cash flow hedges  149,851  - 

Tax charged to equity  (568,155)  (165,996)

      Measurement of non-current assets 
held for sale  (19,397)  - 

      Measurement of available-for-sale 
fixed-income securities  (548,758)  - 

      Measurement of cash flow hedges  -  (165,996)

Total  (398,117)  297,207 
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d) deferred taxes

the detail of the balances of “tax assets – deferred” and “tax liabilities – deferred” is as follows:

Thousands of Reais 2009 2008

tax assets 13,617,159 11,769,157 

  of which:

     tax loss carryforwards 1,669,755 1,377,470 

     temporary differences (1) 11,947,404 10,391,687 

tax liabilities 3,867,857 3,130,894 

  of which:

      excess depreciation of leased assets 2,153,120 1,156,283 

      Adjustment to fair value of trading 
securities and derivatives 1,714,737 1,372,552 

the changes in the balances of “tax Assets – deferred” and “tax liabilities – deferred” in the last two years were as 

follows:

Thousands of Reais

Balances at 
December 

31, 2008

(Charge)/ 
Credit to 

Income

Charge/
Credit to 

Asset and 
Liability 

Revaluation 
Reserve

Acquisitions for 
the Year (Net)

Balances at 
December 31, 

2009

deferred tax assets  11,769,157  1,753,146  107,989  (13,133)  13,617,159 

deferred tax liabilities  3,130,894  731,651  3,960  1,352  3,867,857 

Total  8,638,263  1,021,495  104,029  (14,485)  9,749,302 

Thousands of Reais

Balances at 
December 

31, 2007

(Charge)/ 
Credit to 

Income

Charge/Credit to 
Asset and Liability 

Revaluation 
Reserve

Acquisitions for 
the Year (Net)

Balances at 
December 

31, 2008

deferred tax assets  4,073,205  2,224,953  45,185  5,425,814  11,769,157 

deferred tax liabilities  1,452,640  1,221,438  (491,031)  947,847  3,130,894 

Total  2,620,565  1,003,515  536,216  4,477,967  8,638,263 

(1) temporary differences relate mainly to impairment losses on loans and receivables and contingent liabilities.

2332009 AnnuAl RePoRt IfRs fInAncIAl stAteMents 



a) Breakdown

the detail, by company, of the balance of “equity -Minority interests” is as follows:

Thousands of Reais 2009 2008

Agropecuária tapirapé s.A.  63  60 

Banco ABn AMRo Real s.A.  -  80 

Banco commercial e de Investimento 
sudameris s.A.  -  3,977 

Real leasing s.A. Arrendamento Mercantil  910  819 

Real chP s.A.  297  334 

Brasil foreign diversified Payment Rights 
finance company  67  - 

other companies  1  9 

  1,338  5,279 

Profit for the year attributed to 
minority interests  358  231 

of which:

Agropecuária tapirapé s.A.  3  - 

Banco commercial e de Investimento 
sudameris s.A.  -  206 

Real leasing s.A. Arrendamento Mercantil  94  19 

Real chP s.A.  261  - 

other companies  -  6

b) changes

the changes in the balance of “Minority interests” are summarized as follows:

Thousands of Reais 2009 2008

Balance at beginning of year  5,279  57 

change in the scope of consolidation 
(note 3)  (4,299)  4,991 

Profit for the year attributed to minority 
interests  358  231 

Balance at end of year  1,338  5,279

24. Minority interests

“Minority interests” include the net amount of the equity of subsidiaries attributable to equity instruments that do not 

belong, directly or indirectly, to the Bank, including the portion attributed to them of profit for the year. 
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25. Valuation adjustments

the balances of “valuation adjustments” include the 

amounts, net of the related tax effect, of the adjustments 

to assets and liabilities recognized temporarily in equity 

stated in the statement of changes in equity and recognized 

income and expense until they are extinguished or realized, 

when they are recognized in the consolidated income 

statement. the amounts arising from subsidiaries and jointly 

controlled entities are presented, on a line by line basis, in 

the appropriate items according to their nature. 

It should be noted that the statement of recognized income 

and expense includes the changes to “valuation adjust-

ments” as follows: 

  Revaluation gains/losses: includes the amount of the 

income, net of the expenses incurred in the year, recogni-

zed directly in equity. the amounts recognized in equity in 

the year remain under this item, even if in the same year 

they are transferred to the income statement or to the 

initial carrying amount of the assets or liabilities or are 

reclassified to another line item. 

  Amounts transferred to income statement: includes the 

amount of the revaluation gains and losses previously 

recognized in equity, even in the same year, which are 

recognized in the income statement. 

  Amounts transferred to the initial carrying amount of 

hedged items: includes the amount of the revaluation 

gains and losses previously recognized in equity, even in 

the same year, which are recognized in the initial carrying 

amount of assets or liabilities as a result of cash flow 

hedges. 

  other reclassifications: includes the amount of the 

transfers made in the year between the various valuation 

adjustment items. 

the amounts of these items are recognized gross, inclu-

ding the amount of the valuation adjustments relating to 

minority interests, and the corresponding tax effect is pre-

sented under a separate item, except in the case of entities 

accounted for using the equity method, the amounts for 

which are presented net of the tax effect. 

a) Available-for-sale financial assets

this item includes the net amount of unrealized changes 

in the fair value of assets classified as available-for-sale 

financial assets. 

the changes in the balance at december 31, 2009 with 

respect to the previous year relate mainly to the increase 

arising from the gain of unrealized gains that were recogni-

zed in equity at 2008 year-end. 

b) cash flow hedges

this item includes the gains or losses attributable to 

hedging instruments that qualify as effective hedges. these 

amounts will remain under this heading until they are 

recognized in the consolidated income statement in the 

periods in which the hedged items affect it (see note 41-a). 

Accordingly, amounts representing valuation losses will 

be offset in the future by gains generated by the hedged 

instruments. 

26. Shareholders’ equity

a) capital

According to the bylaws, the Bank’s capital may be increa-

sed to the limit of authorized capital, regardless of statu-

tory, by resolution of the Board of directors and through the 

issuance of up to 500 billion new shares, within the limits 

legally established as the number of preferred shares. Any 

increase in capital in excess of this limit will require the 

approval of the stockholders. the paid-up capital is repre-

sented as follows: 
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on october 13 2009 as a result of the global share 

offering the capital of Banco santander was increased by 

525 000.000 units (totaling 55 125 000 thousand shares 

out of which 28,875,000 thousand are common shares 

and 26,250,000 thousand are preferred shares), each unit 

represents 55 common shares and 50 preferred shares, 

all registered shares, without par value. on october 29, 

2009 the number of shares initially offered in the global 

share offering was increased by 6.85%, i.e., 35,955,648, 

(3,775,343 thousand shares, of which 1,977,561 thousand 

are ordinary shares and 1,797,782 thousand are preferred 

shares). the capital increase totaled R$ 12,988,842 net of 

issuances costs of R$ 193,616. 

the extraordinary shareholders’ Meeting held on August 

14, 2009 approved the capital increase of Banco santan-

der in the amount of R$2,471,413, with the issuance of 

14,410,886 thousand shares (7,710,343 thousand are 

common shares and 6,700,543 thousand are preferred 

share) ,all of them registered and without par value, related 

to the share merger of santander seguros, santander Brasil 

Asset and BcIs. 

the extraordinary stockholders’ Meeting held on August 

29, 2008 approved the increase in Banco santander’s 

total capital from R$38,920,753, of which R$38,020,753 

were allocated to capital and R$900,000 to capital 

Reserves, through the issuance of 189,300,327 thousand 

shares, (101,282,490 thousand are common shares and 

88,017,837 thousand are preferred shared), without par 

value, related to the merger of shares of Banco Real and 

AAB dois Par. 

At the meeting held on July 25, 2008, the Board of direc-

tors approved a capital increase of 3,689,477 thousand 

shares (1,974,003 thousand common shares and 

1,715,474 thousand preferred shares), in the amount of 

R$800,000. 

b) dividends and Interest on capital

In accordance with the Bank’s bylaws, stockholders are 

entitled to a minimum dividend equivalent to 25% of net 

income for the year, adjusted according to legislation. 

Preferred shares are nonvoting and nonconvertible, but 

have the same rights and advantages granted to common 

shares, in addition to priority in the payment of dividends 

10% higher than those paid on common shares, and in the 

capital reimbursement, without premium, in the event of 

liquidation of the Bank. 

dividend payments have been prepared and will continue 

to be prepared in accordance with Brazilian corporate law. 

Before the annual shareholders meeting, the Board of 

directors may determine the payment of interim dividends 

out of earnings based on (i) semiannual balance sheets or 

earning reserves; or (ii) balance sheets issued on shorter 

periods, in which case the distribution of dividends shall 

not exceed the amount of capital reserves. these interim 

payments are offset against the annual mandatory dividend. 

Thousands of shares

2009 2008

Common Preferred Total Common Preferred Total

Brazilian residents 33,546,259 32,004,313 65,550,572 2,734,410 3,993,767 6,728,177

foreign residents 179,295,473 154,198,072 333,493,545 171,558,006 147,472,100 319,030,106

Total shares 212,841,732 186,202,385 399,044,117 174,292,416 147,472,100 325,758,283

Total in thousands of reais 33,396,165 29,216,290 62,612,455 25,228,125 151,465,867 47,152,201
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2009

Reais per Thousand Shares / Units

Thousands  
of Reais (5) Common Preferred Units

Interest on capital based on interim net income for the period of december 
31, 2009(1) 340,000 0,9974 1,0972 n.a.

Interest on capital based on interim net income for the period of december 
31, 2009(2) 285,000 0,8361 0,9197 n.a.

Intermediate dividends for the period of december 31, 2009(3) 327,400 0,7839 0,8623 86,2271

Intercalary dividends for the period of december 31, 2009(3) 422,600 1,0118 1,1130 111,2999

Interest on capital based on interim net income for the period of december 
31, 2009(3) (4) 200,000 0,4789 0,5267 52,6738

Total in December 31, 2009 1,575,000

2008

Reais per Thousand Shares / Units

Thousands  
of Reais Common Preferred Units

Interest on capital based on interim net income for the period of december 
31, 2008(1) 752,807 2,2084 2,4293 n.a.

Interest on capital based on interim net income for the period of december 
31, 2008(1) 217,193 0,6372 0,7009 n.a.

dividends from constituted reserves for the period of december 31, 2008 (1) 3,045 0,0089 0,0098 n.a.

Interest on capital based on interim net income for from december, 2008 (1) (2) 480,000 1,4081 1,5489 n.a.

Total in December 31, 2008 1,453,045

(1) established by Board of directors in April 2009. common shares -R$0.8478 and Preferred shares -R$0.9326, net of taxes. 
(2) established by Board of directors in June 2009. common shares -R$0.7107 and Preferred shares -R$0.7817, net of taxes. 
(3) established by Board of directors in december 2009. 
(4) common shares -R$0.4070 and Preferred shares -R$0.4477, net of taxes, and units R$44,7728. 
(5) the amount related to the intermediate dividends, intercalary dividends and interest on capital are fully input into the mandatory dividends, which will be paid on february 22, 2010, without 
any additional amount for monetary for monetary correction. 

(1) established by Board of directors in december 2008. 
(2) common shares -R$1.1969 and Preferred shares -R$1.3166, net of taxes. 

2372009 AnnuAl RePoRt IfRs fInAncIAl stAteMents 



c) Reserves

the reserves are allocated as follows after the deductions 

and statutory provisions, from the net income: 

legal reserve

In accordance with BR gAAP, 5% (five percent) in trans-

ferred to the legal reserve, until it reaches 20% (twenty 

percent) of the share capitalthis reserve is designed to 

ensure. In accordance with BR gAAP, 5% (five percent) 

in transferred to the legal reserve, until it reaches 20% 

(twenty percent) of the share capital this reserve is 

designed to ensure the integrity of the capital and can only 

be used to offset losses or increase capital. 

capital reserve

In accordance with BR gAAP, the capital reserve is compri-

sed for: (1) share premium paid by investors in the subscrip-

tion of shares which exceeds the par value (not applicable 

to us), or part of the issue price of the shares without par 

value which exceed the amount destinated to the compo-

sition of the capital, and (2) product from the disposal of 

beneficiary party (not applicable to us) and subscription 

bonds. the capital reserve can only be used for: (1) loss 

absorption which exceed the retained earnings and profit 

reserves, (2) redemption, repayment or purchase of treasury 

shares, (3) redemption of beneficiary party (not applicable 

to the Bank), (4) incorporation of capital, or (5) payment of 

dividends to preferred shares in certain circumstances. 

Reserve for equalization dividend

After the destination of dividends, the remaining balance 

if any, may, upon proposal of the executive Board and 

approved by the Board of directors, be destinated to consti-

tute a reserve for equalization of dividends, which is limited 

to 50% of the capital. this reserve aims to ensure funds 

for the payment of dividends, including the form of Interest 

on capital, or any interim payment to maintain the flow of 

shareholders remuneration. 

d) treasury shares

on february, 2009 the Bank acquired 25,395 thousands 

own shares for the amount R$1,948. the extraordinary 

shareholders’ Meeting held on August, 2009 decided the 

cancellation of shares of its own issuance held in treasury, 

without reducing capital, through the absorption of  

R$ 1,948 of the capital Reserves account. 

27. Operational Ratios

financial institutions are required to maintain regula-

tory capital consistent with their activities, higher to the 

minimum of 11% of required capital. In July 2008 new 

regulatory capital measurement rules, under the Basel II 

standardized Approach, went into effect, including a new 

methodology for credit risks and operational risks mea-

surement, analysis and management. this ratio must be 

calculated on a consolidated basis, as shown below: 

financial institutions are required to maintain investments 

in permanent assets compatible with adjusted regulatory 

capital. funds invested in permanent assets, calculated 

on a consolidated basis, are limited to 50% of regulatory 

capital, as per prevailing regulation. on december 31, 

2008, santander exceeded the limit for investment in 

permanent assets, the effect, arising exclusively from the 

mentioned corporate restructuring, does not represent any 

adverse impact on the financial position of santander and 

as required by prevailing regulation, a regularization plan 

was prepared so that said limit is met, which was approved 

by the regulatory agency (Bacen). on december 31, 2009, 

santander qualifies for this ratio. 

28. Guarantees 

the Bank provides a variety of guarantees to its custo-

mers to improve their credit standing and allow them to 

compete. the following table summarizes at december 31, 

2009 and 2008 all of the guarantees. 

As required, the “maximum potential amount of future 

Thousands of Reais

2009 2008

Adjusted tier I Regulatory capital 42,357,612 23,033,013

tier II Regulatory capital 9,972,644 8,504,338

Adjusted Regulatory Capital 
(Tier I and II) 52,330,256 31,537,351

Required Regulatory Capital 22,483,494 23,527,735

Adjusted Portion of credit Risk 20,607,792 22,324,423

Market Risk Portions 844,882 916,186

operational Risk Portion 1,030,820 287,126

Basel II Ratio (*) 25.6% 14.7%

(*) calculated according to BAcen requirements, not considering goodwill effect. 
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payments” represents the notional amounts that could 

be lost if there were a total default by the guaranteed 

parties, without consideration of possible recoveries from 

collateral held or pledged, or recoveries under recourse 

provisions. there is no relationship between these amounts 

and probable losses on these guarantees. In fact, maximum 

potential amount of future payments significantly exceeds 

inherent losses. financial guarantees are provided to our 

clients in obligations with third parties. We have the right 

to seek reimbursement from our clients for any amount 

we shall have to pay under such guarantee. Additionally, 

we may hold cash or other highly liquid collateral for these 

obligations. these agreements are subject to the same 

credit evaluation performed on the execution of loans. 

We expect many of these guarantees to expire without the 

need to advance any cash. therefore, in the ordinary course 

of business, we expect that these transactions will have 

virtually no impact on our liquidity. 

Performance guarantees are issued to guarantee customers 

obligations such as to make contractually specified invest-

ments, to supply specified products, commodities, or main-

tenance or warranty services to a third party, completion of 

projects in accordance with contract terms, etc. financial 

standby letters of credit include guarantees of payment of 

loans, credit facilities, promissory notes and trade acceptan-

ces. the Bank always requires collateral to grant this kind of 

financial guarantees. In documentary credits, the Bank acts 

as a payment mediator between trading companies located 

in different countries (import-export transactions). under a 

documentary credit transaction, the parties involved deal 

with the documents rather than the commodities to which 

the documents may relate. usually the traded commodities 

are used as collateral to the transaction and the Bank may 

provide some credit facilities. loan commitments drawable 

by third parties include mostly credit card lines and com-

mercial commitments. credit card lines are unconditionally 

cancelable by the issuer. commercial commitments are 

mostly 1 year facilities subject to information requirements 

to be provided by our customers. 

the risk criteria followed to issue all kinds of guarantees, 

financial standby letters of credit, documentary credits and 

any risks of signature are in general the same as those used 

for other products of credit risk, and therefore subject to 

the same admission and tracking standards. the guarantees 

granted on behalf of our customers are subject to the same 

credit quality review process as any other risk product. on 

a regular basis, at least once a year, the solvency of the 

mentioned customers is checked as well as the probability 

of those guarantees to be executed. In case that any doubt 

on the customer’s solvency may arise we create allowances 

with charge to net income, by the amount of the inherent 

losses even if there is no claim to us. 

Additionally, the liability recognized as deferred revenue 

for the premium received for providing the above guaran-

tees, which is being amortized into income over the life 

of the related guarantees is R$65,041 thousands (2008, 

R$58,520). 

Bank

Thousands of Reais

2009 2008

Maximum potential amount 
of future payments

Contingent liabilities

guarantees and other sureties

financial guarantees 17,379,109 20,804,663

Performance guarantees 695,099 745,792

financial standby  
letters of credit 2,189,135 3,019,320

other 243,406 195,239

other contingent exposures 460,621 640,296

documentary credits 460,621 640,296

Total Contingent Liabilities 20,967,370 25,405,310

commitments

loan commitments drawable by 
third parties 77,789,371 68,777,962

other commitments 3,437,417 9,614,810

securities placement  
commitments 3,437,417 9,614,810

Total Commitments 81,226,788 78,392,772

Total 102,194,158 103,798,082
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29. Interest and similar income 

“Interest and similar income” in the consolidated income statement comprises the interest accruing in the year on all fi-

nancial assets with an implicit or explicit return, calculated by applying the effective interest method, irrespective of measu-

rement at fair value; and the rectifications of income as a result of hedge accounting. Interest is recognized gross, without 

deducting any tax withheld at source. 

the breakdown of the main interest and similar income items earned in 2009, 2008 and 2007 is as follows: 

30. Interest expense and similar charges 

“Interest expense and similar charges” in the consolidated income statement includes the interest accruing in the year on 

all financial liabilities with an implicit or explicit return, including remuneration in kind, calculated by applying the effective 

interest method, irrespective of measurement at fair value; the rectifications of cost as a result of hedge accounting; and the 

interest cost attributable to pension funds.  

the breakdown of the main items of interest expense and similar charges accrued in 2009, 2008 and 2007 is as follows: 

Thousands of Reais

2009 2008 2007

Balances with the Brazilian central Bank 1,666,931 2,270,494 1,893,765

loans and advances to credit institutions 2,901,054 1,818,645 701,693

debt instruments 5,201,840 3,327,287 2,165,840

loans and advances to customers 29,469,976 16,296,436 8,047,359

other interest 103,155 54,952 388,711

39,342,956 23,767,814 13,197,368

Thousands of Reais

2009 2008 2007

deposits from the Brazilian central Bank 29,340 467 -

deposits from credit institutions 1,179,130 1,630,639 1,362,276

customer deposits 13,164,015 9,145,873 4,709,093

Marketable debt securities and subordinated liabilities

Marketable debt securities (note 18) 1,047,750 548,834 276,493

subordinated liabilities 1,076,557 690,014 451,828

Pensions (note 21) 100,567 91,437 112,619

other interest 578,506 222,581 89,773

17,175,865 12,329,845 7,002,082
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31. Income from equity instruments 

“Income from equity instruments” includes the dividends and payments on equity instruments out of profits generated by 

investees after the acquisition of the equity interest. 

the breakdown of the balance of this item is as follows: 

Thousands of Reais

2009 2008 2007

Equity instruments classified as:

Financial assets held for trading 6,714 7,627 16,089

of which:

Petroquímica união s.A. 523 2,654 5,256

Petróleo Brasileiro s.A. 2,349 261 725

cia vale do Rio doce 1,108 1,473 143

Available-for-sale financial assets 23,189 29,345 20,298

of which:

Bovespa holding s.A. 4,192 11,760 -

seRAsA s.A 8,811 3,721 8,273

BMf Bovespa s.A. 6,522 - -

29,903 36,972 36,387
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32. Fee and commission income 

“fee and commission income” comprises the amount of all fees and commissions accruing in favor of the Bank in the year, 

except those that form an integral part of the effective interest rate on financial instruments. 

the breakdown of the balance of this item is as follows: 

Thousands of Reais

2009 2008 2007

Collection and payment services:

Bills 378,519 218,979 127,514

demand accounts 1,570,356 449,385 424,829

cards 1,056,791 601,782 332,086

checks and other 800,784 983,773 742,852

orders 251,790 134,713 82,328

4,058,241 2,388,632 1,709,609

Marketing of non-banking financial products:

Investment funds 851,766 700,233 620,278

Insurance 794,234 643,810 428,216

capitalization 136,144 102,185 17,902

1,782,144 1,446,228 1,066,396

Securities services:

securities underwriting and placement 252,236 110,653 90,691

securities trading 148,244 147,307 139,751

Administration and custody 129,241 64,232 22,580

Asset management 1,960 2,968 3,191

531,681 325,160 256,213

Other:

foreign exchange 314,720 100,129 70,484

financial guarantees 219,549 146,625 73,800

other fees and commissions 241,829 402,240 187,016

776,098 648,994 331,300

7,148,164 4,809,014 3,363,518
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33. Fee and commission expense 

“fee and commission expense” shows the amount of all fees and commissions paid or payable by the Bank in the year, 

except those that form an integral part of the effective interest rate on financial instruments. 

the breakdown of the balance of this item is as follows: 

34. Gains/losses on financial assets and liabilities 

“gains/losses on financial assets and liabilities” includes the amount of the valuation adjustments of financial instruments, 

except those attributable to interest accrued as a result of application of the effective interest method and to allowances, 

and the gains or losses obtained from the sale and purchase thereof. 

a) Breakdown 

the breakdown of the balance of this item, by type of instrument, is as follows: 

Thousands of Reais

2009 2008 2007

fees and commissions assigned to third parties 485,182 351,471 129,617

  of which:

    credit cards 349,874 243,946 52,643

    other fees and commissions 425,220 203,840 135,929

910,402 555,311 265,546

Thousands of Reais

2009 2008 2007

held for trading (1)
2,032,272 (1,214,846) 254,128

other financial instruments at fair value through profit or loss (2)
(10,132) 39,956 24,873

financial instruments not measured at fair value through profit or loss 755,916 320,307 1,236,856

  of which: Available-for-sale financial assets

     debt instruments 122,886 (15,476) 672,863

     equity instruments 559,080 260,855 547,343

     hedging derivatives and other 61,733) (431,530) 807

2,716,323 (1,286,113) 1,516,664

(1) In 2009 and 2008, includes the net loss and net gain, respectively, arising from the economic hedge of the Bank’s position in cayman, which is a non-autonomous subsidiary. see note 23 for 
the income tax impact of such hedge. 
(2) Includes the net gain arising from transactions involving debt securities, equity instruments and derivatives included in this portfolio, since the Bank manages its risk in these instruments on a 
global basis. 
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b) financial assets and liabilities at fair value through profit or loss 

the detail of the amount of the asset balances is as follows: 

the detail of the amount of the liability balances is as follows: 

Thousands of Reais

2009 2008

loans and advances to credit institutions 1,974,435 4,046,898

loans and advances to customers 389,113 1,434,789

debt instruments 12,765,008 10,105,273

other equity instruments 16,331,550 678,993

derivatives 4,950,006 9,295,008

36,410,112 25,560,961

Thousands of Reais

2009 2008

deposits from credit institutions 1,795 307,376

trading derivatives 4,401,709 11,197,268

short positions 33,025 12,332

4,436,529 11,516,976
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37. Personnel expenses 

a) Breakdown 

the breakdown of “Personnel expenses” is as follows:

Thousands of Reais

2009 2008 2007

Wages and salaries 3,363,877 2,253,313 1,483,211

social security costs 971,245 569,136 354,220

defined benefit pension plans (note 21) 36,534 45,060 38,477

contributions to defined contribution pension funds 49,976 33,166 3,919

share-based payment costs (1)
19,990 19,647 87,603

Benefits 749,366 423,218 294,158

other personnel expenses 319,984 204,622 122,679

5,510,972 3,548,162 2,384,267

35. Exchange differences 

“exchange differences” shows basically the gains or losses on currency dealings, the differences that arise on translations 

of monetary items in foreign currencies to the functional currency, and those disclosed on non-monetary assets in foreign 

currency at the time of their disposal. 

36. Other operating income and other operating expenses 

these items in the consolidated income statement include: 

Thousands of Reais

2009 2008 2007

Revenues from insurance contracts (1)
232,976 - -

other operating income 189,067 379,102 631,188

other operating expense (355,776) (333,831) (448,610)

contributions to fund guarantee of credit (181,891) (105,088) (49,654)

(115,624) (59,817) 132,924

(1) In 2009, includes the Income from insurance related to the merger of shares of santander seguros as mentioned in note 3 b.

(1) In 2007, the amount includes R$ 77,292 thousands related to the distribution of 100 shares to each employee that is a part of grupo santander (spain), as part of the celebration of its 150 
years, as approved in the stockholders’ Meeting in June 2007. 
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b) share-based payments 

Banco santander spain and santander Brasil, likewise other companies controlled by santander spain group, have remu-

neration programs tied to the performance of the stock market price of the its shares, based on the achievement of certain 

targets indicated below: 

due to the remuneration programs, daily pro rata 

expenses were recorded in the amount of R$19,893 (2008 

-R$19,646), referring to initial costs in respective granting 

dates for each cycle above mentioned. 

Plan I06

In 2004, santander spain created a long-term incentive 

plan for its executives (I06), linked to the attainment of two 

goals related to the controlling stockholder’s shares: appre-

ciation of share price and growth of earnings per share. the 

conditions to receive the income were met and the variable 

compensation was paid from January 15, 2008 to January 

15, 2009, at the price of €9.09 per stock option. 

Long-Term Incentive Policy 

the meeting of the Board of directors’ of santander spain, 

held on March 26, 2008, approved the long-term incentive 

policy intended for the executives of Banco santander spain 

and the santander (except Banesto). this policy provides 

for compensation tied to the performance of the stock of 

santander spain, as established in the Annual stockholders’ 

Meeting. 

the plans shaping the aforementioned incentive policy are 

as follows: (i) Performance share Plan; and (ii) selective 

delivery share Plan and (iii) Minimum Investment Program. 

Number  
of Shares

Exercise 
Price in 

Euros
Concession 

Year Employees

Data of  
Commencement 

of Exercise 
Period

Data of 
Expiry of 
Exercise 

Period

Plans Outstanding at January 1 2007 6,032,700

options granted (Plan I09) 834,332 - 2007 Managers 23/6/2007 31/7/2009

options granted (Plan I19) 1,243,355 - 2007 Managers 23/6/2007 31/7/2010

options cancelled, net (Plan I06) (113,700) 9.09 - Managers 15/1/2008 15/1/2009

Plans Outstanding at 31 December 2007 7,996,687

options exercised (Plan I06) (4,657,550) 9.09 - Managers

options granted (Plan I10) - - 2008 Managers

options granted (Plan I11) 2,311,231 - 2008 Managers

Plans Outstanding at 31 December 2008 5,650,368

options cancelled (Plan I06) (1,261,450) 9.09 2006 Managers 15/1/2008 15/1/2009

exercised options (Plan I09) (681,767) - 2007 Managers 23/6/2007 31/7/2009

cancelled options (Plan I09) (152,565) - 2007 Managers 23/6/2007 31/7/2010

options granted (Plan I12) 455,008 - 2008 Managers 21/6/2008 31/7/2011

Plans Outstanding at 31 December 2009 4,009,594

Plan I10 1,243,355 - 2007 Managers 27/6/2007 31/7/2010

Plan I11 2,311,231 - 2008 Managers 15/1/2008 31/7/2011

Plan I12 455,008 - 2009 Managers 1/7/2009 31/7/2012
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(i) Performance share plan 

this multiannual incentive plan is payable in shares of 

santander spain. the beneficiaries of the plan are the exe-

cutive directors and other members of senior management, 

together with any other Bank executives determined by the 

board of directors or, when delegated by it, the executive 

committee. 

this plan involves three-year cycles for the delivery of shares 

to the beneficiaries. Accordingly, the first cycle lasts for two 

years (Plan I09) and the other cycles last for approximately 

three years each. 

for each cycle a maximum number of shares is established 

for each beneficiary who remains in the Bank’s employ 

for the duration of the plan. the targets, which, if met, 

will determine the number of shares to be delivered, are 

defined by comparing the Bank’s performance with that of 

a benchmark group of financial institutions and are linked 

to two parameters, namely total shareholder Return (tsR) 

and growth in earnings per share (ePs). 

the ultimate number of shares to be delivered will be deter-

mined in each of the cycles by the degree of achievement 

of the targets on the third anniversary of commencement 

of each cycle (with the exception of the first cycle, for which 

the second anniversary will be considered), and the shares 

will be delivered within a maximum period of seven months 

from the end of the cycle. 

At the end of each cycle, the tsR and the ePs growth will 

be calculated for santander and each of the benchmark 

entities and the results will be ranked from first to last. each 

of the two criteria (tsR and ePs growth) will be weighted 

at 50% in the calculation of the percentage of shares to be 

delivered, based on the following scale and in accordance 

with santander spain relative position among the group of 

benchmark financial institutions: 

Any benchmark group entity that is acquired by another 

company, whose shares cease trading or that ceases to 

exist will be excluded from the benchmark group. In an 

event of this or any similar nature, the comparison with the 

benchmark group will be performed in such a way that, for 

each of the measures considered (tsR and ePs growth) the 

maximum percentage of shares will be delivered if san-

tander spain ranks within the first quartile (including the 

25th percentile) of the benchmark group; no shares will be 

delivered if santander spain ranks below the median (50th 

percentile); 30% of the maximum amount of shares will be 

delivered if santander spain is placed at the median (50th 

percentile). the linear interpolation method will be used 

for calculating the corresponding percentage for positions 

between the median and the first quartile (25th percentile) 

(neither included). 

(ii) selective delivery share plan 

this plan envisages the selective delivery of shares in 

special circumstances relating to the hiring or retention 

of employees. All employees and executives, except for 

the Bank’s executive directors, are eligible for this plan, 

provided that they have completed a minimum of three 

to four years of service at the Bank. each participant will 

be entitled to receive the shares upon completion of the 

minimum period of service. 

Santander’s Place  
in the TSR Ranking

Percentage of Maximum 
Shares to Be Delivered

Santander’s Place in the EPS 
Growth Ranking

Percentage of Maximum 
Shares to Be Delivered

1st a 6th 50% 1st a 6th 50%

7th 43% 7th 43%

8th 36% 8th 36%

9th 29% 9th 29%

10th 22% 10th 22%

11th 15% 11th 15%

12th and below 0% 12th and below 0%
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(iii) fair value 

the fair value of each option granted by the Bank is 

calculated at the grant date. In order to value Plan I06 two 

valuation reports were performed by two multinational in-

vestment banks. these banks used the Black-scholes equity 

option pricing model considering the following parameters: 

the expected life of the options, interest rates, volatility, 

exercise price, market price and dividends of santander 

spain shares and the shares of comparable banks. the fair 

value of the options granted was determined by manage-

ment based on the average value resulting from the two 

valuations. 

With the exception of the share option plans which 

include terms relating to market conditions, the transfer 

terms included in the vesting conditions are not taken into 

account to estimate fair value. the transfer terms that are 

not based on market conditions are taken into account by 

adjusting the number of shares or share options included 

in the measurement of the service cost of the employee so 

that, ultimately the amount recognized in the consolida-

ted income statement is based on the number of shares 

or share options transferred. When the transfer terms are 

related to market conditions, the charge for the services 

received is recognized regardless of whether the market 

conditions for the transfer are met, although the non-

market transfer terms must be satisfied. the share price 

volatility is based on the implicit volatility scale for san-

tander spain shares at the exercise prices and the duration 

corresponding to most of the sensitivities. 

the fair value of the Performance share Plans was calcula-

ted as follows: 

  It was assumed that the beneficiaries will not leave the 

Bank’s employ during the term of each plan. 

  the fair value of the 50% linked to the Bank’s relative 

tsR position was calculated, on the grant date, on the 

basis of the report provided by external valuators whose 

assessment was carried out using a Monte carlo valuation 

model, performing 10,000 simulations to determine the 

tsR of each of the companies in the Benchmark group, 

taking into account the variables set forth below. the 

results (each of which represents the delivery of a number 

of shares) are classified in decreasing order by calculating 

the weighted average and discounting the amount at the 

risk-free interest rate. 

the application of the simulation model results in percen-

tage values of 42.7% for PI09, 42.3% for PI10, 44.9% for 

PI11 and 52.42% for PI12, which are applied to 50% of 

the value of the options granted, in order to determine the 

cost per books of the tsR-based portion of the incentive. 

since this valuation refers to a market condition, it cannot 

be adjusted after the grant date. 

In view of the high correlation between tsR and ePs, it was 

considered feasible to extrapolate that (in a high percenta-

ge of cases) the tsR value is also valid for ePs. therefore, it 

was initially determined that the fair value of the portion of 

the plans linked to the Bank’s relative ePs position, i.e. of 

the remaining 50% of the options granted, was the same 

as that of the 50% corresponding to the tsR. since this 

valuation refers to a non-market condition, it is reviewed 

and adjusted on a yearly basis. 

PI09 PI10 PI11 PI12

expected volatility (*)
16.25% 15.67% 19.31% 42.36%

Annual dividend yield based on last few years 3.23% 3.24% 3.47% 4.88%

Risk-free interest rate (treasury Bond yield –zero coupon) over the period of the plan 4.47% 4.50% 4.84% 2.04%

*calculated on the basis of historical volatility over the corresponding period (two or three years)
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c) employee Benefit Plans

employee Benefit Plans -the Board of directors Meeting held on december 23, 2009, aproved and decided to submit to 

approval in the extraordinary shareholders Meeting to be held on february 3, 2010: (i) the Purchase option Plan for certifi-

cate of depositary shares (“units”), to certain managers and managerial employees of the Bank and subsidiaries thereby, as 

per article 5, paragraph 4 of the Bank’s By-laws; and (ii) the long-term Incentive Plan -Investment in units, the purpose of 

which is the payment of resources, in cash, by the Bank to certain collaborators, including managers, managerial employees 

and other employees of the Bank and subsidiaries thereby. 

38. Other general administrative expenses

a) Breakdown

the breakdown of the balance of this item is as follows:

b) other information

the balance of “technical reports” includes the fees paid by the consolidated companies (detailed in the accompanying 

Appendix I) to their respective auditors, the detail being as follows: 

Thousands of Reais

2009 2008 2007

Property, fixtures and supplies 1,043,498 552,538 363,463

other administrative expenses 1,307,802 841,948 509,650

technology and systems 897,581 636,739 197,445

Advertising 497,246 404,052 274,908

communications 612,904 457,675 251,397

technical reports 377,331 293,122 173,404

Per diems and travel expenses 167,954 114,150 73,505

taxes other than income tax 54,208 55,365 66,891

surveillance and cash courier services 468,833 275,423 160,559

Insurance premiums 8,888 5,763 4,728

5,436,245 3,636,775 2,075,950

Thousands of Reais

2009 2008 2007

Audit of the annual financial statements of the companies audited by deloitte (constant scope of consolidation) 6,180 6,109 3,759

Audit of the annual financial statements of the companies audited by deloitte (additions to scope of consolidation) 373 172 -

Additionally to the expenses with audit of the financial statements, the Bank had an fee paid to deloitte in 2009 related 

to the audit of the global offering in the amount of R$8.8 million, after taxes and was recorded as transaction cost net of 

capital increase. 

services provided by others audit firms totaled R$2.5 million (2008 -R$3.0 million and 2007 -R$3.5 million). 
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39. Gains/ (losses) on disposal of assets not clas-
sified as non-current assets held for sale

the breakdown of the balance of this item is as follows: 

40. Gains/ (losses) on non-current assets held for 
sale not classified as discontinued operations

the breakdown of the net balance of this item is as follows: 

Thousands of Reais

2009 2008 2007

Gains 3,377,953 19,701 12,759

on disposal of tangible assets 36,161 13,162 12,759

on disposal of investments (1) 3,341,792 6,539 -

Losses (8,652) (13,090) (11,898)

on disposal of tangible assets (8,652) (13,090) (11,898)

Net gains 3,369,301 6,611 861

1In 2009, the Bank made a disposal of investment of companhia Brasileira de Meios de Pagamentos -(visanet), tecban -tecnologia Banc‡ria s.A. and companhia Brasileira de solu ›es e servi os 
-cBss accounting a net gain of R$3,315 million.

Thousands of Reais

2009 2008 2007

on disposal of tangible assets 167,585 49,859 -

on impairment of tangible assets (135,955) (40,640) 13,470

Net gains 31,630 9,219 13,470
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41. Other disclosures

a) notional amounts and market values of trading and hedging derivatives

the breakdown of the notional and/or contractual amounts and the market values of the trading and hedging derivatives 

held by the Bank is as follows: 

Thousands of Reais

2009 2008

Notional 
Amount Market Value

Notional 
Amount Market Value

Trading derivatives

Interest rate risk and other:

   Interest rate swaps 50,761,630 12,646,099 55,901,265 15,868,331

   options -purchase and sales 181,501,740 33,762 154,139,645 (175,456)

   forward and futures contracts 32,263,081 - 43,271,519 7,788

foreign currency risk:

   currency swaps (1) 40,616,308 (11,648,297) 5 6,333,178 ( 17,867,750)

   options -purchase and sales 28,983,489 (333,259) 58,473,829 (1,559,102)

   forward and futures contracts 22,063,175 (150,008) 48,517,742 1,823,929

356,189,423 548,297 416,637,178 (1,902,260)

Hedging derivatives

Interest rate risk:

   futures contracts (2) 15,294,094 - 1 8,055,336 -

   Interest rate swaps 1,249,645 153,619 1,701,594 (158,450)

16,543,739 153,619 19,756,930 (158,450)

Total 372,733,162 701,916 436,394,108 (2,060,710)

(1) Includes credit derivatives, which the Bank uses to reduce or eliminate its exposure to specific risks arising from the purchase or sale of assets associated with the credit portfolio management. 
In 2009, the volume of credit derivatives with total return rate – credit risk received corresponds to R$655,126 thousands of cost (2008, R$697,606) and R$527,532 thousands of fair value 
(2008, R$696,162). In 2008 the credit risk volume transferred corresponds to R$94,852 thousands of cost and R$99,785 thousands of fair value. during the period there were no credit events 
related to events provided for in the contracts. Required base capital used amounted to R$7,498 thousands (2008, R$3,805). 
(2) the mark-to-market effect of these cash flow hedges, with maturity that varies from January 4, 2010 to January 2, 2012, is recorded directly in equity, and at december 31, 2009 corresponded 
to a debit of R$262,295 (2008, R$85,917), net of taxes. the fair value of certificate of deposits designated as a hedged item was R$15,337,856 at december 31, 2009 (2008, R$18,308,306). 
no ineffective portion of such hedges, which would require recording in income, was identified during the period. futures-dI transactions designated as hedge instrument have daily adjustments 
and are recorded in assets or liabilities and settle in cash daily. 
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the breakdown of the notional and/or contractual amounts 

of trading derivative by maturity is as follows: 

the notional and/or contractual amounts of the contracts 

entered into do not reflect the actual risk assumed by the 

Bank, since the net position in these financial instruments 

is the result of offsetting and/or combining them. this net 

position is used by the Bank basically to hedge the interest 

rate, underlying asset price or foreign currency risk; the 

results on these financial instruments are recognized under 

“gains/losses on financial assets and liabilities (net)” in the 

consolidated income statements and increase or offset, as 

appropriate, the gains or losses on the investments hedged. 

Additionally, in order to interpret correctly the results on 

the “securities and commodities derivatives” shown in the 

foregoing table, it should be considered that these items 

relate mostly to securities options for which a premium has 

been received which offsets their negative market value. 

Also, this market value is offset by positive market values 

generated by symmetrical positions in the Bank’s held-for-

trading portfolio. 

the Bank manages the credit risk exposure of these con-

tracts through netting arrangements with its main coun-

terparties and by receiving assets as collateral for its risk 

positions.

the detail of the cumulative credit risk exposure, by finan-

cial derivative, is as follows:

b) off-balance-sheet funds under management

the detail of off-balance-sheet funds managed by the Bank 

is as follows:

Thousands of Reais

2009 2008

Up to 3 
months

From 3 to 12 
months

Over 12 
months Total Total

swap 30,256,852 15,792,470 45,328,616 91,377,938 112,234,443

options 97,356,867 61,770,883 51,357,479 210,485,229 212,613,474

forward and futures contracts 27,901,875 13,222,330 13,202,051 54,326,256 91,789,261

155,515,594 90,785,683 109,888,146 356,189,423 416,637,178

Thousands of Reais

2009 2008

securities derivatives 162,588 95,670

currency derivatives 91,662,972 163,324,749

Interest rate derivatives 280,907,602 272,973,689

Total 372,733,162 436,394,108

Thousands of Reais

2009 2008

Investment funds 95,324,100 76,777,598

Assets under management 3,083,043 3,624,448

98,407,143 80,402,046
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c) third-party securities held in custody

At december 31, 2009, the Bank held in custody debt 

securities and equity instruments totaling R$94,949,464 

thousand (2008 -R$80,454,575 thousand) entrusted to it 

by third parties. 

d) Residual maturity periods and Average interest rates

the breakdown, by maturity, of the balances of certain 

items in the consolidated balance sheets is as follows: 

December 31, 2009

Thousands of Reais

On 
Demand

Up to 3 
Months

3 to 12 
Months

1 to 3 
Years

3 to 5 
Years

After 5 
Years Total

Average 
Interest 

Rate

Assets:

cash and balances with 
the Brazilian central Bank 12,169,277 6,828,836 8,270,899 - - - 27,269,012 8.9%

debt instruments - 14,279,921 1,784,616 13,049,117 20,751,920 7,645,358 57,510,932 10.8%

equity instruments 17,991,746 - - - - - 17,991,746

loans and receivables:

loans and advances  
to credit institutions 3,246,260 8 ,375,243 4,313,669 1,308,300 2,477,758 6,481,348 26,202,578 9.2%

loans and advances  
to customer, gross 6,716,360 25,651,927 41,119,405 47,045,584 12,505,072 5,356,055 138,394,403 23.8%

40,123,643 55,135,927 55,488,589 61,403,001 35,734,750 19,482,761 267,368,671 16.4%

Liabilities:

financial liabilities at 
amortised cost: - 176,432 63,681 - - - 240,113 3.1%

deposits from the  
Brazilian central Bank 189,858 176,432 7,373,626 7 ,486,135 742,446 104,765 20,957,641 8.5%

deposits from  
credit institutions 40,358,100 5,060,811 30,639,047 40,770,381 4,032,168 5,530 149,440,156 8.8%

customer deposits - 3,242,520 4,882,803 936,678 1,532,956 844,053 11,439,010 7.9%

Marketable debt securities

subordinated liabilities - 2,104 - - 4,330,919 6,971,422 11,304,445 9.6%

other financial liabilities 3,650,259 6,340,210 (33,470) 249,391 (18,226) - 10,188,164 -

44,198,217 48,457,007 42,925,687 49,442,585 10,620,263 7,925,770 203,569,529 8.8%
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December 31, 2008

Thousands of Reais

On 
Demand

Up to 3 
Months

3 to 12 
Months

1 to 3 
Years

3 to 5 
Years

After 5 
Years Total

Average 
Interest 

Rate

Assets:

cash and balances with 
the Brazilian central Bank 10,180,498 11,570,645 1,949,357 - - - 23,700,500 9.7%

debt instruments - 5,067,650 4,254,433 14,092,854 10,826,959 5,354,568 39,596,464 14.9%

equity instruments 1,923,483 - - - - - 1,923,483

loans and receivables:

loans and advances  
to credit institutions 2,341,914 16,054,833 6,009,372 3,023,897 212,747 6,095,770 33,738,533 9.9%

loans and advances  
to customer, gross 8,050,623 37,176,761 41,720,532 3 2,897,225 15,903,692 6,900,583 142,649,416 25.4%

22,496,518 69,869,889 53,933,694 50,013,976 26,943,398 18,350,921 241,608,396 19.8%

Liabilities:

financial liabilities at 
amortised cost: - - 184,583 - - - 184,583 6.2%

deposits from the  
Brazilian central Bank 1,188,957 3,652,291 12,815,453 5,639,095 2,387,885 641,955 26,325,636 8.5%

deposits from  
credit institutions 36,374,095 38,129,028 25,625,227 35,907,327 18,618,151 841,011 155,494,839 12.4%

customer deposits - 3,948,416 3,796,188 2,346,840 1,273,523 720,688 12,085,655 9.0%

Marketable debt securities

subordinated liabilities - 6,431 103,865 - 2,407,277 6,679,856 9,197,429 13.8%

other financial liabilities 1,997,660 4,376,111 4,338,811 (45,998) 18,588 - 10,685,172 -

39,560,712 50,112,277 46,864,127 43,847,264 24,705,424 8,883,510 213,973,314 11.2%

Difference  
(assets less liabilities) (17,064,194) 19,757,612 7,069,567 6,166,712 2,237,974 9,467,411 27,635,082
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e) equivalent reais value of assets and liabilities

the detail of the main foreign currency balances in the consolidated balance sheet, based on the nature of the related items, 

is as follows: 

f) fair value of financial assets and liabilities not measured at fair value

the financial assets owned by the Bank are measured at fair value in the accompanying consolidated balance sheet, except 

for loans and receivables. 

similarly, the Bank’s financial liabilities -except for financial liabilities held for trading and those measured at fair value -are 

measured at amortized cost in the consolidated balance sheet. 

i) financial assets measured at other than fair value

following is a comparison of the carrying amounts of the Bank’s financial assets measured at other than fair value and their 

respective fair values at year-end: 

Equivalent Value in Thousands of Reais

2009 2008

Assets Liabilities Assets Liabilities

cash and balances with the Brazilian central Bank 2,069,530 - 1,870,340 -

financial assets/liabilities held for trading 1,981,386 1,048,742 401,283 1,091,874

Available-for-sale financial assets 713,042 - 115,480 -

loans and receivables 15,092,956 - 13,568,903 -

financial liabilities at amortized cost - 17,469,224 - 31,464,106

19,856,914 18,517,966 15,956,006 32,555,980

Thousands of Reais

2009 2008

Carrying 
Amount Fair Value

Carrying 
Amount Fair Value

Assets

loans and receivables:

   loans and advances to credit institutions (note 5) 24,228,143 24,228,143 29,691,635 30,374,956

   loans and advances to customers (note 9) 127,934,811 128,065,076 133,033,471 127,044,873

152,162,954 152,293,219 162,725,106 157,419,829
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ii) financial liabilities measured at other than fair value

following is a comparison of the carrying amounts of the Bank’s financial liabilities measured at other than fair value and 

their respective fair values at year-end:

the methods and assumptions to estimate the fair value are 

defined below: 

  short-term investments: the short-term investments 

includes the interbank deposits and the repurchase agre-

ements. the carrying amount is approximated to the fair 

value. 

  loans operations – fair value are estimated for groups 

of loans with similar characteristics. the fair value was 

measured by discounting estimated cash flow using the 

interest rate of new contracts. 

  deposits – the fair value of deposits was calculated by 

discounting the difference between the cash flows on a 

contractual basis and current market rates for instruments 

with similar maturities. for variable-rate deposits, the 

carrying amount was considered to approximate fair value. 

  long-tem loans – the fair value of long-term loans were 

estimated by cash flow discounted at the interest rate 

offered on the market with similar terms and maturities. 

g) other obligations

the Bank rents properties, mainly used for branches, based 

on a standard contract which may be cancelled at its own 

criterion and includes the right to opt for renewals and 

adjustment clauses, classified as operating lease. total 

future minimum payments of non-cancelable operating 

leases as of december 31, 2009 is R$1,077,586, of which 

R$314,250 matures in up to 1 year, R$686,885 from 1 

year to up to 5 years and R$76,451 after 5 years. Payment 

of operating leases recognized as expenses for the period 

were R$304,366. 

Monthly rental contracts will be adjusted on an annual 

basis, as per prevailing legislation, at IgPM variation. the 

lessee is entitled to unilaterally rescind the agreement, at 

any time, without paying fines, encumbrances or penalties, 

through a written communication to the lesser upon 30 

days prior notice, without prejudice to rent payment and 

charges due until then.

Thousands of Reais

2009 2008

Carrying 
Amount Fair Value

Carrying 
Amount Fair Value

Liabilities

financial liabilities at amortized cost:

   deposits from the Brazilian central Bank (note 16) 240,113 240,113 184,583 184,583

   deposits from credit institutions (note 16) 20,955,846 20,955,846 26,325,636 26,187,014

   customer deposits (note 17)(*) 149,440,156 149,448,949 155,494,839 155,173,062

   Marketable debt securities (note 18) 11,439,010 11,435,722 12,085,655 12,009,351

   subordinated liabilities (note 19) 11,304,445 11,304,445 9,197,429 9,161,607

   other financial liabilities (note 20) 10,188,164 10,188,164 10,685,172 10,832,240

203,567,734 203,573,239 213,973,314 213,547,857

*for these purposes, the fair value of customer demand deposits, which are included within customer deposits, are taken to be the same as their carrying amount. 
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42. Operating segments

In accordance with IfRs 8, an operating segment is a component of an entity: 

(a) that engages in business activities from which it may earn revenues and incur expenses (including revenues and 

expenses relating to transactions with other components of the same entity), 

(b) whose operating results are regularly reviewed by the entity’s chief operating decision maker to make decisions about 

resources to be allocated to the segment and assess its performance, and 

(c) for which discrete financial information is available. 

following such guidance, the Bank has identified the following business segments as its operating segments: 
  commercial Banking, 

  global Wholesale Banking, 

  Asset Management and Insurance. 

the commercial Banking segment encompasses the entire commercial banking business (except for the corporate Banking 

business managed globally using the global Relationship Model). the Asset Management and Insurance segment includes 

the contribution to the Bank arising from the design and management of the investment fund, pension and insurance 

businesses of the various units. the global Wholesale Banking segment reflects the returns on the global corporate Banking 

business, those on Investment Banking and Markets worldwide, including all the globally managed treasury departments 

and the equities business. 

the condensed income statements and other significant data are as follows: 

Thousands of Reais

2009

Commercial 
Banking

Global  
Wholesale 

Banking

Asset  
Management 
and Insurance Total

(Condensed) Income Statement

NET INTEREST INCOME 20,260,381 1,766,812 139,898 22,167,091

Income from equity instruments 29,903 - - 29,903

share of results of entities accounted for using the equity method 295,414 - - 295,414

net fee and commission income 4,969,848 863,326 404,588 6,237,762

gains (losses) on financial assets and liabilities and exchange differences 1,751,572 859,209 54,351 2,665,132

other operating income/(expenses) (280,861) (22,540) 187,777 (115,624)

TOTAL INCOME 27,026,257 3,466,807 786,614 31,279,678

Personnel expenses (4,971,773) (474,295) (64,904) (5,510,972)

other administrative expenses (5,213,092) (175,017) (48,136) (5,436,245)

depreciation and amortization of tangible and intangible assets (1,175,995) (38,635) (33,982) (1,248,612)

Provisions (net) (3,389,253) (45,050) (46,390) (3,480,693)

net impairment losses on financial assets (9,883,382) (83,022) - (9,966,404)

net impairment losses on non-financial assets (899,172) - (1,382) (900,554)

other non-financial gains/(losses) 3,400,931 - - 3,400,931

PROFIT BEFORE TAX 4,894,521 2,650,788 591,820 8,137,129

Other aggregates:

total assets 269,457,520 46,515,056 - 315,972,576

loans and advances to customers 95,176,323 33,147,601 - 128,323,924

customer deposits 128,127,568 21,312,588 - 149,440,156
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Thousands of Reais

2008

Commercial 
Banking

Global  
Wholesale 

Banking

Asset  
Management 
and Insurance Total

(Condensed) Income Statement

NET INTEREST INCOME 10,191,650 1,213,502 32,817 11,437,969

Income from equity instruments 36,972 - - 36,972

share of results of entities accounted for using the equity method 112,330 - - 112,330

net fee and commission income 3,602,255 449,289 202,159 4,253,703

gains (losses) on financial assets and liabilities and exchange differences (358,011) 540,636 7,041 189,666

other operating income/(expenses) (21,570) (37,782) (465) (59,817)

TOTAL INCOME 13,563,626 2,165,645 241,552 15,970,823

Personnel expenses (3,104,942) (403,671) (39,549) (3,548,162)

other administrative expenses (3,485,160) (129,640) (21,975) (3,636,775)

depreciation and amortization of tangible and intangible assets (797,536) (44,065) (4,404) (846,005)

Provisions (net) (1,160,918) (38,638) (30,761) (1,230,317)

net impairment losses on financial assets (4,076,108) (23,176) - (4,099,284)

net impairment losses on non-financial assets (77,267) - (10) (77,277)

other non-financial gains/(losses) 15,830 - - 15,830

PROFIT BEFORE TAX 877,525 1,526,455 144,853 2,548,833

Other aggregates:

total assets 243,957,824 50,232,023 - 294,189,847

loans and advances to customers 106,317,159 28,151,101 - 134,468,260

customer deposits 117,516,868 37,977,971 - 155,494,839
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Thousands of Reais

2007

Commercial 
Banking

Global  
Wholesale 

Banking

Asset  
Management 
and Insurance Total

(Condensed) Income Statement

NET INTEREST INCOME 5,491,818 693,259 10,209 6,195,286 

Income from equity instruments 36,387 - - 36,387 

share of results of entities accounted for using the equity method 5,884 - - 5,884 

net fee and commission income 2,694,428 253,022 150,522 3,097,972 

gains (losses) on financial assets and liabilities and exchange differences 944,229 950,485 3,537 1,898,251 

other operating income/(expenses) 143,362 (10,412) (26) 132,924 

TOTAL INCOME 9,316,108 1,886,354 164,242 11,366,704 

Personnel expenses (2,071,426) (277,737) (35,104) (2,384,267) 

other administrative expenses (1,963,009) (95,500) (17,441) (2,075,950) 

depreciation and amortization of tangible and intangible assets (528,960) (43,027) (7,759) (579,746) 

Provisions (net) (1,192,553) 7,654 (11,513) (1,196,412) 

net impairment losses on financial assets (2,164,523) 5,075 11 (2,159,437) 

net impairment losses on non-financial assets (298,085) - 3 (298,082) 

other non-financial gains/(losses) 14,331 - - 14,331 

PROFIT BEFORE TAX 1,111,883 1,482,819 92,439 2,687,141 

Other aggregates:

total assets 85,783,918 22,535,315 - 108,319,233 

loans and advances to customers 38,513,016 10,690,066 - 49,203,082 

customer deposits 46,720,925 8,489,533 - 55,210,458 

Additionally, the Bank does not have any customers that individually accounted for 10% or greater of our interest and 

similar income for 2009, 2008 and 2007. 

2592009 AnnuAl RePoRt IfRs fInAncIAl stAteMents 



43. Related party transactions

the parties related to the Bank are deemed to include, in addition to its subsidiaries, associates and jointly controlled 

entities, the Bank’s key management personnel and the entities over which the key management personnel may exercise 

significant influence or control. 

following is a detail of the ordinary business transactions performed by the Bank with its related parties: 

a) Management compensation

i) short-term benefits

At the stockholders meeting was defined to maximum aggregate compensation for the Board of directors and executi-

ve officers the amount of R$ 225,554 thousands. In 2008, the management compensation, corresponds to the amount 

deferred in the stockholders’ Meeting of Banco santander and the management compensation of Banco Real from August 

29, 2009 totaling R$108,702. 

Board of directors’ and executive Board’s compensation: 

ii) contract termination

employment contracts have an undefined period. the termination of the employment relationship for non-fulfillment of 

obligations or voluntarily does not entitle executives to any financial compensation. 

b) lending operations

In conformity with prevailing regulations, financial institutions cannot grant loans or advances to: 

a) any individuals or legal entities that control the institution or any entity under joint control with the institution, or any 

officer, member of the board of directors, member of the supervisory board, or member of the immediate family of such 

individuals;

b) any entity controlled by the institution; or

c) any entity in which the Bank holds, directly or indirectly, 10% or more of the capital.

Accordingly, loans or advances are not granted to any subsidiaries, associates, management (Board of directors and direc-

tors), members of audit committee and their families.

Thousands of Reais

2009 2008 2007

fixed compensation 35,258 16,017 9,321

variable compensation 121,490 55,421 56,160

other 6,294 4,335 3,462

Total 163,042 75,773 68,943
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December 31, 2009

Common 
Shares

Common 
Shares (%)

Preferred
Shares

Preferred 
Shares (%)

Total 
Shares

Total 
Shares (%)

Stockholders’ 

grupo empresarial santander, s.l. (1) 74,967,225 35.2% 63,531,986 34.1% 138,499,211 34.7%

sterrebeeck B.v. (1) 99,527,083 46.8% 86,492,330 46.5% 186,019,413 46.6%

santander seguros s/A (2) 7,241 0.0% 9,525 0.0% 16,766 0.0%

santander Insurance holding 4,745,084 2.2% 4,125,836 2.2% 8,870,920 2.2%

employees 311,840 0.1% 284,366 0.2% 596,206 0.1%

Members of the Board of directors (*) (*) (*) (*) (*) (*)

Members of the executive Board (*) (*) (*) (*) (*) (*)

other 33,283,259 15.7% 31,758,342 17.0% 65,041,601 16.4%

total 212,841,732 100.0% 186,202,385 100.0% 399,044,117 100.0%

(*) none of the members of the Board of directors and the executive Board holds 1.0% or more of any class of shares. 
(1) companies of the santander spain group. 
(2) the Merger of santander seguros’ shares, mentioned in note 2, led to mutual participation between Banco santander and santander seguros, which will be eliminated within a maximum 
period of one year from the extraordinary general Meeting that approved the merger of shares, in accordance with the current regulation. 

(*) none of the members of the Board of directors and the executive Board holds 1.0% or more of any class of shares. 
(1) companies of the santander spain group.

December 31, 2008

Common 
Shares

Common 
Shares (%)

Preferred
Shares

Preferred 
Shares (%)

Total 
Shares

Total 
Shares 

(%)

Stockholders’ 

grupo empresarial santander, s.l. (1) 72,504,460 41.6% 61,391,761 40.5% 133,896,221 41.1%

sterrebeeck B.v. (1) 99,048,194 56.8% 8 6,076,161 56.8% 185,124,355 56.8%

Members of the Board of directors (*) (*) (*) (*) (*) (*)

Members of the executive Board (*) (*) (*) (*) (*) (*)

other 2,739,762 1.6% 3,997,945 2.7% 6,737,707 2.1%

Total 174,292,416 100.0% 151,465,867 100.0% 325,758,283 100.0%

c) ownership Interest

the table below shows the direct interest (common shares 

and preferred shares) as of december 31, 2009 and 2008 

exceeding five percent of total shares: 
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d) Related-Party transactions

from time to time the Bank engages in lending and borrowing transactions to fund its operations and other miscellaneous 

transactions with various companies of the santander group, in compliance with restrictions on loans or advances imposed 

by Brazilian law. All such transactions with santander group companies were conducted on an arm’s length basis on terms 

substantially similar to those available from other providers in the market. 

the principal transactions and balances are as follows: 

 

Thousands of Reais

2009 2008

Joint  
controlled 
companies Related-Party

Joint  
controlled 
companies Related-Party

Assets

Cash and balances with the Brazilian Central Bank (1)
- 295,448 - 714,127

Banco santander, s.A. – spain - 294,539 - 713,858

other - 909 - 269

Loans and advances to credit institutions (2)
335,849 994,019 455,844 10,605,899

Banco santander, s.A. – spain - 994,019 - 3,605,118

Abbey national treasury services Plc Abbey national treasury services Plc - - - 4,674,000

santander Benelux, s.A., n.v. - - - 2,326,781

companhia de crédito, financiamento e Investimento RcI Brasil 298,095 - 380,808 -

companhia de Arrendamento Mercantil RcI Brasil 37,754 - 75,036 -

Trading derivatives - 953,243 - 1,501,689

santander Benelux, s.A., n.v. - 891,133 - 1,472,414

santander overseas Bank, Inc – Puerto Rico - - - 28,858

other - 62,110 - 417

Other Assets 218 142 111 125,237

Banco santander, s.A. – spain - 115 - 1,924

santander seguros s.A. - - - 115,720

santander Brasil seguros s.A. - - - 4,539

santander capitalização s.A. - - - 3,054

others 218 27 111 -

Liabilities

Trading derivatives - (1,037,799) - (1,667,390)

Banco santander, s.A. – spain - - - (160,648)

santander Benelux, s.A., n.v. - (957,392) - (1,468,981)

santander overseas Bank, Inc – Puerto Rico - - - (2,232)

Abbey national Plc - - - (35,529)

Abbey national treasuty Plc - (24,028) - -

fundo de Investimento Multimercado santillana cred. Privado - (55,891) - -

others - (488) - -
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Deposits from credit institutions (15,142) (3,551,162) (40,229) (5,471,056)

Banco santander, s.A. – spain - (2,705,728) - (4,071,725)

santander overseas Bank, Inc – Puerto Rico - - - (1,153,129)

Banco español de crédito, s.A. – Banesto - - - (240,852)

grupo Banesto: sociedades consolidables - (157,283) - -

Abbey national treasury services Plc - (387,616) - -

fundo de Investimento Multimercado santillana cred. Privado - (192,139) - -

fundo de Investimento Multimercado Menorca crédito Privado - (106,490) - -

companhia de Arrendamento Mercantil RcI Brasil (2,626) - (25,589) -

others (12,516) (1,906) (14,640) (5,350)

Customer deposits - (1,832) (85,198) (120,400)

Produban serviços de Informática s.A. - - - (35,438)

santander seguros s.A. - - - (8,094)

IsBAn s.A. - - - (73,153)

cia Brasileira de soluções e serviços – cBss - - (67,225) -

celta holdings ltda - - (1,686) -

tecnoligia Bancária – tecBAn - - (16,280) -

other - (1,832) (7) (3,715)

Subordinated liabilities - (1,667,219) - -

Banco santander, s.A. – spain - (1,667,219) - -

Other Liabilities -Dividends and Bonuses Payable - (1,392,079) - (1,352,252)

grupo empresarial santander, s.l. - (570,414) - (567,344)

santander Insurance holding, s.l. - (81,701) - -

sterrebeeck B.v. - (739,683) - (784,892)

others - (281) - (16)

Other Payables - (9,266) (7,925) (40,534)

Banco santander, s.A. – spain - (9,266) - (12,075)

Ingeniería de software Bancario, s.l - - - (14,479)

IsBAn s.A. - - - (6,368)

Altec, s.A. – chile - - - (4,395)

Produban serviços de Informática s.A. - - - (3,084)

other - - (7,925) (133)

Income

Interest and similar income -Loans and advances to credit 
institutions 40,034 4,950 6,167 33,348

Banco santander, s.A. – spain - 2,463 - 23,911

Abbey national treasury services Plc - 2,487 - 9,437

companhia de crédito, financiamento e Investimento RcI Brasil 33,674 - 3,947 -

companhia de Arrendamento Mercantil RcI Brasil 6,360 - 2,220 -

(1) comprised of cash balances that did not bear interest. 
(2) All loans to related parties were made in our ordinary course of business and on substantially the same terms, including interest rates and collateral, as those prevailing at the time for compara-
ble transactions with other persons and did not involve more than the normal risk of collectability or present other unfavorable features. 
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Interest expense and similar charges -Customer deposits (7,233) (12,039) (8,153) (10,374)

Produban serviços de Informática s.A. - - - (2,654)

IsBAn s.A. - - - (7,445)

fundo de Investimento Multimercado Menorca crédito Privado - (11,940) - -

companhia de Arrendamento Mercantil RcI Brasil (6,379) - (8,153) -

other (854) (99) - (275)

Interest expense and similar charges -Deposits from credit institu-
tions (400) (125,466) - (552,897)

Banco santander, s.A. – spain - (100,574) - (439,379)

santander overseas Bank, Inc – Puerto Rico - (9,062) - (50,406)

Banco español de crédito, s.A. – Banesto - - - - - (12,263)

Banco santander, s.A. – chile - - - (50,838)

grupo Banesto: sociedades consolidables - (1,131) - -

Abbey national treasury services Plc - (1,869) - -

cia Brasileira de soluções e serviços – cBss - (4,821) - -

fundo de Investimento Multimercado santillana cred. Privado - (7,922) - -

companhia de crédito, financiamento e Investimento RcI Brasil (400) (400) - - -

others - (87) - (11)

Gains/losses on financial assets and liabilities - (468,098) - (675,087)

Banco santander, s.A. – spain - - - (295,815)

santander Benelux, s.A., n.v. - (320,972) - (349,805)

santander overseas Bank, Inc – Puerto Rico - (6,001) - 24,145

fundo de Investimento Multimercado Menorca crédito Privado - 46,023 - -

fundo de Investimento Multimercado santillana cred. Privado - (182,833) - -

other - (4,315) - (53,612)

Other income expenses 6,861 (188,209) - (175,929)

Banco santander, s.A. – spain - (83,843) - 15,511

santander seguros s.A. - (475) - 1,078

santander capitalização s.A. - 13,351 - 35,054

IsBAn s.A. - - - (95,552)

Altec, s.A. – chile - (7,805) - (2,837)

Aquanima Brasil ltda. - (22,239) - (16,095)

Ingeniería de software Bancario, s.l. - (24,900) - (19,857)

santander Investment securities Inc - (44,757) - -

companhia de crédito, financiamento e Investimento RcI Brasil 6,134 - - -

other 727 (17,541) - (93,231)

Gains on disposal of assets not classified as non-current assets 
held for sale - 2,376,460 - -

santusa holding, s.l. - 2,376,460 - -
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44. Risk management

Risk management at the santander Brazil follow that same 

principles that are set at the group level: 

  Independence of the risk function with respect to the 

business. the head of the Bank’s Risk division, reports 

directly to the executive committee and the board. the 

local risk unit keeps its independence with a direct report 

to the corporate risk unit. 

  commitment to supporting the business by contributing, 

without undermining the preceding principle, to the 

achievement of commercial objectives whilst safeguarding 

risk quality. to this end, the risk organizational structure is 

adapted to the commercial structure so as to encourage 

cooperation between business and risk managers. 

  collective decisions (even at branch level), which ensure 

that different opinions are taken into account and avoid 

situations in which decisions are taken individually. 

  Well-established tradition of using internal rating and 

scoring tools, return on risk-adjusted capital (RoRAc), 

value-at-risk (vaR), economic capital, extreme scenario 

analyses, etc. 

  global approach, achieved by addressing on an integra-

ted basis all the risk factors in all the business units and 

geographical locations, and using the concept of economic 

capital as a consistent measure of the risk assumed and as 

the basis for assessing the management performed. 

desire to continue to target a medium-low risk profile, 

emphasizing its low volatility and its predictability, by: 

  seeking to achieve a high degree of risk diversification, 

thus limiting risk concentration on particular customers, 

groups, sectors, products or geographical locations; 

  Maintaining a low level of complexity in Markets opera-

tions; 

  Paying ongoing attention to risk monitoring in order to 

prevent potential portfolio impairment sufficiently in 

advance. 

At santander Brazil, the risk management and control 

process has been structured using as reference the fra-

mework defined at corporate level and described according 

to the following phases: 

  Adaptation of corporate risk management frameworks 

and policies that reflect santander’s risk management 

principles. 

santander Brazil adopts a series of risk policies and pro-

cedures that constitute its regulatory framework, which, 

taking the form of circulars, frameworks (formerly the Risk 

Management Policy Manuals) and operating rules, regulates 

the risk activities and processes. 

Within this regulatory framework, the corporate Risk 

Management framework, approved by senior Management 

(Risks), regulates the principles and standards governing 

the general modus operandi of the santander Brazil«s risk 

activities, based on the corporate organizational and a 

management models. one of the main characteristics of this 

corporate Risk Management framework is that it leads to 

the regulation, through a series of more specific corporate 

frameworks, of the functions reporting to the Risk unit. 

the organizational model comprises the management 

map, the risk function and governance, and the regulatory 

framework itself. the management model contains the basic 

pillars for risk management, the channels for the planning 

and setting of targets, the budgeting and risk limit setting 

process, the control of operations, the framework for risk 

reporting to senior management and the technological 

reference model for risk management. 

  Identification of risks, through the constant review and 

monitoring of exposures, the assessment of new products 

and businesses and the specific analysis of singular tran-

sactions; 

  Measurement of risks using extensively tested methods 

and models; 

  Preparation and distribution of a complete set of reports 

that are reviewed daily by the heads at all levels of san-

tander management. 

Implementation of a risk control system which checks, on 

a daily basis, the degree to which santander Brazil«s risk 

profile matches the risk policies approved and the risk limits 

set. the most noteworthy corporate tools and techniques 

(abovementioned) already in use in santander Bank are in 

different stages of maturity regarding the level of imple-

mentation and use in santander Brazil. for wholesale 

segment, these technics are quite in line with the corporate 

level development. for local segments, internal ratings 
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and scorings based models, vaR and market risk scenario 

analysis and stress testing have been already embbebed 

in risk management routine while expected loss, economic 

capital and RoRAc have been recently started. 

  Internal ratings-and scorings-based models which, by 

assessing the various qualitative and quantitative risk 

components by customer and transaction, make it possible 

to estimate, firstly, the probability of default and, subse-

quently, the expected loss, based on lgd estimates. 

  economic capital, as a homogeneous measure of the risk 

assumed and a basis for the measurement of the manage-

ment performed. 

  RoRAc, which is used both as a transaction pricing tool 

(bottom-up approach) and in the analysis of portfolios and 

units (top-down approach). 

  vaR, which is used for controlling market risk and setting 

the market risk limits for the various trading portfolios. 

  scenario analysis and stress testing to supplement market 

and credit risk analyses in order to assess the impact of 

alternative scenarios, even on provisions and capital. 

santander Brazil intends to use the internal Models for the 

calculation of regulatory capital and for this has agreed 

a timetable with the home supervisor. this plan is curren-

tly under revision due to the Banco Real’s acquirement. 

notwithstanding, the santander Brazil has defined a Basel2 

governance structure and has assigned for this purpose, all 

the human and technology resources necessary to meet the 

stringent requirements established by the Bank of spain, 

the supervisory authority responsible for the validation of 

these internal models in the santander group. It is also im-

portant to mention that this Basel2 governance structure is 

also responsible to incorporate the local regulator require-

ments and assures the compliance with these requirements 

and assures the compliance with these requirements. 

I. CORPORATE GOVERNANCE  
OF THE RISK FUNCTION

the risk committee framework for santander Brazil is 

set based on corporate risk standards. the executive risk 

committees have their level of approvals delegated by the 

risk committee at santander Bank, an executive body that 

adopts decisions within the scope of the powers delegated 

by the board, is presided over by the third deputy chairman 

of the Banco santander and also comprises a further four 

directors of the Bank. the executive committees are res-

ponsible for ensuring that the local risk policies are imple-

mented and ensures that the santander Brazil’s activities 

are consistent with its risk tolerance level for the main risk 

exposures approved by Banco santander. those exposures 

are systematically reviewed and presented to these commit-

tees that also decide upon any transactions that exceed the 

powers delegated to lower-ranking bodies. the executive 

risk committee is also responsible for advising the group 

Risk committee about the proposals that exceed its level  

of approval. 

the executive risk committees take place on weekly basis 

evidencing the importance that the santander Brazil 

attaches to the proper management of its risks. 

the responsibilities assigned to the executive risk commit-

tee are essentially as follows: 

  to ensure to the senior Management of the Bank, that the 

local policies are implemented and followed in accordance 

with the corporate standards including:

   the various types of risk (financial, operational, 

technological, legal and reputational, inter alia) 

facing the Bank; -the information and internal 

control systems to be used to control and 

manage these risks; -the level of risk deemed 

acceptable by the Bank; -the measures envisa-

ged to mitigate the impact of the identified risks 

in the event that they materialize; -to conduct 

systematic reviews of the Bank’s exposure to 

its main customers, economic activity sectors, 

geographical areas and types of risk. 

   to authorize the local management tools and risk 

models and ascertain the result of their internal 

validation. 

   to ensure that the santander Brazil«s actions 

are consistent with the level of risk tolerance 

previously approved at group level. 

   to be informed of, assess and follow any remarks 

and recommendations that may be periodically 

made by the supervisory authorities in dischar-

ging their function. 
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   to resolve transactions outside the powers de-

legated to lower-ranking bodies and the overall 

limits for pre-classified risk categories in favor of 

economic groups or in relation to exposure by 

type of risk. 

the executive risk committee has delegated certain of its 

powers to risk committees which are structured by, business 

line, type and segment of risk. the risk function at the san-

tander Brasil is performed through an executive Risk unit, 

which is independent from the business areas from both a 

hierarchical and a functional standpoint. this executive Risk 

unit directly reports to the ceo of the santander Brazil and 

to the head of Risk of santander Bank. 

In santander Brazil the executive Risk unit has divided into 

two blocks: 

  A control and methodology structure, which adapts 

the risk policies, methodologies and control systems 

and consists of several units organized by type of risk 

(solvency, market risks and methodology). 

  A business structure, centered on the performance and 

management integration of the risk function in the san-

tander Brazil«s retail, corporate and wholesale businesses. 

there are specific areas for each of these businesses, a 

collection area and a socio environmental risk analysis 

area. 

Additionally, there is a specific area named “governance 

and Regulation”, which is responsible for assuring that the 

risk governance model works and that it is adherent to the 

local and international regulation. 

santander Brazil follows the same risk policy of Banco 

santander spain that is oriented towards maintaining a 

predictable medium-low risk profile, as regards both credit 

and market risks. following is an analysis of the Bank’s 

main types of risk: credit, market, operational and reputa-

tional risks. 

II. CREDIT RISK

1. Introduction to the treatment of credit risk

credit risk is the exposure to loss stemming from the total 

or partial failure of our customers or counterparties to meet 

their financial obligations to the Bank. credit Risk manage-

ment seeks to provide credit to help in defining strategies, 

in addition to setting limits, including review of exhibitions 

and trends as well the effectiveness of credit policy. 

the specialization of the Bank’s risk function is based on 

the type of customer and, accordingly, a distinction is made 

between individualized customers and standardized custo-

mers in the risk management process: 

  Individualized customers are defined as those to which a 

risk analyst has been assigned, basically because of the 

risk assumed. this category includes wholesale banking 

customers, financial institutions and certain enterprises be-

longing to retail banking. Risk management is performed 

through an analysis supplemented by decision-making 

support tools based on internal risk assessment models. 

  standardized customers are those which have not been 

expressly assigned a risk analyst. this category generally 

includes individuals, individual entrepreneurs, and retail 

banking enterprises not classified as individualized cus-

tomers. Management of these risks is based on internal 

risk assessment and automatic decision-making models, 

supplemented subsidiarily, when the model is not com-

prehensive enough or is not sufficiently accurate, by teams 

of analysts specializing in this type of risk. 
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BANCO SANTANDER - GROSS CREDIT RISK EXPOSURE AS OF DECEMBER 31, 2009

Customer 
Draw-

Downs (1)

Drawable 
by  

customers

Sovereign 
Fixed  

Income 
(Excl. Trad)

Private 
Fixed  

Income 
(Excl. Trad) 

Credit 
Institutions 

Draw-
downs

Drawable 
by Credit 

Institu-
tions

Derivatives 
and Repos 

(CRE) Total
Change/ 

Dez 08 

159,361,775 77,789,371 41,987,587 3,043,193 36,437,270 - 13,972,122 332,591,318 107.50%

b) variations in main aggregates in 2009

the international financial turmoil, initiated in 2nd semester 

of 2008, had negatively impacted the steady growing of 

credit risk portfolio observed over the last years in Brazilian 

financial market. the economic effects such as demand 

restrictions, decrease on industrial production, unemploy-

ment growth and consumption downturn, brought severe 

restrictions to credit offer and quality deterioration of the 

existing credit portfolio. 

Brazilian government had adopted two main measures in 

order to contain the crisis impacts in the credit market, such 

as, funding maintenance for medium banks and incentive 

for public banks to increase the credit offer on the local 

market. As a result, the credit grew 15% on 2009, which 

represents half of the last year’s growth. notwithstanding 

as the last default rates has shown that the credit portfolio 

quality improved in the last quarter, one can expect better 

results and optimistic estimates for 2010. 

(1) it refers to the gross portfolio in the amount of R$138,394,405 thousand plus the balance of guarantees in the amount of R$20,967,370 thousand.
data as december 31, 2009. 
cRe (credit Risk equivalent: net replacement value plus maximum potential value. Includes credit risk mitigants). 
Balances drawn down by customers exclude repos. 
Balances with credit institutions (excluding repos and trading portfolio) include R$ 23,638,345 thousand of deposits at the Brazilian central Bank.

2. Main aggregates and variations

the profile of the credit risk assumed by the Bank is characterized by a diversified geographical distribution and the preva-

lence of retail banking operations. 

a) Map of credit risk -2009

the following table shows the map of credit risk, expressed in nominal amounts (with the exception of exposure in deri-

vatives and repos, which is expressed in credit risk equivalent), to which the Bank was exposed at december 31 2009 (in 

thousands of Reais). 

santander Brazil had proactively acted in twofold ways. 

from a portfolio perspective, all the credit admission 

policies were reviewed in order to become more restricted, 

whilst allowing the choice of clients with profile closer to 

the corporate credit risk policy. 

once identified signs of enhancements on economic 

scenario and on group client’s profile, santander increased 

stimulation to credit, as kept active on cases that demand 

special attention, offering individualized products, such 

as “cheque essencial”, which intends to offer the best 

between overdraft and installment loans. santander credit 

operations grew close to private banks. default rates in-

creased strongly on 1st semester, reached the highest level 

on 3rd quarter, and began to fall during the 4th quarter, 

reaching figures closer to those before the world crisis. 

santander increased share on individuals and mortgage to 

individuals volumes. 
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c) distribution of credit risk 

the Bank is well diversified within segments and products 

and concentrates its activities on its core markets. Retail 

business represents 57% and non-retail 43% of total credit 

assets. 

3. Measures and measurement tools

a) Rating tools

santander has used proprietary internal rating models to 

measure the credit quality of a given customer or transac-

tion. each rating relates to a certain probability of default 

or nonpayment, determined on the basis of the entity’s his-

torical experience, with the exception of certain portfolios 

classified as “low default portfolios”. More than 50 internal 

rating models are used in the Bank’s loan approval and risk 

monitoring process. 

global rating tools are applied to the sovereign risk, finan-

cial institutions and global wholesale banking segments. 

Management of these segments is centralized at Bank level, 

for both rating calculation and risk monitoring purposes. 

these tools assign a rating to each customer, which is 

obtained from a quantitative or automatic module, based 

on balance sheet ratios or macroeconomic variables, sup-

plemented by the analyst’s judgment. 

for the corporate and individualized institutions segments, 

the Parent of the santander Bank has defined a single 

methodology for the construction of a rating system in each 

country, based on the same modules as the above-mentio-

ned ratings: a quantitative or automatic module (analyzing 

the credit performance of a sample of customers and the 

correlation with their financial statements), a qualitative or 

analyst judgment module, and final reviews. 

Ratings assigned to customers are reviewed periodically 

to include any new financial information available and the 

Credit Risk Exposure to 
Customers (*) (Thousands of 

Reais) 
Non-Performing 
Loans Ratio (%) 

Impairment Cover-
age Ratio (%) 

Specific Credit Loss Provi-
sions, Net of RAWO (**) 

(Thousands of Reais) 
Cost of Credit (1) 

(% of Risk) 

2009 2008 2009 2008 2009 2008 2009 2008 2009 2008

159,361,775 164,695,074 6.21 4.69 101.7 105.8 10,070,479 8,181,156 7.24 4.45

data prepared on the basis of management criteria. Memorandum item spain for 2009, on basis of controller’s unit accounting criteria. 
(*) Includes gross loans and advances to customers, guarantees and documentary credits. 
(**) RAWo = Recoveries of Assets Written off.

experience in the banking relationship. the frequency of 

the reviews is increased in the case of customers that reach 

certain levels in the automatic warning systems and of cus-

tomers classified as requiring special monitoring. the rating 

reviews is increased in the case of customers that reach 

certain levels in the automatic warning systems and of cus-

tomers classified as requiring special monitoring. the rating 

tools themselves are also reviewed in order to progressively 

fine-tune the ratings they provide. 

for standardized customers, both legal entities and indivi-

duals, the Bank has scoring tools that automatically assign 

a score to the proposed transactions. 

these loan approval systems are supplemented by perfor-

mance rating models. these tools provide enhanced predic-

tability of the risk assumed and are used for preventive and 

marketing activities. 

b) credit risk parameters

the estimates of the risk parameters (Pd and lgd) should 

be based on internal experience, i.e. on default observations 

and on the experience in defaulted loan recoveries. 

for low portfolios, such as banks, sovereign risk or global 

wholesale banking, the parameters are based on cds 

market data and with global broadness, using santander«s 

world presence. 

for the other portfolios, parameter estimates are based 

on the Bank’s internal experience. In retail portfolios, the 

internal rating is estimated based on models that use client 

behavior data and available external bureau information; 

Pds are then calculated based on default rates, which is 

defined as 90 days past due. 

lgd calculation is based on the observation of the reco-

veries of defaulted loans, taking into account not only the 

income and expenses associated with the recovery process, 

but also the timing thereof and the indirect costs arising 
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Equivalence with

Internal 
rating

Probability 
of Default

Standard & 
Poor’s Moody’s

9.3 0.017% AAA Aaa

9.2 0.018% AA+ Aa1

9.0 0.022% AA Aa2

8.5 0.035% AA- Aa3

8.0 0.06% A+ A1

7.5 0.09% A A2

7.0 0.14% A- A3

6.5 0.23% BBB+ Baa1

6.0 0.36% BBB Baa2

5.5 0.57% BBB- Baa3

5.0 0.92% BB+ Ba1

4.5 1.46% BB Ba2

4.0 2.33% BB/BB- Ba2/Ba3

3.5 3.71% BB-/B+ Ba3/B1

3.0 5.92% B+/B B1/B2

2.5 9.44% B B2

2.0 15.05% B- B3

1.5 24.00% CCC Caa1

1.0 38.26% CC/C Caa1/Caa2

from the recovery process. 

the estimated parameters are then assigned to performing, i.e. non-defaulted, loans. for low-default portfolios, which are 

managed globally, the assignment process follows the same patterns in all santander units. 

By contrast, the retail portfolios have specific scoring systems in each of the Bank’s units, which require the development of 

separate estimates and the assignation of parameters in a particular manner in each case. 

c) Master rating scale 

In order to achieve equivalent internal ratings in the different models available –corporate, sovereign risk, financial insti-

tutions and other segments– and to make them comparable with the external ratings of rating agencies, the Bank has a 

so-called master rating scale. 

the equivalence is established through the probability of default associated with each rating. Internally calibrated Pds are 

compared against the default rates associated with the external ratings, which are published periodically by rating agencies. 
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d) distribution of eAd and associated el

the table below details the distribution, by segment, of the credit risk exposure in terms of eAd. Approximately 60% of total 

risk exposure to customers (excluding sovereign and counterparty risk and other Assets) relates to the sMe and individuals 

financing segments, which reflects the commercial orientation of the santander Bank’s business and risks. the expected loss 

arising from customer exposure is 7,3% of total credit exposure of the Bank (excluding sovereign, counterparty risk and 

other Assets), which reflects the crisis consequences and effects in the global market. 

Segmentation of credit risk exposure

EAD (mil-
lions of 

reais) %
Average 

PD(%)
Average 
LGD (%) EL

Public sector 966 0.8 3.05 74.60 22

corporate 44.928 35.0 3.95 19.12 361

sMes 20.311 15.8 9.23 69.16 1.283

Mortgage loans to individuals 5.116 4.0 2.27 40.00 47

consumer loans to individuals 47.873 37.3 10.00 67.39 2.656

credit cards – individuals 7.751 6.0 4.29 68.30 227

other assets 1.528 1.2 - - 1

Total 128,474 100.0 5.15 31.06 4,596

data at december 2009. 
excluding doubtful assets/non-performing loans.

4. Observed loss: measures of cost of credit 

to supplement the use of the advanced models described 

above (see related data in the “economic capital” section), 

other habitual measures are used to facilitate prudent and 

effective management of credit risk based on observed loss. 

the cost of credit risk at the Bank is measured using 

different approaches: variation in non-performing loans in 

the recovery process (ending doubtful assets – beginning 

doubtful assets + assets written off – recovery of assets 

written off), net credit loss provisions (provisions to specific 

allowances – recovery of assets written off); and net assets 

written off (assets written off – recovery of assets written 

off). 

5. Credit risk cycle

the risk management process consists of identifying, mea-

suring, analyzing, controlling, negotiating and deciding on, 

as appropriate, the risks incurred in the Bank’s operations. 

the parties involved in this process are the risk taking areas, 

senior management and the risk function. 

the process begins at senior management level, through 

the board of directors and the risk committee, which esta-

blishes the risk policies and procedures, and the limits and 

delegations of powers, and approves and supervises the 

scope of action of the risk function. 

the risk cycle comprises three different phases: pre-sale, 

sale and post-sale: 

  Pre-sale: this phase includes the risk planning and target 

setting processes, determination of the Bank’s risk 

appetite, approval of new products, risk analysis and credit 

rating process, and limit setting. 

  sale: this is the decision-making phase for both pre-classi-

fied and specific transactions. 

  Post-sale: this phase comprises the risk monitoring, mea-

surement and control processes and the recovery process.

a. Risk limit planning and setting

Risk limit setting is a dynamic process based on the Bank’s 

risk appetite by assessing business proposals for credit 

portfolios, Wholesale clients and treasury business. credit 

limits are approved by the executive Board, though a global 

risk limit plan. 

for clients individualized risks, individual limits are esta-

blished (pre-classification) which defines the maximum 

acceptable credit level for this client and minimum capital 

return based on the allocated capital. 
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In the case of risks from Retail credit portfolio, the risk limits 

are registered through credit management programs (Pgc, 

using the spanish acronym), a document that includes 

details of each portfolio, such as target population, product 

commercial conditions, admission and recovery policies, and 

risk return analysis. 

b. Risk analysis and credit rating process

Risk analysis is a pre-requisite for the approval of loans to 

customers by the Bank. this analysis consists of examining 

the counterparty’s ability to meet its contractual obligations 

to the Bank, which involves analyzing the customer’s credit 

quality, its risk transactions, its solvency and the return to 

be obtained in view of the risk assumed. 

the risk analysis is conducted yearly, at least, and can be 

held shortly when client profile indicates (through systems 

with centralized alerts, managers visits to clients or specific 

credit analysis), or when operations are not covered by pre-

classification. 

c. transaction decision-making

the purpose of the transaction decision-making process 

is to analyze transactions and adopt resolutions thereon, 

taking into account the risk appetite and any transac-

tion elements that are important in achieving a balance 

between risk and return. 

since 1993 the Bank has been using, among others, the 

RoRAc (return on risk-adjusted capital) methodology for 

the risk analysis and pricing in the decision-making process 

on transactions and deals. 

d. Risk monitoring and control

In addition to the tasks performed by the Internal Audit 

division, the Risk unit has a specific risk monitoring 

function for adequate credit quality control, which consists 

of local and global teams to which specific resources and 

persons in charge have been assigned. 

this monitoring function is based on an ongoing process 

of permanent observation to enable early detection of any 

incidents that might arise in the evolution of the risk, the 

transactions, the customers and their environment, and the 

adoption of mitigating actions. the risk monitoring function 

is specialized by customer segment. 

for this purpose a system called “special surveillance firms” 

(feve, using the spanish acronym) has been designed 

that distinguishes four categories based on the degree of 

concern raised by the circumstances observed (extinguish, 

secure, reduce and monitor). the inclusion of a company 

in the feve system does not mean that there has been a 

default, but rather that it is deemed advisable to adopt a 

specific policy for this company, to place a person in charge 

and to set the policy implementation period. customers 

classified as feve are revised at least every six months, or 

every three months for those classified in the most severe 

categories. A company is classified as feve as a result of 

the monitoring process itself, a review performed by Internal 

Audit, a decision made by the sales manager responsible 

for that company or the triggering of the automatic warning 

system. 

Assigned ratings are reviewed at least annually, but should 

any weakness be detected, or depending on the rating 

itself, more frequent reviews are performed. 

for exposures to standardized customers, the key indicators 

are monitored in order to detect any variance in the perfor-

mance of the loan portfolio with respect to the forecasts 

contained in the credit management programs. 

Risk control function

supplementing the management process, the risk control 

function obtains a global view of the Bank’s loan portfolio, 

through the various phases of the risk cycle, with a level 

of detail sufficient to permit the assessment of the current 

situation of the risk process, its qualities and any changes 

therein. 

Any changes in the Bank’s risk exposure are controlled on 

an ongoing and systematic basis against budgets, limits and 

benchmarks, and the impacts of these changes in certain 

future situations, both of an exogenous nature and those 

arising from strategic decisions, are assessed in order to 

establish measures that place the profile and amount of the 

loss portfolio within the parameters set by the Bank. 

the risk control function is performed by assessing risks 

from various complementary perspectives, the main pillars 

being control by geographical location, business area, ma
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nagement model, product and process, thus facilitating the 

detection of specific areas warranting action and for which 

decisions have to be taken. 

6. Credit risk from other standpoints

certain areas and/or specific views of credit risk deserve 

specialist attention, complementary to global risk manage-

ment. 

a) concentration risk

concentration risk is an essential factor in the area of credit 

risk management. the Bank constantly monitors the degree 

of concentration of its credit risk portfolios, by geographical 

area/country, economic sector, product and customer group. 

the risk committee establishes the risk policies and reviews 

the exposure limits required to ensure adequate manage-

ment of credit risk portfolio concentration. 

from the sectorial standpoint, the distribution of the corpo-

rate portfolio is adequately diversified. 

the Bank’s Risk division works closely with the finance 

division in the active management of credit portfolios, 

which includes reducing the concentration of exposures 

through several techniques, such as the arrangement of 

credit derivatives for hedging purposes or the performance 

of securitization transactions, in order to optimize the risk/

return ratio of the total portfolio. 

b) credit risk from financial market operations

this heading includes the credit risk arising in treasury 

operations with customers, mainly credit institutions. these 

operations are performed both via money market finan-

cing products with different financial institutions and via 

derivative instruments arranged for the purpose of serving 

our customers. 

Risk control is performed using an integrated, real-time 

system that enables the Bank to know at any time the 

unused exposure limit with respect to any counterparty, any 

product and maturity and at any Bank unit. 

credit risk is measured at its current market value and 

its potential value (exposure value considering the future 

variation in the underlying market factors). therefore, the 

credit risk equivalent (cRe) is defined as the sum of net 

replacement value plus the maximum potential value of the 

contracts in the future. 

c) environmental risk 

the environmental risk analysis of credit transactions is 

one of the main features of the strategic corporate social 

Responsibility Plan. the analysis is founded on two major 

cornerstones: 

the equator Principles: an initiative of the International 

finance corporation of the World Bank. these principles 

constitute an international standard for the analysis of the 

social and environmental implications of project finance 

transactions. Banco santander adheres to these principles 

and its management incorporates the analysis and asses-

sment of the social and environmental risks of projects 

financed in developing countries. 

the vIdA tool: implemented since 2004, the main aim of 

this tool is to assess the environmental risk of both current 

and potential customer companies, using a system that 

classifies each of the companies into one of seven cate-

gories, depending on the degree of environmental risk 

incurred. 

currently the Bank is implementing the environmental and 

social risk management system for santander’s operations 

in Brazil that had previously been in place at Banco Real. 

under this system, borrowers are screened for environ-

mental and social problems, such as contaminated land, 

deforestation, slave labor and other major environmental 

and social issues for which there are potential penalties. In 

2008, Banco Real screened approximately 5,000 corpo-

rate clients for these types of risks. A specialized team of 

biologists and geologists monitors the customers’ environ-

mental practices, and a team of financial analysts studies 

the likelihood of damages that unfavorable environmental 

conditions may cause to our customers’ financial condition 

and collateral, among other effects. this monitoring activity 

also aims to preserve our reputation in the market. 
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III. MARKET RISK

III.1. Activities subject to market risk

the measurement, control and monitoring of the market 

risk area comprises all operations in which net worth risk is 

assumed. this risk arises from changes in the risk factors –

interest rate, exchange rate, equities, commodity prices and 

the volatility thereof– and from the solvency and liquidity 

risk of the various products and markets in which the Bank 

operates. 

the activities are segmented by risk type as follows: 

1.  trading: this item includes financial services for custo-

mers, trading operations and positioning mainly in fixed-

income, equity and foreign currency products. 

2.  Balance sheet management: A risk management asses-

sment aims to give stability to interest income from the 

commercial and economic value of the Bank, maintai-

ning adequate levels of liquidity and solvency. the risk is 

measured by the balance sheet exposure to movements 

in interest rates and level of liquidity. 

3. structural risks:

a. structural foreign currency risk/hedges of results: foreign 

currency risk arising from the currency in which investments 

in consolidable and non-consolidable companies are 

made (structural exchange rate). this item also includes the 

positions taken to hedge the foreign currency risk on future 

results generated in currencies other than the Real 

(hedges of results). 

b. structural equities risk: this item includes equity invest-

ments in non-consolidated financial and non-financial 

companies that give rise to equities risk. 

the treasury area is responsible for managing the positions 

taken in the trading activity. 

the financial Management area is responsible for 

managing the balance sheet management risk and struc-

tural risks centrally through the application of uniform 

methodologies adapted to the situation of each market in 

which the Bank operates. thus, in the convertible curren-

cies area, financial Management directly manages the 

Parent’s risks and coordinates the management of the other 

units operating in these currencies. decisions affecting the 

management of these risks are taken through the Alco 

committees in the respective countries and, ultimately, by 

the Parent’s markets committee. 

the aim pursued by financial Management is to ensure 

the stability and recurring nature of both the net interest 

margin of the commercial activity and the Bank’s economic 

value, whilst maintaining adequate liquidity and solvency 

levels. 

each of these activities is measured and analyzed using 

different tools in order to reflect their risk profiles as accura-

tely as possible. 

III.2. Methodologies trading

the Bank calculates trading market risk capital requirement 

using a standard model provided by Brazilian central Bank. 

the standard methodology applied to trading activities by 

the santander Bank in 2009 was value at risk (vaR), which 

measures the maximum expected loss with a given confiden-

ce level and time horizon. this methodology was based on a 

standard historical simulation with a 99% confidence level 

and a one-day time horizon. statistical adjustments were 

made to enable the swift and efficient incorporation of the 

most recent events that condition the level of risk assumed. 

specifically, the Bank uses a time window of two years or 

520 daily data obtained retrospectively from the reference 

date of the vaR calculation. two figures are calculated each 

day, one by applying an exponential decline factor which 

gives a lesser weighting to more distant observations in 

time, and another with uniform weightings for all observa-

tions. the vaR reported is the higher of these two figures. 

vaR is not the only measure. It is used because it is easy to 

calculate and because it provides a good reference of the 

level of risk incurred by the Bank. however, other measures 

are simultaneously being implemented to enable the Bank 

to exercise greater risk control in all the markets in which it 

operates. 

one of these measures is scenario analysis, which consists 

of defining behavior scenarios for various financial variables 

and determining the impact on results of applying them 

to the Bank’s activities. these scenarios can replicate past 

events (such as crises) or, conversely, determine plausible 

scenarios that are unrelated to past events. A minimum of 

three types of scenarios are defined (plausible, severe and 

extreme) which, together with vaR, make it possible to 

obtain a much more complete spectrum of the risk profile. 
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the positions are monitored daily through an exhaustive 

control of changes in the portfolios, the aim being to detect 

possible incidents and correct them immediately. the daily 

preparation of an income statement is an excellent risk 

indicator, insofar as it allows us to observe and detect the 

impact of changes in financial variables on the portfolios. 

lastly, due to their atypical nature, derivatives and credit 

trading management (actively traded credit – trading Book) 

activities are controlled by assessing specific measures on 

a daily basis. In the case of derivatives, these measures are 

sensitivities to fluctuations in the price of the underlying 

(delta and gamma), in volatility (vega) and in time (theta). 

for credit trading management activities, the measures 

controlled include sensitivity to spread, jump-to-default and 

position concentrations by rating level. 

With respect to the credit risk inherent in the trading por-

tfolios (credit trading portfolios), and in keeping with the 

recommendations made by the Basel committee of Banking 

supervision, an additional measure has been introduced, 

the Incremental default Risk (IdR), in order to cover the 

default risk which is not properly captured in the vaR, 

through the variation of the related market prices of credit 

spreads. the instruments affected are basically fixed-income 

bonds, , derivatives on bonds (forwards, options, etc.) and 

credit derivatives (credit default swaps, asset-backed securi-

ties, etc.). the method used to calculate the IdR, is defined 

globally at group level. 

Balance-sheet management

Interest rate risk

the Bank analyses the sensitivity of the net interest margin 

and market value of equity to changes in interest rates. this 

sensitivity arises from maturity and interest rate repricing 

gaps in the various balance sheet items. 

on the basis of the balance-sheet interest rate position, and 

considering the market situation and outlook, the necessary 

financial measures are adopted to align this position with 

that desired by the Bank. these measures can range from 

the taking of positions on markets to the definition of the 

interest rate features of commercial products. 

the measures used by the Bank to control interest rate risk 

in these activities are the interest rate gap, the sensitivity of 

net interest margin (nIM) and market value of equity (Mve) 

to changes in interest rates, the duration of capital, value at 

risk (vaR) and scenario analysis. 

a) Interest rate gap of assets and liabilities

the interest rate gap analysis focuses on the mismatches 

between the interest reset periods of on-balance-sheet 

assets and liabilities and of off-balance-sheet items. this 

analysis facilitates abasic snapshot of of the balance sheet 

structure and enables concentrations of interest rate risk in 

the various maturities to be detected. Additionally, it is an 

useful tool for estimating the possible impact of potential 

changes in interest rates on the entity’s net interest margin 

and market value of equity. 

the flows of all the on-and off-balance-sheet aggregates 

must be broken down and placed at the point of repricing 

or maturity. the duration and sensitivity of aggregates that 

do not have a contractual maturity date are analyzed and 

estimated using an internal model. 

b) net interest margin (nIM) sensitivity

the sensitivity of the net interest margin measures the 

change in the expected accruals for a specific period (12 

months) given a shift in the interest rate curve. 

the sensitivity of the net interest margin is calculated by 

simulating the margin both for a scenario of changes in 

the interest rate curve and for the current scenario, the 

sensitivity being the difference between the two margins so 

calculated. 

c) Market value of equity (Mve) sensitivity

the sensitivity of the market value of equity is a complemen-

tary measure to the sensitivity of the net interest margin. 

this sensitivity measures the interest rate risk implicit in the 

market value of equity based on the effect of changes in 

interest rates on the present values of financial assets and 

liabilities. 

d) value at risk (vaR)

the value at risk for balance sheet aggregates and invest-

ment portfolios is calculated by applying the same standard 

as that used for trading: historical simulation with a confi-

dence interval of 99% and a one-day time horizon. statisti-

cal adjustments were made to enable the swift and efficient 

incorporation of the most recent events that condition the 

level of risk assumed. 
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liquidity risk

liquidity risk is associated with the Bank’s ability to finance 

its commitments at reasonable market prices and to carry 

out its business plans with stable sources of funding. the 

Bank permanently monitors maximum gap profiles. 

the measures used to control liquidity risk in balance sheet 

management are the liquidity gap, liquidity ratios, stress 

scenarios and contingency plans. 

a) liquidity gap

the liquidity gap determines the inflow and outflow of 

funds for assets, liabilities and off-balance sheet accounts 

at a given time horizon, making it possible to analyze mis-

matches between the Bank’s expected inflow and outflow 

of funds. 

A liquidity gap may be prepared and analyzed as divided 

into local currency liquidity gap and foreign currency liqui-

dity gap, under which cash and cash equivalents, inflows 

and outflows and strategies are segregated into local and 

foreign currency, respectively. 

the Bank prepares three types of liquidity gap analyses: 
1 - contractual liquidity gap

the contractual liquidity gap determines the contractual 

maturity flows of the Bank’s major products on a consoli-

dated basis, and any existing mismatches. It also informs 

the available liquidity in one day and the consumption of or 

increase in liquidity in the period.

2 - operational liquidity gap

daily cash monitoring and management considering the 

market situation, maturities and renewal of assets and 

liabilities, liquidity requirement and specific events.

3 - Projected liquidity gap

Based on the contractual liquidity gap, new maturity 

flows are projected considering the Bank’s budget plan.

b) liquidity ratios

In addition to the liquidity gap analysis, a structure liqui-

dity model is also prepared to assess the structure profile 

of the sources and uses of the Bank’s funds, which includes 

liquidity Ratio studies. 

the key liquidity Ratios analyzed are as follows: 

  deposits / lending operations – measures the Institution’s 

ability to finance lending operations with more stable and 

lower-cost funding. 

  stable liabilities / Permanent Assets – measures the ration 

between capital + other stable liabilities and Invest-

ments + other Permanent Assets. 

  Market funding / total Assets – measures the percentage 

of the group’s assets financed with less stable and higher-

cost funding. 

  short-term market funding / Market funding – measures 

the percentage of probable liquidity loss (less than 90 

days) on total less stable funding. 

  net Assets / short-term Market funding – measures the 

commitment ratio of highly-liquid assets and probable 

liquidity loss(less than 90 days). 

c) scenario analysis / contingency plan

liquidity management requires an analysis of financial 

scenarios where possible liquidity issues are evaluated. for 

this, crisis scenarios are built and then studied. the model 

used for this analysis is the liquidity stress test. 

the liquidity stress test assesses the institution’s financial 

structure and ability to resist and respond to the most 

extreme situations. 

the purpose of the liquidity stress test is to simulate 

adverse market conditions, making it possible assess 

impacts on the institution’s liquidity and payment ability, so 

as to take preventive actions or avoid positions that may 

adversely affect liquidity in worst-case scenarios. 

scenarios are determined based on an analysis of the 

market commitment during prior crises and future esti-

mates. four scenarios with different intensity levels are 

prepared. 

Based on an analysis of the stress models, the Minimum 

liquidity concept was determined, which is the minimum 

liquidity required to support the liquidity losses of up to 

90% for 90 days in all crisis scenarios simulated. Based on 

the results obtained through the liquidity stress test, the 

Bank prepares its liquidity contingency Plan, which is a 

formal combination of preventive and corrective actions to 

be taken in liquidity crisis scenarios.

the liquidity contingency Plan is primarily intended to the 

following:
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  crisis identification – the preparation of a liquidity 

contingency Plan requires the determination in advance 

of a measurable parameter determining the institution’s 

liquidity condition and structure. this parameter is the 

liquidity Minimum limit determined by the liquidity stress 

test. When this limit is exceeded, there is a liquidity crisis 

environment, and thus, the contingency Plan is used. 

  Internal communication – after the crisis is identified, it 

is necessary to establish clear communication channels to 

mitigate the problems raised. People held accountable for 

taking these contingency actions should be notified of the 

extent of the contingency and measures to be taken. 

  corrective actions – Actions intended to actually generate 

the funds required to solve or mitigate the effects of crisis, 

as follows:

        Assess the type and severity of the crisis;

        Identify the most impacted segment;

       Put in practice the measures planned to generate 

funds, considering the required amount and cost of the 

additional resource, either financial or image cost.

Alco reviews and approves stress models, Minimum liqui-

dity and contingency Plan on a semi-annual basis.

If adverse market conditions occur, Alco may review and 

approve new models, Minimum liquidity and contingency 

Plan on a need basis.

structural foreign currency risk / hedges of results / structu-

ral equities risk 

these activities are monitored by measuring positions, vaR 

and results. 

Complementary measures

calibration and test measures

Back-testing consists of performing a comparative analysis 

between vaR estimates and daily “clean” results (profit 

or loss on the portfolios at the end of the preceding day 

valued at following-day prices). the aim of these tests is to 

verify and provide a measure of the accuracy of the models 

used to calculate vaR. 

Back-testing analyses performed at the santander Bank 

comply, at the very least, with the BIs recommendations regar-

ding the verification of the internal systems used to measure 

and manage financial risks. Additionally, the santander Bank 

also conducts hypothesis tests: excess tests, normality tests, 

spearman’s rank correlation, average excess measures, etc. 

the assessment models are regularly calibrated and tested 

by a specialized unit. 

III.3. control system

limit setting

the limit setting process is performed together with the 

budgeting activity and is the tool used to establish the 

assets and liabilities available to each business activity. 

limit setting is a dynamic process that responds to the level 

of risk considered acceptable by senior management. 

the limits structure requires a process to be performed that 

pursues, inter alia, the following objectives: 

1.  to identify and delimit, in an efficient and comprehensive 

manner, the main types of financial risk incurred, so that 

they are consistent with business management and the 

defined strategy. 

2.  to quantify and communicate to the business areas 

the risk levels and profile deemed acceptable by senior 

management so as to avoid undesired risks. 

3.  to give flexibility to the business areas for the efficient 

and timely assumption of financial risks, depending 

on market changes, and for the implementation of the 

business strategies, provided that the acceptable levels of 

risk are not exceeded. 

4.  to allow business makers to assume risks which, 

although prudent, are sufficient to obtain the budgeted 

results. 

5.  to delimit the range of products and underlyings with 

which each treasury unit can operate, taking into account 

features such as assessment model and systems, liquidity 

of the instruments involved, etc. 

III.4. Risks and results in 2009

trading

the average vaR of the Bank’s trading portfolio in 2009, at 

R$ 33.4 million and R$ 62.7 million for 2008. the dynamic 

management of this profile enables the Bank to change its 

strategy in order to capitalize on the opportunities offered 

by an environment of uncertainty. 
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A. Balance sheet management (1) 
A1. Interest rate risk convertible currencies 

At 2009 year-end, the sensitivity of the net interest margin 

at one year to parallel increases of 100 basis points applied 

to santander Brazil (santander plus Real) portfolios was 

concentrated on the BRl interest rate curve was negative 

by R$ 199.74 million, and dollar interest rate curve was 

negative by R$ 28.67 million. 

Also at 2009 year-end, the sensitivity market value of equity 

to parallel increases of 100 basis points applied to the 

santander Brasil in the BRl interest rate curve was negative 

by R$1,093.25 million. With respect to the dollar curve, the 

sensitivity was negative by R$33.83 million. 

Quantitative risk analysis 

the interest rate risk in balance sheet management por-

tfolios, measured in terms of sensitivity of the net interest 

margin (nIM) at one year to a parallel increase of 100 b.p. 

in the interest rate curve, of the santander Brasil evolved 

in the third quarter of 2009, with the capture in the open 

market, reaching a maximum of R$269.6 million in sep-

tember. reducing this level since the months following the 

balance-sheet. the sensitivity of value evolved from the 

third quarter in conjunction with the growth of the balance 

sheet, set up by the inflow of capital and in this period 

varied in the range of R$1,078.76 million and R$1,137.25 

million. 

At 2009 year-end, the risk consumption, measured in 

terms of an increase in 100 b.p. sensitivity of the Mve with 

santander Brasil was negative R$1,093.77 million, while 

the net interest margin risk at one year, measured in terms 

of an increase in 100 b.p. sensitivity of this margin, was 

negative R$201.79 million. 

1Includes the balance sheet total, except for the financial assets and liabilities held for trading. 

A2. structural liquidity management 

structural liquidity management seeks to finance the Bank’s 

recurring business with optimal maturity and cost condi-

tions, avoiding the need to assume undesired liquidity risks. 

the main features of the structural liquidity management in 

2009 were as follows: 

  Ample structural liquidity position. since santander is 

basically a commercial bank, customer deposits constitu-

te the main source of liquidity in its financing structure. 

these deposits, combined with capital and other similar 

instruments, enable the Bank to cover most of its liquidi-

ty requirements and, as a result, the financing raised in 

wholesale markets is moderate with respect to the size of 

its balance sheet. 

  In Brazil, the legal reserve requirement takes a considera-

ble part of the funding. 

  obtainment of liquidity through diversification in instru-

ments. Additionally, subordinated and senior debts have 

an overall long maturity. 

  the local balance sheet should be self-funded. 

  Based on stress test results, a minimum liquidity buffer is 

maintained. 

  santander reliance in international funding is not conside-

rable. 

  the aim is that hard currency related activities be funded 

with third parties hard currency funding. 

  though, given that potential disruptions in this market, 

santander Brazil has mechanisms to use the local liquidity 

in order to support hard currency activities. 

  high capacity to obtain on-balance-sheet liquidity. gover-

nment bond positions are held for liquidity management 

purposes. 

  the Bank performs control and management functions, 

which involves planning its funding requirements, structu-

ring the sources of financing to achieve optimum diversifi-

cation in terms of maturities and instruments, and defining 

contingency plans. 

In practice, the liquidity management performed by the 

Bank consists of the following: 

  each year, a liquidity plan is prepared on the basis of the 

financing needs arising from the budgets of each business. 

MM BRL
Dec 09

Sensitivity

net interest margin 201,79

Market value 1,093,77

Balance Sheet Management

vaR 396,56

2782009 AnnuAl RePoRt IfRs fInAncIAl stAteMents 



Based on these liquidity requirements and taking into 

account certain prudential limits on the obtainment of 

short-term market financing, the Bank establishes an issue 

and securitization plan for the year. 

  throughout the year the Bank periodically monitors the 

actual changes in financing requirements and updates this 

plan accordingly. 

  control and analysis of liquidity risk. the primary objective 

is to guarantee that the Bank has sufficient liquidity to 

meet its short-and long-term financing requirements in 

normal market situations. to this end, the Bank employs 

certain balance-sheet control measures, such as the liqui-

dity gap and liquidity ratios. 

simultaneously, various scenario (or stress-scenario) 

analyses are conducted which consider the additional re-

quirements that could arise if certain extreme but plausible 

events occur. the aim pursued is to cover a broad spectrum 

of situations that are more or less likely to affect the Bank, 

thus enabling it to prepare the related contingency plans. 

IV.  Operational and Technological Risks and 
Business Continuity Management

the adequate management and control of operational risks 

are among the competitive drivers for the santander Brazil . 

In the Bank’s ongoing endeavor to ensure the effectiveness 

of its internal control system and to prevent and mitigate 

operational risk events and losses, it is necessary to adopt, 

maintain and disseminate an operational risk management 

culture, policies and framework. 

the mission statement for the operational Risk unit reflects 

this concern: 

“the unit is responsible for implementing and dissemina-

ting the culture, policies and framework necessary to ensure 

that all employees are actively committed to adequately 

managing and controlling operational risks, technological 

risks and business continuity while maintaining the effec-

tiveness of the internal control system. It is in this manner 

that the area contributes to attaining the objectives of both 

the santander Brazil and its stakeholders.” 

through its operational risk management practices and its 

operational processes, the santander Brazil strives to conti-

nually rank among the top financial institutions recognized 

as having the best practices. As such, the Bank’s processes 

contribute to achieving its strategic objectives while at the 

same time continually enhancing its soundness, reliability 

and reputation in both the domestic and international 

markets. 

In alignment with external supervisory and regulatory 

bodies, the santander Brazil defines operational risk events 

as those resulting from deficiencies or failures in internal 

processes, people and systems, in additional to those resul-

ting from external events. An operational risk event may or 

may not result in financial losses, affect business continuity, 

or have an adverse effect on stakeholders. 

the santander Brazil has adopted a well defined model to 

meet the challenges that operational and technological 

risks present. Risk management for daily activities falls 

under the aegis of the functional units. At the same time, 

the following organizational structure is part of the Bank’s 

corporate governance framework: 

  operational Risk executive committee 

  operational Risk unit 

  Information security department 

  special occurrences department 

  fraud Prevention and Intelligence department 

  operational and technological Risks department 

operational and technological Risks department 

the operational and technological Risks department is 

responsible for implementing best practices for the mana-

gement and control of operational risks, technological risks 

and business continuity. the department assists managerial 

and operational staff in meeting their strategic objecti-

ves, strengthening the robustness of the decision-making 

process, optimizing execution of daily activities, in addition 

to complying with regulatory obligations. overall, the joint 

effort results in maintaining the Bank’s soundness, reliability 

and reputation. 

the foundations of the operational and technological risk 

management and control model combine two approaches: 

centralized and decentralized. 
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centralized Approach

As per the centralized approach, the operational and tech-

nological Risks department is responsible for the control of 

operational and technological risks. departmental respon-

sibilities include: identify, assess, capture, monitor, control, 

analyze, consolidate, model and assist in mitigating not 

only relevant operational risks but also loss events resulting 

from operational and technological risks. the scope of the 

department’s responsibility comprises organizational units, 

processes and entities belonging to the santander Brazil. 

decentralized Approach 

As per the decentralized approach, each individual orga-

nizational unit along with the corresponding managers is 

responsible for operational and technological risk mana-

gement. Internal control and operational Risk Agents in 

conjunction with the operational and technological Risks 

department provide support through policies, methodolo-

gies and tools. 

the santander Brazil strives to integrate and consolidate 

best practices for operational risk management and control. 

In conjunction with the centralized and decentralized ma-

nagement approaches, the Bank adopts complementary ap-

proaches. such additional practices are based on qualitative 

and quantitative elements, technological risk management 

and control, and business continuity management. 

Qualitative and Quantitative Approaches 

the objective of the qualitative approach is to identify and 

mitigate the materialization of operational risk. Moreover, 

through qualitative analysis, risk profiles are determined 

for departments, processes and products. the goal is to 

strengthen the internal control environment and monitor 

corporate key risk indicators. 

the quantitative and qualitative approaches correlate. 

the quantitative approach aids in detecting, remedying 

and mitigating operational risk. In addition, quantitative 

techniques provide tools for analysis and decision-making 

whether strategic or operational. 

the main methodological tools for the qualitative and 

quantitative approaches are as follows: 

  operational and technological risk matrix 

  Abridged operational and technological risk matrix for 

new products 

  Abridged operational and technological risk matrix for 

new products 

  self-assessment questionnaires 

  Internal historical database for operational risk events and 

losses 

  Projecting forecasts and monitoring limits for operational 

risk losses 

  Analysis and treatment of operational risk failures and 

events, including corrective action plans 

  Key risk indicators for operational risks 

By combining the qualitative and quantitative approaches, 

the Bank optimizes operational, technological and business 

continuity risk management. consequently, this reflects on 

economic and regulatory capital requirements. 

technological Risk Management and control 

With regards to technological risks, the responsibility is to 

assist managers in identifying and evaluating risks and the 

respective internal controls as they specifically pertain to 

information technology (It) processes and activities. the 

scope of activities comprises defining methodologies, tools 

and systems for corporate technological risk management 

in addition to coordinating efforts with It managers to 

prevent and reduce the frequency and severity of technolo-

gical risk events. 

Business continuity Risk Management and control 

With regards to business continuity management, the res-

ponsibility is to coordinate and control the implementation, 

maintenance and upkeep of the methodology as it pertains 

to the santander Brazil. Key elements of the methodology 

are: 

  Business Impact Analysis 

  Business continuity Plan: development and simulation 

  crisis Response group 

scope and sustainability 

By acting in an ethical and professional manner, risk 

management and control result in important achievements 

that contribute to the continuity of the Institution and its 

sustainable development. Accomplishments include: 

2802009 AnnuAl RePoRt IfRs fInAncIAl stAteMents 



  Improved operational efficiency, productivity enhan-

cements, optimized economic and regulatory capital 

allocations. 

  strengthening the Bank’s reputation and improving the 

stakeholders’ risk versus reward relationship. 

  timely compliance with new regulatory requirements. 

  Preserve the quality and reliability of the product and 

service offering 

  timely correction of vulnerabilities identified in processes. 

  timely follow-up and compliance with specific regulatory 

requests. 

  Acculturation of risk management awareness and accoun-

tability. 

  develop and deliver both on-line and face-to-face training 

programs. 

  create awareness of operational risk management and 

control through internal communication channels. 

this framework allows the Bank to continuously improve its 

methodologies and to embed a cultural awareness throu-

ghout the organization with respect to the responsibility for 

managing and controlling operational risk. 

differential 

the operational Risk unit maintains its staff professionally 

up-to-date and trained to face a changing business environ-

ment. Moreover, the unit offers both Intranet and face-

toface training programs to other staff members throughout 

the Bank. 

noteworthy accomplishments include: 

  Annual operational and technological Risk Prevention and 

control Week. 

  Integration program for new employees, consisting of 

lectures that focus on each individual’s responsibility 

within the context of operational risk management. 

  training on how to assess the internal control environ-

ment. 

  elaborate, publish and maintain policy manuals that 

reinforce cultural awareness and employee involvement in 

operational risk management practices. 

  coordinate the annual operational risk loss forecast, 

identify action plan initiatives to reduce losses and 

improve accountability. 

  develop key risk indicators to obtain data for absolute and 

comparative analysis based on volumes and benchmarks. 

  Interact with other units throughout the Bank and elect 

representatives within the most risk-prone areas including 

Information technology. 

outlook 

Based upon the framework, methodologies, and modus 

operandi that are in place, the santander Brazil aims to 

strengthen its position both locally and internationally. As 

such, the Bank strives to consolidate its strategy and remain 

in the forefront of operational, technological and business 

continuity risk management and control. further substantia-

ting this claim is the implementation of not only an efficient 

and effective internal control environment but also a risk 

exposure identification process. 

Key accomplishments and additional information, such 

as the establishment of the operational Risk executive 

committee, have been published since december 2008 in 

Annual Reports and consolidated financial statements, 

which can be found at www.ri.santander.com.br. 

V. REPUTATIONAL RISK 

1. Reputational Risk 

santander (Brazil) believes that the fundamental precept of 

its long-term business sustainability and shareholder value 

creation requires proper conduct of the business activities in 

accordance with santander corporate values. 

compliance risk has been defined as the risk of legal or 

regulatory sanctions, material financial loss, or reputational 

harm santander (Brazil) may suffer as a result of its failure 

to comply with relevant laws, regulations, principles and 

rules, standards and codes of conduct applicable to its 

activities, in letter and in spirit. 

santander (Brazil) defines reputational risk as a risk arising 

from negative public opinion, irrespective of whether this 

opinion is based on facts or merely on public perception. 

such risk can result from either: 

  Actions and behaviour of the organization or its staff 

like products sold, services provided or interactions with 

stakeholders, which constitutes direct risk. 
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  Actions and behaviour of external parties, which constitu-

tes indirect risk. 

2. organization and independen-
ce of the compliance function 

A key component of risk management is to ensure that 

the bank’s reputation is preserved and enhanced through 

selecting to engage responsibly in the right business, with 

the right clients. 

the compliance department is responsible for assisting 

the bank to identify, measure and mitigate a significant 

part of the compliance risk but not in its entirety. other key 

stakeholders in the process include the supervisory Board, 

senior Management, finance department, human Resour-

ces, Risk department and legal. 

the compliance function within the bank is the independent 

oversight on behalf of senior management of those core 

processes and related policies and procedures that seek 

to ensure the bank is in conformity with industry-specific 

laws and regulations in letter and spirit, thereby helping to 

maintain the bank’s reputation. 

3. directives 

a. compliance principles – ethics and 
conduct in the securities Markets 

the Bank’s ethical principles and conduct parameters are 

established in internal policies which are made available 

and formally adhered to by all employees. Proper commu-

nication channels are in place to clarify doubts and com-

plaints from staff, and monitoring and controls are conduc-

ted in a way that adherence is secured. 

b. Anti-money laundering 

the Bank’s anti-money laundering policies are based on 

the knowledge and rigorousness in the acceptance of new 

clients, complemented by the continuous scrutiny of all 

transactions entered into by the bank. the importance given 

to the theme is reflected on the direct involvement of higher 

management, namely the executive committee for AMl 

and compliance, which meets each trimester to deliberate 

on issues regarding the theme and to be directly involved 

with new clients acceptance and suspicious transactions 

reporting. 

c. new products and services and suitability 

All new products and services are debated/analyzed in 

internal committees on several levels until their risks are 

completely minimized, the global committee of new 

Products (cngP), integrated by senior executives of santan-

der (spain), being the ultimate approval instance. 

VI. COMPLIANCE WITH THE NEW REGULATORY 
FRAMEWORK 

the santander Bank has assumed from the outset a firm 

commitment to the principles underlying the “Revised 

framework of International convergence of capital Mea-

surement and capital standards” (Basel II). this framework 

allows entities to make internal estimates of the capital 

they are required to hold in order to safeguard their 

solvency against events caused by various types of risk. As a 

result of this commitment, the santander Bank has devoted 

all the human and material resources required to ensure 

the success of the Basel II implementation plan. for this 

purpose, a Basel II team was created in the past, consisting 

of qualified professionals from the Bank’s different areas: 

mainly Risks, technology and operations, the controller’s 

unit, financial Management, Internal Audit −to verify the 

whole process, as the last layer of control at the entity−, 

and Business −particularly as regards the integration of the 

internal models into management Additionally specific work 

teams have been set up to guarantee the proper manage-

ment of the most complex aspects of the implementation. 

supplementing the efforts of the Basel II operating team, 

santander Bank senior management has displayed total 

involvement from the very beginning. thus, the progress of 

the project and the implications of the implementation of 

the new capital Accord for the santander Bank have been 

reported to the management committee and to the board 

of directors on a regular basis. 

In the specific case of credit risk, the implementation 

of Basel II entails the recognition, for regulatory capital 

purposes, of the internal models that have been used for 

management purposes. 

the Bank intends to apply, over the next few years, the 

advanced internal ratings-based (AIRB) approach under 

Basel II for substantially all its banks, until the percenta-

ge of net exposure of the loan portfolio covered by this 

approach is close to 100%. 
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given the medium-low risk profile characterizing 

santander’s business activities, since it focuses primarily 

on commercial banking (corporations, sMes and individu-

als), and the significant diversification of the Bank’s risk 

and business profiles will enable it to offset the additional 

capital requirements arising from the Internal capital 

Adequacy Assessment Process (presented under Pillar 2), 

which takes into account the impact of risks not addressed 

under Pillar 1 and the benefits arising from the diversifica-

tion among risks, businesses and geographical locations. 

In addition to the supervisory validation and approval 

process, the santander Bank continued in 2009 with the 

project for the progressive implementation of the technolo-

gy platforms and methodological developments required for 

the roll-out of the AIRB approaches for regulatory capital 

calculation purposes. therefore, the Bank expects to apply 

advanced approaches for the calculation of regulatory 

capital requirements at its business units in Brazil in 2013, 

after the required approval from the supervisory authorities 

has been obtained. 

As regards the other risks explicitly addressed under Pillar 1 

of Basel II, the santander Bank is developing internal model 

for market risk with respect to the treasury area’s trading 

activities in Brazil. It is expected that Banco santander 

Brazil presents the application in the 2nd. semester of 2010 

to regulators in order to use internal models to calculate 

regulatory capital. As far as operational risk is concerned, 

the Bank decided to use the standardized approach for 

regulatory capital calculation purposes, since it considers 

that the use of AMA approaches for this risk is somewhat 

premature. 

Pillar 2 is another significant line of action under the Basel 

II corporate framework. In addition to reviewing and 

strengthening the methodology supporting the economic 

capital model, the technology was brought into line with 

the platform supporting Pillar 1, so that all the informa-

tion on credit risk will come from this source when Brazil 

implement internal models under Pillar 1. In 2008 the 

santander Bank’s economic capital model was submitted to 

a thorough review by an international team of ceBs super-

visors led by the Bank of spain, in addition to the internal 

review conducted at the end of 2008 by the Bank’s internal 

validation and internal audit teams. 

Internal validation of risk models

Internal validation is a pre-requisite for the supervisory 

validation process. A specialized unit of the entity, with 

sufficient independence, obtains a technical opinion on the 

adequacy of the internal models for the intended internal or 

regulatory purposes, and concludes on their usefulness and 

effectiveness. this unit must also assess whether the risk 

management and control procedures are adequate for the 

entity’s risk strategy and profile. 

In addition to complying with the regulatory requirement, 

the internal validation function provides an essential 

support to the risk committee and the local risk committees 

in the performance of their duties to authorize the use of 

the models (for management and regulatory purposes) and 

in their regular reviews, since senior management must 

ensure that the entity has appropriate procedures and 

systems in place for the monitoring and control of credit 

risk. 

Internal model validation at the santander Bank encompas-

ses credit risk models, market risk models, option pricing 

models and the economic capital model. the scope of the 

validation includes not only the more theoretical or metho-

dological aspects, but also the technology systems and the 

quality of the data they provide, on which their effective 

operation relies, and, in general, all the relevant aspects 

of advanced risk management (controls, reporting, uses, 

involvement of senior management, etc.). therefore, the aim 

of internal validation is to review quantitative, qualitative, 

technological and corporate governance-related aspects. 

the internal validation function is located, at corporate 

level, within the Integrated Risk control and Internal Risk 

validation area (cIvIR) and reports directly to head office 

(the third deputy chairman of the Bank and to the chairman 

of the risk committee) in Madrid. this function is performed 

at a global and corporate level in order to ensure uniformity 

of application. the need to validate models implemented at 

thirteen different units subject to nine different local super-

visors, combining efficiency and effectiveness, made it advi-

sable to create three corporate validation centers located in 

Madrid, london and sao Paulo. this facilitates the applica-

tion of a corporate methodology that is supported by a set 

of tools developed internally by the santander Bank which 

provide a robust corporate framework for application at all 
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the Bank’s units and which automate certain verifications to 

ensure efficient reviews. 

It should be noted that the santander Bank’s corporate 

internal validation framework is fully consistent with the 

internal validation criteria for advanced approaches issued 

by the Bank of spain. Accordingly, the Bank maintains the 

segregation of functions between internal validation and 

internal audit, which, in its role as the last layer of control 

at the Bank, is responsible for reviewing the methodology, 

tools and work performed by internal validation and for 

giving its opinion on the degree of effective independence. 

capital Management

the Bank’s capital management is performed at regulatory 

and economic levels. 

Regulatory capital management is based on the analysis 

of the capital base and the capital ratios using the criteria 

of Brazilian central Bank. the aim is to achieve a capital 

structure that is as efficient as possible in terms of both cost 

and compliance with the requirements of regulators, ratings 

agencies and investors. Active capital management includes 

securitizations, sales of assets, preference and subordinated 

issues of equity instruments and hybrid instruments. 

from an economic standpoint, capital management seeks 

to optimize value creation at the Bank and at its different 

business units. to this end, the economic capital, RoRAc 

(return on risk-adjusted capital) and value creation data for 

each business unit are generated, analyzed and reported 

to the management committee on a quarterly basis. Within 

the framework of the internal capital adequacy assessment 

process (Pillar 2 of the Basel capital Accord), the Bank uses 

an economic capital measurement model with the objec-

tive of ensuring that there is sufficient capital available to 

support all the risks of its activity in different economic sce-

narios, with the solvency levels agreed upon by the Bank. 

In order to adequately manage the Bank’s capital, it is es-

sential to estimate and analyze future needs, in anticipation 

of the various phases of the business cycle. Projections of 

regulatory and economic capital are made based on referen-

ce to the budgetary information (balance sheet, income state-

ment, etc.) and on macroeconomic scenarios defined by the 

economic Research service. these estimates are used by the 

Bank as a reference to plan the management actions (issues, 

securitizations, etc.) required to achieve its ilcapital targets. 

In addition, certain stress scenarios are simulated in order 

to assess the availability of capital in adverse situations. 

these scenarios are based on sharp fluctuations in macroe-

conomic variables, gdP, interest rates, stock market indexes, 

etc. that mirror historical crises that could happen again. 

VII. ECONOMIC CAPITAL

Main objectives

the emergence of economic capital models across the 

financial world was aimed at addressing a fundamental 

problem of regulatory capital. Risk sensitiveness. the latter 

is mandatory and has been defined by regulators in a one-

size-fits-all manner for comparison purposes. 

By contrast, economic capital models are primarily designed 

to yield risk sensitive estimations with two objectives in 

mind: managing risk more accurately and allocating the 

cost of maintaining regulatory capital among different units 

within the organisation. 

taking into consideration the importance of developing risk 

sensitive capital models, santander Brazil has been making 

all the efforts to build a robust economic capital model and 

integrate it fully in the management of the business. 

the main objectives of santander’s economic capital fra-

mework are: 

1 – consolidate Pillar II and other risks impinging business 

activities into a single quantitative model, as well as 

fine tune capital estimations by establishing correlations 

between the different risks; 

2 – Quantify and monitor variations on different types of 

risk; 

3 – distribute capital consumption for the main portfolios 

and manage its return on capital efficiency (RoRAc); 

4 – estimate the economic value Added for each business 

unit in order to assess performance targets and improve the 

shareholder’s return. the economic profit must surpass the 

group’s cost of capital; 

5 – compliance with the home and host regulators in the 

process of the supervisory review of Pillar II. 
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the Model 

When calculating economic capital the Bank must decide 

the levels of losses it wants to cover. this is defined by the 

level of confidence with which it wants to ensure the con-

tinuation of its business. santander’s adopted confidence 

level is at 99.97% which is considerably above the 99.90% 

required by Basel II. this basically means that santander 

assumes a probability of default of 0.03%, three times 

lower than the 0.1% proposed by Basel II. 

As a result of its prudent economic capital model, santan-

der meets the criteria for receiving a global AA rating. 

Brazil’s Risk profile 

the risk profile of Brazil is distributed by the following types 

of risks: 

the credit activity, which in dec 2009 required 68,6% of 

Brazil’s economic capital, continued to be the main source 

of risk. this was followed by AlM, Business and operational 

Risk respectively. 

Business risk has very conservative Beta factors which are 

applied to general Business expenses. operational Risk 

uses as its basis the standardised approach. As such, it 

applies Beta factors to the gross Income which is and it is 

very punitive for countries with high spreads. 

*the economic capital model did not include data of Banco Real for Jun 08. In order to 
include both banks a proxy was used for estimating the number. 
** A forecast has been used for dec 09. 

the estimated RoRAc (risk adjusted return) for dec 09 is 

22.91%.

santander Brazil periodically assesses the level and evo-

lution of the creation of value (evA) of its main business 

units. the evA is the profit generated above the cost of 

capital employed, and is calculated using the following 

formula:

evA=RoRAc – cost of capital

RoRAc=economic Profit/economic capital 

the economic profit is obtained by making some necessary 

adjustments to the net profit. the cost of capital, which is 

the minimum remuneration required by the shareholders, 

can be calculated by adding to the risk free return , the 

premium that shareholders require to invest in santander. 

the model currently in use is the cAPM.

santander also conducts capital planning based on stress 

test scenarios with the purpose of obtaining future projec-

tions of economic and regulatory capital. Results forecasts 

for the Bank are incorporated into the various scenarios in 

a coherent way, including their strategic objectives (organic 

growth, M&A, pay-out ratio, debt issues, etc). Possible 

capital management strategies are identified to enable the 

Bank’s solvency and return on capital to be optimised.

despite the fact that the economic capital estimations 

yield conservative numbers, santander is in a very comfor-

table position. the bank has 95% more capital than the 

economic capital requirement. As for the regulatory capital 

the bank has 108% more capital. (It does not consider the 

goodwill effect).

RoRAc

santander has been using RoRAc since 1993, with the 

following purposes:

1.  to analyse and set a minimum price for operations (ad-

missions) and clients (monitoring);

2.  to estimate the capital consumption of each client, 

economic groups, portfolio or business segments in order 

to optimize the allocation of economic capital thus maxi-

mising the bank’s efficiency;

3.  to calculate the level of provisions that correspond to 

average expected losses.

% Capital

Dec 09

Risk

credit 68.6%

Market 4.1%

AlM 10.4%

Business 10.4%

operational 8.1%

TOTAL 100%

Dec 08 Jun 08 Dec 09 Jun 09

Risk

credit 73.70% 73.10% 68.60% 69.80%

Market 1.80% 4.20% 4.10% 6.70%

AlM 7.20% 6.70% 10.40% 7.00%

Business 10.30% 8.50% 8.80% 8.60%

operational 7.00% 7.50% 8.10% 7.70%

TOTAL 100% 100% 100% 100%
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for assessing each transaction the economic capital takes 

into consideration some variables in order to calculate the 

expected and unexpected losses.

Amongst these variables it is taken into consideration:

1 – counterparty rating;

2 – Maturity;

3 – guarantees;

4 – type of financing; 

the return on capital is determined by the cost of capital. 

In order to create value for the shareholders the minimum 

return that a transaction must yield must be higher than 

santander’s cost of capital. A transaction which does not 

cover the cost of capital is not approved. 

VIII. TRADING BOOK SENSITIVITY ANALYSIS

from a local regulatory point of view, Banco santander’s 

trading risk management is focused on portfolios and risk 

factors pursuant to BAcen’s regulations and good interna-

tional practices. 

As in the management of market risk exposure, financial 

instruments are segregated into trading and banking 

portfolios according to the best market practices and the 

transaction classification and capital management criteria 

of the Basel II new standardized Approach of BAcen. the 

trading portfolio consists of all transactions with financial 

instruments and products, including derivatives, held for 

trading, and the banking portfolio consists of core business 

transactions arising from the different Bank business lines 

and their possible hedges. Accordingly, based on the nature 

of the Bank’s activities, the sensitivity analysis was fully 

applied to the trading portfolio, as this portfolio represents 

the exposures that may have impacts on the Bank’s income. 

the table below summarizes the stress values generated by 

the Bank’s corporate systems, related to the trading portfo-

lio, for each one of the portfolio scenarios as of the dates 

specified on each table and does not necessarily reflect the 

current position, in view of the market dynamics and the 

Bank’s activities. 

Santander Group Brazil Trading Book Sensitivity

in thousand of BRL Dec 08 Dec 09

Risk Factor Scenario 1 Scenario 2 Scenario 3 Scenario 1 Scenario 2 Scenario 3

IR usd (1,092) 14,279 96,598 4,727 36,066 169,130

IR other currency (1,198) (11,981) (59,903) (4,025) (40,251) (201,256)

fixed Rate (BRl) (3,354) (33,536) (167,681) (3,640) (36,401) (182,006)

cash equity & equity Index 3,812 9,529 19,058 (565) (1,411) (2,823)

Inflation (1,809) (18,086) (90,431) 465 4,654 23,272

other (3,609) (36,091) (180,455) (2) (23) (114)

TOTAL (7,250) (78,886) (382,814) (3,040) (37,366) (193,797)

scenarios 2 and 3 above consider the deterioration situ-

ations established in cvM Instruction 475, of december 

17, 2008, considered as of low probability. According to 

the strategy defined by Management, if signs of deteriora-

tion are detected, actions are taken to minimize possible 

negative impacts. 

scenario 1: usually reported in our daily reports and 

corresponds to an upward shock of 10 basis points on the 

local and foreign currencies coupon curves, plus a shock 

of 10% on the currency rates (upwards) and stock market 

(downwards) spot prices, and an upward shock of ten basis 

points on the volatility surface of currencies used to price 

options. 

scenario 2: corresponds to an upward shock of 100 basis 

points on the local and foreign currency coupon curves, plus 

a shock of 25% on the currency rates (upwards) and stock 

market (downwards) spot prices, and an upward shock of 

100 base points on the volatility surface of currencies used 

to price options. 

scenario 3: corresponds to an upward shock of 500 basis 

points on the local and foreign currency coupon curves, plus 

a shock of 50% on the currency rates (upwards) and stock 

market (downwards) spot prices, and an upward shock of 

500 basis points on the volatility surface of currencies used 

to price options.
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IR usd: all products with price changes tied to changes in 

the us currency and the us dollar interest rate.

IR other currency: all products with price changes tied to 

changes in any currency other than the us dollar and the 

us dollar interest rate.

fixed rate (BRl) -in Brazilian reais: all products with price 

changes tied to changes in interest rate in Brazilian reais.

equities and indices: stock market indices, shares and 

options tied to share indices or the shares themselves.

Inflation: all products with price changes tied to changes in 

inflation coupons and inflation indices.

other: any other product that does not fit in the classifica-

tions above.

Thousands of Reais

Note 2009 2008

Shareholders’ equity attributed to the parent under Brazilian GAAP 64,492,693 48,756,557

IfRs adjustments, net of taxes:

Pension plan discount rate e (174,218) (179,343)

classification of financial instruments at fair value through profit or loss f 19,440 43,675

Redesignation of financial instruments to available-for-sale a 555,104 552,854

Impairment on loans and receivables b 960 (234,300)

Accounting under equity method c (15,078) (5,970)

deferral of financial fees, commissions and inherent costs under effective interest rate method g 217,205 174,116

Reversal of goodwill amortization and others h 3,424,772 376,766

Mark to market of foreign currency forward i (30,186) (11,069)

Impairment losses of other financial assets j 31,773 32,200

Impairment losses on non financial assets d 17,439 1,542

Realization on purchase price adjustments k 727,101 315,992

other (1,600) 8,179

Shareholders’ equity attributed to the parent under IFRS 69,265,405 49,831,199

Minority interest under IfRs 1,338 5,279

Shareholders’ equity (including minority interest) under IFRS 69,266,743 49,836,478

45. Supplementary information – Reconciliation of shareholders’ equity and net income of the Bank 
(Not required under IFRS for the year ended December 31, 2009, 2008 e 2007)

following the Brazilian securities commission (cvM) Instruction 457/7 from 13/07/07, we present a reconciliation of 

shareholders’ equity and net income attributed to the parent between Brazilian gAAP and IfRs, for each of the periods 

presented, below: 
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a) Redesignation of financial instru-
ments to available-for-sale: 

under BR gAAP, the Bank accounts for certain investments 

in debt securities at amortized cost and equity instruments 

at cost. under IfRs, the Bank has classified these invest-

ments as available-for-sale, measuring them at fair value 

with the changes recognized in consolidated statements of 

recognized income and expense, under the scope of IAs 39 

“financial Instruments: Recognition and Measurement”. 

b) Impairment on loans and receivables: 

under IfRs, based on the guidance provided by IAs 39 

“financial Instruments: Recognition and Measurement”, 

the Bank estimates the allowance for loan losses based on 

historical experience of impairment and other circumstan-

ces known at the time of assessment. such criteria differs 

in certain aspects, to the criteria adopted under BR gAAP, 

which uses certain regulatory limits defined by the BAcen 

for purposes of allowance for loan losses calculation. 

c) Accounting under equity method: 

under Brazilian gAAP, investments in certain associates 

are accounted for at cost, as they do not meet the criteria, 

under these accounting principles, to be accounted for 

using the equity method. such criteria include total owner-

ship of at least 10% and the relevance of the investment in 

the associate in relation to the investor’s total equity. under 

IfRs, in accordance with IAs 28 “Investments in Associa-

tes”, an investment in an associate which the investor has 

significant influence, even if less than 20% of ownership, 

is accounted for using the equity method of accounting. In 

accordance to Resolution cMn no. 3.619, BR gAAP has 

been amended to converge with the guidance provided by 

IAs 28. 

d) Impairment losses on non financial assets: 

under BR gAAP, impairment losses on certain tangible 

assets relating to the Bank’s branches were recognized 

during the year ended december 31, 2008 as a result of 

the adoption of cPc 01, “Reduction in the Recoverable 

value of Assets.” cPc 01 changed the methodology used 

in BR gAAP to converge to IfRs (IAs no. 36, “Impairment 

of Assets.”). Prior to the issuance of cPc 01, the Bank 

grouped together certain branch assets when evaluating 

for recoverability. under IfRs, the Bank evaluates these 

assets for impairment at the level of each individual branch, 

in which for the Bank represents a cash generating unit in 

accordance with IAs 36 “Impairment of Assets”. 

Thousands of Reais

Note 2009 2008 2007

Net income attributed to the parent under Brazilian GAAP 1.805.899 1.580.614 1.845.396

IfRs adjustments, net of taxes:

Pension plan discount rate e 5,125 6,966 12,501

classification of financial instruments at fair value through profit or loss f (6,687) 34,015 9,660

Redesignation of financial instruments to available-for-sale a (15,243) 49,260 (11,220)

Accounting under equity method c - (16,897) (758)

deferral of financial fees, commissions and inherent costs under effective interest rate method g 43,089 (39,716) 71,898

Reversal of goodwill amortization and others h 3,030,122 376,766 -

Impairment on loans and receivables i 235,260 27,720 (25,080)

Mark to market of foreign currency forward j (19,117) (11,069) -

Impairment losses of other financial assets d (427) 32,200 -

Impairment losses on non financial assets k 15,897 13,332 2,310

Realization on purchase price adjustments 411,109 315,992 -

other 2,579 9,212 (1,708)

Net income attributed to the parent under IFRS 5,507,606 2,378,395 1,902,999

Minority interest under IfRs 358 231 -

Net income (including minority interest) under IFRS 5,507,964 2,378,626 1,902,999
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e) Pension plan discount rate: 

under BR gAAP, the discount rate used for benefit obli-

gations reflects the nominal interest rate. under IfRs, in 

accordance with IAs 19 “employee Benefits”, the rate 

used to discount post-employment benefit obligations was 

determined by reference to market yields at the end of the 

reporting period on high quality bonds. 

f) classification of financial instruments 
at fair value through profit or loss: 

under BR gAAP, all loans and receivables and deposits 

are accounted for at amortized cost. under IfRs, the Bank 

designated certain loans and receivables and deposits as 

“fair value through profit or loss”, in accordance with IAs 

39 “financial Instruments: Recognition and Measurement”. 

Additionaly, certain debt instruments classified as “available 

for sale” under BR gAAP were designated as “fair value 

through profit or loss” under IfRs. the Bank has selected 

such classification basis as it eliminates an accounting 

mismatch in the recognition of income and expenses. 

g) deferral of financial fees, commissions and inherent 
costs under effective interest rate method: 

under IfRs, in accordance with IAs 39 “financial Instru-

ments: Recognition and Measurement”, financial fees, 

commissions and inherent costs that are integral part of 

effective interest rate of financial instruments measured 

at amortized cost are recognized in profit or loss over the 

term of the corresponding contracts. under BRgAAP these 

fees and expenses are recognizes directly at income when 

received or paid. 

h) Reversal of goodwill amortization and others: 

under BR gAAP, goodwill is amortized systematically over 

a period of up to 10 years and the goodwill recorded is 

measured annually or whenever there is any indication that 

the asset may be impaired. under IfRs, in accordance with 

IAs 38 “Intangible Assets”, goodwill is not amortized, but 

instead, is tested for impairment, at least annually, and 

whenever there is an indication that the goodwill may be 

impaired; by comparing its recoverable amount with its 

carrying amount. the goodwill amortization is a permanent 

difference deductible for taxes matters and therefore there 

is no record of deferred tax liability. 

i) Mark to Market of foreign currency forward: 

under IfRs, in accordance with IAs 39 “financial Instru-

ments: Recognition and Measurement”, foreign currency 

forward contracts are derivatives that are recorded at fair 

value. under BR gAAP, these contracts are recorded at 

amortized cost. 

j) Impairment losses of other assets: 

under IfRs, the Bank estimated the impact of accounting 

for allowance other assets, which is different, in certain 

aspects, to the criteria adopted under BR gAAP. 

k) Realization on purchase price adjustments: 

As part of the purchase price allocation, following the 

requirements of IfRs 3, the Bank has revalued its assets 

and liabilities to fair value, including identifiable intangi-

ble assets with finite lives. under BR gAAP, in a business 

combination, the assets and liabilities are not remeasured 

to their related fair values. therefore, this adjustment relates 

to the following items: 

  the amortization related to the step up in the value of 

assets in the loan portfolio in relation to its book value: 

As the value of the loans were adjusted to fair value, this 

causes an adjustment to the yield curve of the related 

loans in comparison to its nominal value, which is offset 

pro-rata with this adjustment. 

  the amortization of the identified intangible assets with finite 
lives over their estimated useful lives (over 10 years).the amor-
tization of the identified intangible assets with finite lives over 

their estimated useful lives (over 10 years).

46. Subsequent Events

Anticipated Redemption of subordinate cdB

on January 22, 2010, the Bank redeemed in advance 

the subordinate cdB (bank certificate of deposit), 

whose creditor was Banco santander espanha, with 

original maturity on March 25, 2019 and amounting to 

R$1,507,000 thousand, pursuant to authorization granted 

by the central Bank of Brazil on January 8, 2010. 

the purpose of the antecipated redemption was to improve 

the funding structure of the Bank, accordingly to the 

strategy informed in the use of proceeds of the “final 

global offering Prospect for the Initial Public offering of 

certificates of deposit shares (units) Issuance of Banco 

santander (Brasil) s.A” and form f-1. 
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Association with getnet

on January 14, 2010, the Bank signed the contractual and 

by-law documents instruments with getnet tecnologia em 

captura e Processamento de transa ›es eletr™nicas hua 

ltda. (“getnet”) to jointly explore, explore, develop and 

market transaction capture and processing services invol-

ving credit and/or debit cards in the Brazilian market. the 

details of this alliance and its business plan will be presen-

ted by the end of the first quarter. 
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APPENDIX I – SUBSIDIARIES OF BANCO SANTANDER (BRASIL) S.A. 

Thousands of Reais Participation %

Activity Direct Indirect
Stockholders’ 

equity

Net 
Income 
(Losses)

Direct and Indirect controlled by Banco Santander (Brasil) S.A. 

santander seguros s.A. (5) Insurance 
and Pension 

Plans 100.00% 100.00% 2,360,554 340,600

santander s.A. corretora de câmbio e títulos Broker 99.99% 100.00% 246,393 66,519

santander Brasil Asset Management distribuidora de títulos e valores 
Mobiliários s.A.

Asset  
manager 100.00% 100.00% 237,661 35,913

Banco BAndePe s.A. (1) Bank 100.00% 100.00% 4,015,044 349,539

santander leasing s.A. Arrendamento Mercantil (2) leasing 78.57% 99.99% 11,720,578 1,056,756

Aymoré crédito, financiamento e Investimento s.A. financial 100.00% 100.00% 685,460 62,518

santander Administradora de consórcios ltda. Buying club 100.00% 100.00% 3,809 172

santander Brasil Administradora de consórcio ltda. (3) Buying club 100.00% 100.00% 92,925 38,470

Real Microcrédito Assessoria financeira s.A. Microcredit 100.00% 100.00% 9,616 3,053

santander Advisory services s.A. (4) other  
Activities 100.00% 100.00% 131,902 13,867

companhia Real distribuidora de títulos e valores Mobiliários dealer 100.00% 100.00% 82,625 6,596

santander corretora de câmbio e valores Mobiliários s.A. (6) Broker 99.99% 100.00% 40,200 1,762

Real Argentina s.A. other  
Activities 98.99% 98.99% 53 (123)

Webmotors s.A. other  
Activities 100.00% 100.00% 40,762 11,743

Agropecuária tapirapé s.A. other  
Activities 99.07% 99.07% 6,797 355

Real chP s.A. holding 92.78% 92.78% 4,112 3,614

Controlled by Santander Seguros S.A.

santander Brasil seguros s.A. (5)

Insurance 
and Pension 

Plans - 100.00% 144,634 14,859

santander capitalização s.A. (5) savings and 
annuities - 100.00% 386,870 138,222

Controlled by Companhia Real Distribuidora de Títulos e Val-
ores Mobiliários.

santander securities (Brasil) corretora de valores Mobiliários s.A. Broker - 100.00% 67,784 5,030

Controlled by Santander Advisory Services S.A.

santander s.A. serviços técnicos, Administrativos e de corretagem de
seguros Insurance - 100.00% 63,762 11,162

Real corretora de seguros s.A. Insurance - 100.00% 63,792 47,162

Brazil Foreign Diversified Payment Rights Finance Company securitisa-
tion - (a) 67 -

(a) company over which effective control is exercised. 
(1) current denomination of Banco de Pernambuco s.A. -BAndePe. 
(2) current denomination of Real leasing s.A. Arrendamento Mercantil. 
(3) current denomination of ABn AMRo Administradora de consórcio ltda. 
(4)current denomination of ABn AMRo Advisory services s.A. 
(5) consolidated companies with income from July 2009. 
(6) current denomination of ABn AMRo Real corretora de câmbio e valores Mobiliários s.A. 
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BR gAAP  
financial statements

consolidated financial statements prepared in accordance  
with Brazilian accounting standards.
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BR gAAP financial statements

Dear Stockholders,

We present herein the Management Report and Individual 

and consolidated financial statements of Banco santan-

der (Brasil) s.A. (Banco, Banco santander or santander) 

related to the financial period ending december 31, 2009, 

prepared in accordance with accounting practices esta-

blished by Brazilian corporate law and the standards of 

the national Monetary council (cMn), the central Bank 

of Brazil (BAcen), the Brazilian securities and exchange 

commission (cvM), the national council of Private Insu-

rance (cnsP) and the superintendence of Private Insurance 

(susep), when applicable.

Banco santander (Brasil) s.A., indirectly controlled by 

Banco santander s.A., headquartered in spain (Banco 

santander españa), is the leading global institution of the 

financial and non-financial groups before the Bacen. After 

the corporate restructuring (share merger) in August 2008, 

Banco ABn AMRo Real s.A. and ABn AMRo Brasil dois 

Participações s.A. and their respective subsidiaries (Banco 

Real conglomerate) were integrated into financial and 

economic-financial santander conglomerates.

Presentation of Financial Statements 

the consolidated financial statements of santander for 

the period ended december 31, 2009 include the balance 

sheet and income and expense information of Banco Real 

conglomerate, while the consolidated financial statements 

for the same period in 2008 consider Banco Real’s results 

of operations, since August 2008.

for a better understanding of changes in santander’s finan-

cial statement, given the integration of Banco Real con-

glomerate by the santander group, santander’s proforma 

financial information, including the consolidation of Banco 

Real conglomerate for 2009 and 2008, is being disclosed.

this information is supposed to permit additional analysis of 

the balances and transactions for better comparability and 

evaluation of income, stockholders’ equity and operational 

indices. santander’s pro-forma financial information does 

not represent the results that might have been obtained 

had the merger of shares taken place in prior periods, nor 

does it constitute santander’s financial statements or are 

indicative of future results.

the following assumptions were adopted in preparing the 

pro-forma financial information:

1. goodwill generated on the acquisition of Banco Real 

conglomerate and the related amortization has not been 

considered in property and equipment, net income and 

stockholders’ equity.

2. net income for the periods ended december 3a, 2009 

and 2008 include income earned by the Banco Real conglo-

merate and disregard the non-recurring income or expenses 

related to the sale of ownership interests, goodwill amorti-

zation and related tax effects, when applicable.

In  in millions of Brazilian Reais

Santander Consolidated Pro Forma
(unaudited) % change

12M09 12M08 dec-09 vs. dec-08

Revenue from financial intermediation before allowance for loan losses 24,024 18,847 27.5%

Allowance for loan losses (9,918) (6,950) 42.7%

Gross profit from financial operations 14,106 11,897 18.6%

Income from services, banking fee and insurance 7,675 8,100 -5.2%

Administrative expenses (12,182) (12,823) -4.8%

tax expenses (2,457) (2,080) 18.1%

other income (expenses) (2,771) (2,335) 18.7%

Net income 4,361 2,759 58.1%

Santander Pro-Forma Statement of Income
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santander’s pro-forma net income for 2009 totaled 

R$4,361 million, compared to the R$2,759 million for the 

prior year. the net income shows a favorable evolution of 

the commercial business results and the effort over the 

costs control.

the allowances for loan losses represented 6.7 percent of 

the credit portfolio for 2009, over 4.9 percent in 2008. the 

allowance for loan losses grew 42.7 percent in 2009 over 

the prior year. this increase is mainly due to the expansion 

in lending operations, as well as the increase in default, 

resulting from the social and economic situation in the local 

and international markets.

Administrative expenses totaled R$12,192 million in 2009, 

a decline of 4.9 percent compared to 2008, reflecting our 

cost control effort.

In  in millions of Brazilian Reais

Santander Consolidated Pro Forma
(unaudited) % change

Dec-09 Dec-08 dec-09 vs. dec-08

Current and long-term assets 312,422 308,577 1.2%

cash and interbank investments 35,798 42,354 -15.5%

securities and derivatives 79,691 55,824 42.8%

lending operations 142,019 139,410 1.9%

Allowance for loan losses (9,463) (6,868) 37.8%

other assets 64,377 77,857 -17.3%

Permanent assets 6,250 6,468 -3.4%

Total assets 318,672 315,045 1.2%

Current and long-term liabitilites
277,831 291,525 -4.7%

deposits 113,473 123,987 -8.5%

Moneymarket funding 34,612 30,932 11.9%

funds from acceptance and issuance of securities 10,737 10,559 1.7%

Borrowing and onlendings 21,203 25,530 -16.9%

other payables 97,806 100,517 -2.7%

Stockholder´s equity 40,841 23,520 73.6%

Total liabilities and stockholders´equity 318,672 315,045 1.2%

Santander Pro-Forma Statement of Income
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santander’s pro-forma total assets totaled R$318,672 

million in december, 2009, a 1.2 percent increase as 

compared to december 2008. of this amount, R$142,019 

million is represented by the credit portfolio, R$79,691 

million by securities and derivatives, mainly federal govern-

ment securities, and R$35,798 million by cash and Inter-

Bank investments and available assets.

1Includes lease/vehicle financing in the amount of R$23,956 (2008 -R$22,936).

In 2009 lending operations kept in line with 2008. the 

highlight was loans to individuals, which rose 9.2 percent 

when comparing in the same year. In this segment the other 

highlights were credit card transactions, which expanded 

21.4 percent; payroll loans grew 10.4 percent and Real 

estate loans with 17.0 percent.

the deposits lessened compared to the previous year, repre-

senting an amount of R$113,473 millions in 2009.

In  in millions of Brazilian Reais

Santander Consolidated % change

Dec-09 Dec-08 dec-09 vs. dec-08

Deposits

demand deposits 14,787 14,730 0.4%

saving deposits 25,217 20,643 22.2%

Interbank deposits 764 1,904 -59.9%

time deposits 72,154 86,231 -16.3%

other deposits 551 479 15.0%

Total 113,473 123,987 -8.5%

In  in millions of Brazilian Reais

Santander Consolidated % change

Dec-09 Dec-08 dec-09 vs. dec-08

legal entities 73,125 75,391 -3.0%

Individuals 63,805 58,417 9.2%

Payroll loans 7,956 7,207 10.4%

credit cards 8,472 6,980 21.4%

Real estate loans 5,226 4,468 17.0%

Personal credits (1) 42,151 39,762 6.0%

Rural credit 5,089 5,602 -9.2%

Total 142,019 139,410 1.9%

Santander Credit Portfolio

Santander Deposits
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global offering of shares

the Board of directors’ meeting held on september 18, 

2009 approved the implementation of the global offering, 

which includes the issue of 525,000,000 (five hundred 

twenty-five million) units, all registered shares, without par 

value, free and clear of any liens or encumbrances, each 

representing one of 55 common shares and 50 preferred 

shares, all registered shares with no par value, free and 

clear of any liens or encumbrances, consisting of the simul-

taneous initial public offering of, (i) of units in Brazil (Brazi-

lian offering), on the over-the-counter, in accordance with 

cvM Instruction 400/2003, and (ii) units abroad, including 

in the form of AdRs representing Adss registered with the 

u.s. securities and exchange commission (sec) under the 

securities Act of 1933 the united states of America.

the same meeting approved the Bank listing and the 

trading of units, common shares and preferred shares in 

BMf&Bovespa stock exchange’s level 2 corporate gover-

nance Practices.

the global offering was coordinated on a firm guarantee 

of settlement. under the Article 24 of cvM Instruction 

400/2003, the total number of units/Adss initially offered 

in the global offering (excluding the Additional units, as 

defined below) could be increased up to 6.85 percent, up to 

35,955,648 units, including in the form of Adss under the 

same conditions and at the same price of the units/Adss 

initially offered (supplemental units), according to option 

sanctioned by credit suisse securities (usA) llc, designed 

to meet a possible excess of demand over the global 

offering (supplemental option).

under the Article 14, paragraph 2 of cvM Instruction 400, 

the total number of units initially offered (not including the 

supplemental units) could be but was not, in agreement 

with the underwriters, be increased by up to 4.76%, i.e., up 

to 25,000,000 units, including the form of Adss under the 

same conditions and at the same price initially offered the 

units (Additional units).

the Brazilian offering was directed in the Retail offer, to 

non-Institutional Investors and the Institutional offer to 

Institutional Investors.

on october 6, 2009, the global offering shares were 

priced at R$23.50 per unit. the units are traded on the 

BMf&Bovespa stock exchange and the new york stock 

exchange (nyse) since october 7, 2009.

other characteristics and terms of the global offering are 

evidenced in the global Public offering Prospectus for the 

primary issuing of American depositary shares (units), from 

october 6, available under www.santander.com.br, and at 

the cvM website and also at sec website.

on october 29, 2009 the Brazilian central Bank ratified 

Banco santander capital increase related to the global 

offering and the partial exercise of the supplemental 

option of october 29, 2009.

the results of the global offering were disclosed as 

required by the closure of the Add published at valor eco-

nômico newspaper of november 10, 2009.

corporate Restructuring

- Banco ABN AMRO Real S.A. (Banco Real) and ABN 

AMRO Dois Participações S.A. (AAB Dois Par)

on July 24, 2008, Banco santander spain took indirect 

share control of the companies of the ABn AMRo Real 

conglomerate in Brazil, after meeting all conditions for this 

transfer of control, especially the approval of de nederlan-

dsche Bank (the central Bank of the netherlands) and the 

Bacen.

the extraordinary stockholders’ Meeting held on August 

29, 2008 of Banco santander, Banco Real and AAB dois 

Par approved the corporate restructuring as defined in the 

Agreement and Plan of Merger of shares of Banco ABn 

AMRo Real s.A. and ABn AMRo Brasil dois Participações 

s.A. into Banco santander s.A. (Merger Agreement).

the above-mentioned merger agreement established the 

justifications and conditions for the corporate restructuring 

consisting of the merger of all shares of Banco Real and 

AAB dois Par into Banco santander (Merger of shares). 

As a result of the merger of shares: (a) Banco Real and AAB 

dois Par were converted into wholly-owned subsidiaries 

of Banco santander; (b) Banco santander’s capital was 

increased based on the economic value of the shares of 

Banco Real and AAB dois Par from R$9,131,448 thousand 

to R$47,152,201 thousand and (c) shares were issued by 

Banco santander and delivered to the respective stockhol-

ders of Banco Real and AAB dois Par.
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the goodwill accrued based on the August 31, 2008 data 

related to the acquisition of Banco Real and AAB dois Par 

was R$26,333,931 thousand.

the objectives of the operation were: (a) assure the transfer 

of the businesses acquired by Banco santander spain 

to its subsidiary already established and in operation in 

Brazil - Banco santander; (b) assure the preservation of 

the corporate entity of Banco santander, Banco Real and 

AAB dois Par; (c) concentrate the minority interest in these 

institutions only in Banco santander.

the operation allows rationalizing and simplifying the 

equity structure of the companies of the santander group 

in Brazil and will enable the stockholders of Banco Real and 

AAB dois Par to become stockholders of a publicly traded 

company and have access to the current dividend policy of 

Banco santander.

this new structure also allows a reduction of administra-

tive costs, especially those related to legal and regulatory 

requirements.

As this is an operation involving the merger of shares, the 

corporate entity of Banco Real and AAB dois Par were 

preserved and any variations subsequent to the date of 

their balance sheets were properly accounted for in their 

respective accounting books.

the incorporation of the shares was ratified by the Bacen 

on January 27, 2009.

- Merger of Banco Real and Sudameris Distribuido-

ra de Títulos e Valores Mobiliários S.A. (Sudameris 

DTVM)

on April 14, 2009, the executive committees of Banco Real 

and sudameris distribuidora de títulos e valores Mobiliários 

s.A. (sudameris dtvM) approved and decided to submit to 

the approval of their respective stockholders the “Merger 

Agreement of sudameris distribuidora de títulos e valores 

Mobiliários s.A. by Banco ABn AMRo Real s.A.”.

on the same date, the executive committees of Banco san-

tander and Banco Real approved and decided to submit to 

the approval of the Board of directors of santander and its 

respective stockholders the corporate restructuring proposal 

as set out by the “Merger Agreement of Banco ABn AMRo 

Real s.A. by Banco santander s.A.” (the Agreement).

the Mergers were carried out through the transfer of the 

book net assets of the Merged companies to the equity 

of the Merger, based on the audited balance sheets as of 

March 31, 2009. changes in equity occurring between 

the date of said balance sheets and the completion of 

the Mergers, on April 30, 2009 (date of the extraordinary 

shareholders’ Meetings that approve the Mergers) were 

recognized and recorded directly by the Acquirers.

As the Mergers involved wholly-owned subsidiaries, (i)

determining a share exchange ratio; (ii) defining withdrawal 

rights; (iii) increasing the capital of Banco santander and 

Banco Real, and (iv) changing the voting, dividend or any 

other equity or corporate rights to which the stock issues by 

Banco santander is currently entitled were not necessary as 

a result of these transactions.

- Merger of shares Santander Seguros S.A. (Santan-

der Seguros), Banco Commercial e de Investimento 

Sudameris S.A. (BCIS) and Santander Brasil Asset 

Management Distribuidora de Títulos e Valores 

Mobiliários S.A. (Santander Brasil Asset)

the extraordinary stockholders’ Meeting held on August 

14, 2009, of Banco santander, santander seguros s.A. 

(santander seguros), Banco commercial e de Investimento 

sudameris s.A. (Banco BcIs), and santander Brasil Asset 

Management distribuidora de títulos e valores Mobiliários 

s.A. (santander Brasil Asset) was approved the corporate 

restructuring proposal pursuant to the terms and conditions 

of the “Agreement and Plan of Merger of shares of san-

tander seguros s.A., Banco commercial e de Investimento 

sudameris s.A. and santander Brasil Asset Management 

distribuidora de títulos e valores Mobiliários s.A. into 

the equity of Banco santander (Brasil) s.A.” (the Merger 

Agreement).

the Merger Agreement establishes the reasons and 

conditions for the corporate restructuring consisting of 

the merger of all the shares of santander seguros, BcIs 

and santander Brasil Asset into the equity of santander 

(share Merger). As a result of the share Merger, santander 

seguros, Banco BcIs and santander Brasil Asset (Merged 

companies) were transformed into whollyowned subsidia-

ries of Banco santander (Merging company), under Article 

252 of law 6404/76 and the stockholders’ equity of Banco 

santander was increased in the amount of R$2,471,413 

thousand to the corresponding value of the shares of 
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santander seguros, the BcIs and santander Brasil Asset, 

through the issuance of 14,410,886 shares (7,710,343 

ordinary shares and 6,700,543 preferred shares), all regis-

tered shares with no par value, delivered to the respective 

shareholders of the Merged companies.

the balance sheets of Banco santander, santander seguros, 

Banco BcIs and santander Brasil Asset as of June 30, 2009 

consist of the basic balance sheets of the share Mergers.

due to this transaction consists of a share merger, as set 

out in law, the legal personality of the merged companies 

was maintained and the changes in equity subsequent to 

the date of their balance sheets were properly recorded in 

their accounting books.

- Merger of BCIS and ABN AMRO Administradora de 

Cartões de Crédito Ltda. (AA Cartões)

At the meetings held on July 28, 2009, the executive 

committees of BcIs and Banco santander and the partners’ 

meeting of AA cartões, were approved and decided to 

submit to the approval of their stockholders the corporate 

restructuring proposal pursuant to the terms and conditions 

of the “Agreement and Plan of Merger of shares of Banco 

commercial e de Investimento sudameris s.A. and ABn 

AMRo Administradora de cartões de crédito ltda by Banco 

santander (Brasil) s.A.”

the merger was carried out through the transfer of the 

book net assets of the Merged companies to the equity of 

the Merging company, based on the audited balance sheets 

as of June 30, 2009. changes in equity occurring between 

the date of said balance sheets and the completion of the 

mergers (date of the corresponding extraordinary stockhol-

ders’ Meetings that approve the mergers) were recognized 

and recorded directly by the Merging company.

- Full spin-off of Santander Investimentos em 

Participações (Santander Participações) with the 

transfer of its equity to Banco Santander and San-

tander Advisory Services S.A.

At the meetings held on July 28, 2009, the executive com-

mittees of Banco santander, santander Participações, and 

santander Advisory services s.A.(Advisory) approved and 

decided to submit to the approval of their stockholders and 

the Board of directors of Banco santander the corporate 

restructuring proposal pursuant to the terms and conditions 

of the “spin-off Agreement and Plan of santander Investi-

mentos em Participações s.A., with transfer of all its equity 

to Banco santander (Brasil) s.A. and santander Advisory 

services s.A.” (the spin-off Agreement).

the spin-off Agreement established the reasons and con-

ditions of the corporate restructuring consisting of the full 

spin-off of santander Participações (the spun-off company), 

with the termination and the transfer of its equity to Banco 

santander and Advisory (spin-off).

under the spin-off Agreement, the stockholders’ equity of 

the spun-off company was appraised based on the balance 

as of June 30, 2009. As a result of the spin-off (a) the 

spun-off company was terminated; (b) all assets, rights, lia-

bilities, obligations and liabilities of the spun-off company 

related to the spun-off net assets were automatically and 

respectively transferred to the net assets of Banco santan-

der and Advisory, which became the successors of all its 

rights and obligations related to the spun-off net assets.

the changes in equity of each, spun-off net assets, occur-

ring from the balance sheet date to the date the transaction 

(August 31, 2009), which was the day when the extraordi-

nary stockholders’ Meeting approved the full spin-off, were 

was appropriately and respectively recorded in the books 

and other accounting documents of Banco santander and 

Advisory. this process and being ratified by Bacen.

other reorganizations of Banco 
santander´s controlled companies

still related to part of the social restructuring process of the 

conglomerate companies, several reorganizations were im-

plemented within Banco santander´s controlled companies:

  Incorporation of AAB dois Par and Real seguros vida 

e Previdência s.A. (current denomination of Real tokio 

Marine vida e Previdência s.A.) by santander seguros s.A.. 

the incorporation and denomination alteration are been 

ratified by susep;

  Incorporation of Real capitalização s.A. by santander 

capitalização s.A., which is being ratified by susep;

  Incorporation of cruzeiro factoring sociedade de fomento 

commercial ltda. and credicenter empreendimentos e 

Promoções ltda. by AA cartões;

  Incorporation of santander Asset Management distribui-

dora de títulos e valores Mobiliários ltda. by santander 
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Brasil Asset, which is being ratified by Bacen;

  Incorporation of ABn AMRo Arrendamento Mercantil 

s.A. by santander leasing s.A. Arrendamento Mercantil, 

ratified by Bacen on november 30, 2009;

  Incorporation of santander Brasil Arrendamento Mercantil 

s.A. by santander leasing s.A. Arrendamento Mercantil, 

which is being ratified by Bacen;

  Incorporation of santander Brasil s.A. corretora de títulos 

e valores Mobiliários by santander s.A. – corretora de 

câmbio e títulos, wich is being ratified by Bacen;

  Parcial spin-off of santander corretora de câmbio e 

valores Mobiliários s.A. with transfer of the net assets to 

santander s.A. – corretora de câmbio e títulos, still being 

ratified by Bacen.

the corporate restructuring mentioned above, represent 

steps in the process of consolidating the investments in 

Brazil, with a consequent strengthening of its operational 

structure and organizational unification of their activities.

economic scenario

Recent economic indicators have confirmed the continuance 

of economic growth. the relaxing of credit restrictions, the 

reduction in interest rates and, most of all, the increased 

confidence of the business community are signs that the 

crisis is history.

the gdP in third quarter, 2009, reported in december, was 

1.3% higher than in the previous quarter. this performance 

still reflects the recovery in the industry, but the weak per-

formance of the agricultural sector hampered growth. the 

biggest highlight, however, is the recovery of investments, 

which grew by 6.5% over the previous quarter. In the job 

market, unemployment rate reached 7.4% in november, 

continuing its trajectory of growth that began after March 

when it reached its peak of 9.0%during the crisis.

Inflation has a positive trend and ended 2009 at 4.3%. 

the low food prices and weak industrial activity enabled the 

basic interest rate (selic) to remain at its lowest of 8.75% 

till the end of 2009.

As for the external accounts, the balance of payments in the 

12 months through december recorded an improvement, 

mainly due to the inflow of financial investments, a strong 

sign of increased confidence in the Brazilian economy.

this has been one of the factors behind the Real’s appre-

ciation, which was R$ 1.74/us$ at the end of the fourth 

quarter of 2009, 2.0% up over the previous quarter.

the maintenance of high foreign reserves, which totaled 

us$ 239 billion in december 2009, also contributed to a 

better perception of Brazil.

total credit in the national financial system continues its 

recovery trend, especially in the personal loan segment. 

In december, the credit/gdP ratio was 45,0%, the highest 

in 15 years.

Individual loans continued to bounce back, thanks to the 

lower interest rates and the improvement in consumer con-

fidence. Payroll-deductible loans are still the key component 

of the individual loan portfolio (mainly due to their volume 

and quality), but real estate loans have drawn attention due 

to the solid growth rates recorded so far. corporate loans 

have begun showing signs of recovery, positively contribu-

ting to the increase in free credit. however, the scenario is 

not entirely back to normal, as underlined by the default 

level and the reduction in average terms, indicating that 

companies are borrowing little for investments.

In general terms, the sound health of the economy and 

the financial system were fundamental for minimizing the 

effects of the crisis on Brazil. the maintenance of solid 

fundamentals reduced the country’s vulnerability and this 

scenario should drive business growth in the banking 

industry.
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Performance

As a result of the previously-mentioned corporate res-

tructuring, and in accordance with prevailing legislation, 

santander’s balance sheet and statement of income are 

being presented compared to the data reported in the same 

related prior periods, which do not encompass Banco Real’s 

assets, liabilities and income and expenses for the first eight 

months of 2008; therefore, any analysis of development of 

financial information is limited.

1. net Income

santander posted net income of R$1,806 million for 

2009, including the expense of R$2,877 related mainly 

to goodwill from Banco Real acquisition, profits from sold 

investments, compensated by credit provisions and contin-

gencies reinforcements.

2. Assets and liabilities

total consolidated assets amounted to R$342,324 million 

as of december 31, 2009. of this amount, R$142,019 

million is represented by the credit portfolio, R$79,621 

million by securities and derivatives, mainly federal go-

vernment securities, and R$30,174 million by interbank 

investments.

santander currently holds R$839 million of securities clas-

sified as “held to maturity” and has the financial capacity 

and intention to do so.

shareholders’ equity

santander’s stockholders’ equity totaled R$64,493 million 

as at december, 2009.

In october, 2009, due to the global offering Banco san-

tander share capital increased 560.955.648 units, totaling 

R$12.989 million, after issuing expenses. In extraordi-

nary stockholders’ Meeting held in August, 2009, it was 

approved the increase of the share capital by R$2.471 

million, by means of issuing 14,410,886 thousand shares, 

(7,710,343 thousand common shares and 6,700,543 

thousand preferred shares), related to santander seguros, 

santander Brasil Asset and BcIs shares incorporation. In 

2009, santander´s Management committee approved the 

Border of directors proposal of distributing dividends and 

interest on capital according to the table below. the amount 

of the intermediate and intercalary dividends and interest 

on capital are added up to the obligatory dividends and the 

payment date is february 22, 2010, disregarding any addi-

tional amounts due to bringing the amounts up to date.

Brazilian Reais per Thousands of Shares / Units

In Thousands 
of Brazilian 

Reais (5) Common Preferred Units

Interest on capital based on interim net income for the period of december 31, 2009 (1) 340,000 0,9974 1,0972 n.a.

Interest on capital based on interim net income for the period of december 31, 2009 (2) 285,000 0,8361 0,9197 n.a.

Intermediate dividends for the period of december 31, 2009 (3) 327,400 0,7839 0,8623 86,2271

Intercalary dividends for the period of december 31, 2009 (3) 422,600 1,0118 1,1130 111,2999

Interest on capital based on interim net income for the period of december 31, 2009 (3) (4) 200,000 0,4789 0,5267 52,6738

Total in December 31, 2009 1,575,000

1Approved bythe Managementcommittee in April,2009.common shares -R$0.8478 e Preferred shares -R$0.9326,aftertaxes.
2Approved bythe Managementcommittee in June,2009.common shares -R$0.7107 e Preferred shares -R$0.7817,aftertaxes.
3Approved bythe Managementcommittee in december,2009.
4common shares -R$0.4070 e Preferred -R$0.4477, after taxes e units R$44.7728.
5the amountrelated to the intermediate dividends,intercalarydividendsand intereston capitalare fullyinputintothe mandatorydividends,whichwill bepaid onfebruary22,2010, without anyadditional 
amount for monetaryfor monetarycorrection.
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the Bank’s regulatory capital is measured based on the 

Basel II standardized Approach and considers: (a) credit 

Risks – capital requirement portion for exposed assets and 

credit commitments, both weighted by a risk factor, consi-

dering the risk mitigation through the use of guarantees; (b) 

Market risks – capital requirement portions for exposures 

related to the fluctuations in foreign currency interest rates, 

price indices, and interest rates; the prices of commodities 

and shares classified in the trading portfolio; and interest 

rates not classified in the trading portfolio; and (c) operatio-

nal risks –requirement of a specific capital portion.

the Basel II ratio, which is calculated in a consolidated 

manner and reached 25.5 percent, less goodwill  

in minimum regulatory capital, as required by the  

international rule.

strategy

Banco santander’s goal is to be the best bank in Brazil in 

terms of profitability and brand recognition, and win the 

satisfaction of clients, shareholders and employees. 

Banco santander seeks to be a relationship bank and, 

based on sustainable practices, the main bank for its retail 

and wholesale clients by serving them with its complete 

product portfolio. It believes that it can achieve these goals 

through the following strategies:

  Improve operating efficiency by benefiting from integra-

tion synergies and implementing best practices: Banco 

santander will continue seeking ways to further improve 

its operating efficiency and margins. the Bank intends to 

maintain investment discipline and direct resources to 

areas that generate improvements in its client manage-

ment and increase its revenues.

  expand product offering and distribution channels in 

commercial Banking: Banco santander intends to further 

increase its business and operations throughout Brazil, 

expanding its commercial Banking services to existing and 

prospective retail customers. the Bank plans to offer new 

products and services to existing customers based on each 

customer‘s profile.

  capitalize on the Bank‘s strong market position in the 

wholesale business: Banco santander provides multinatio-

nal corporations present in Brazil and local companies, in-

cluding those with operations abroad, with a wide variety 

of financial products, utilizing its worldwide network to 

serve its customers‘ needs with customized solutions. the 

Bank intends to further focus on its strong worldwide 

position as a client relationship wholesale bank, in line 

with the santander group‘s worldwide strategy for the 

global Wholesale Banking segment.

  further develop a transparent and sustainable business 

platform: the Bank will maintain a commitment to 

economic, social and environmental sustainability in its 

procedures, products, policies and relationships. Banco 

santander will continue building durable and transparent 

relationships with its customers through understanding 

their needs and designing its products and services to 

meet those needs.

  continue growing the Bank‘s insurance business: Banco 

santander intends to continue growing its insurance 

business, particularly bancassurance. the Bank expects 

to increase its presence within the insurance segment by 

leveraging on its strong branch network and client base, 

particularly in the south and southeast, to cross sell insu-

rance products with the corporations within the country.

In line with its aspirations of becoming the leading multiple 

service bank in Brazil and to prepare itself for the new cycle 

of economic growth in Brazil, Banco santander held the 

nation’s biggest public share offering ever in october 2009.

the Bank plans to use the funds raised through the offering 

to expand its presence through the inauguration of new 

branches and increase its credit operations, thus increasing 

its market share. santander will also allocate a portion of 

the funds to streamline its funding structure. It is worth hi-

ghlighting here that on January 22, 2010, the Bank carried 

out the premature redemption of the Bank deposit certifi-

cate, maturing on March 25, 2019, amounting  

to R$ 1.5 billion.

Integration

the year 2009 was decisive for the integration process.

Important stages were completed, which brought gains in 

synergies that exceeded initial expectations.

new products, services and functionalities were added 

tothe daily lives of our clients, combining improved tech-

nology, efficiency, flexibility and innovation, in addition to 

greater advantages and convenience. the objective
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was to extract in all the stages of the process, the best that 

each bank has to offer. several changes brought immediate 

benefits to clients and enabled us to leverage our busines-

ses right from the time they were implemented.

the integration process is moving according to schedule.

Important stages were completed in 2009, relating to the 

unification of the back office, wholesale banking (gB&M), 

corporate banking, companies, private banking, integra-

tion of the AtMs for key banking operations and the legal 

merger of Banco ABn AMRo Real s.A. with Banco santan-

der (Brasil) s.A.

In terms of products, the launch of improved santander 

Master and Real Master products was a milestone in this 

process as it brought together the best ideas of each bank 

in a single product offered to the clients of both banks.

notable among the initiatives taken in the fourth quarter 

are:

  Integration of the brokerages.

  unification of the customer service models, reducing the 

involvement of branches in operational routines.

  shared offering of products in the two networks. e.g.:

flex card.

  offering of van gogh services to santander’s high income 

clients.

  unification of the administrative offices at the torre san-

tander, which began in november 2009 and is scheduled 

for completion in february 2010.

  definition of the commercial model and implementation 

of a unique way of operations that focuses on closer 

relations with clients, business efficiency and a balance 

between results, productivity and quality.

  unified platform for insurance offerings (personal accident, 

residential and auto insurance), with additional insurance 

partners (Marítima and sulAmerica).

Another area integrated in the santander network in 2009 

was microcredit, which is targeted at small business.

going forward, we will focus on completing the imple-

mentation of gaps and projects to enable us to plan and 

conduct the tests before the systems are fully migrated, 

thus concluding the integration process with the complete 

unification of the networks. We are also preparing the 

change Management Plan, which will train and orient 

employees for the integration of the Real and santander 

networks in order to maintain or even improve the service 

standard and the level of service provided to clients.

Main subsidiaries

As of december 31, 2009, Aymoré crédito, financiamento 

e Investimento s.A. has reached R$22,577 million in total 

assets, R$10,603 million in credit operation portfolio and 

R$685 million of stockholder´s equity. net income for the 

period was R$63 million.

As of december 31, 2009, santander leasing s.A.  

Arrendamento Mercantil (current denomination of Real 

leasing s.A. Arrendamento Mercantil) reported total assets 

of R$52,264 million, a lease portfolio of R$12.993 million, 

and stockholders’ equity of R$11,721 million. net income 

for the period was R$1,057 million.

As of december 31, 2009, santander s.A. corretora de 

câmbio e títulos reported total assets of R$778 million and 

stockholders’ equity of R$246 million. net income for the 

period was R$67 million.

As of december 31, 2009, santander Asset Management 

distribuidora de títulos e valores Mobiliários s.A. (current 

denomination of ABn AMRo Asset Management distribui-

dora de títulos e valores Mobiliários s.A.), reported total 

assets of R$300 million, stockholders’ equity of R$238 

million, and net income for the period was R$31 million.

As of december 31, 2009, Banco Bandepe s.A. reported 

total assets of R$4,105 million and stockholders’ equity  

of R$4,015 million. net income for the period was  

R$350 million.

As of september 30, 2009, santander seguros s.A. 

reported total assets of R$19,153 million and stockhol-

ders’ equity of R$2,399 million and technical reserve for 

insurance, pension plan and capitalization transactions of 

R$15,856. net income for the period was R$264 million.
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Rating Agencies

santander is rated by international rating agencies and the 

ratings it receives reflect its operational performance and 

the quality of its management.

Long 
Term

Short
Term

Santander
Support 2

Fitch Ratings national scale AAA (BRA) f1+ (BRA)

local currency BBB+ f2

foreign currency BBB f2

Standard & Poor’s national scale brAAA brA-1

local currency BBB- A-3

foreign currency BBB- A-3

Moody’s national scale Baa3 P-3

local currency A2 P-1

foreign currency Aaa.br Br-1

credit Risk Management

the Bank develops credit Risk Management policies and 

strategies based on processes conducted by several func-

tions with the power to set operating limits, and reduce and 

control risk levels.

the functions responsible for credit risk management allow 

for an appropriate validation of the internal systems and 

procedures used in credit risk management. these systems 

and procedures are applied to the identification, measure-

ment, control, and mitigation of exposure to credit risk, by 

individual transaction or aggregate of similar transactions.

the specialization of our risk function is organized on the 

basis of the type of customer to distinguish between custo-

mers under individualized management and standardized 

customers.

collection of documentation and information necessa-

ry for a comprehensive analysis of the risk involved, the 

identification of the decision-maker, the counterparty, the 

risk involved in the transactions, the classification of the 

risk level into different categories, credit granting, periodic 

assessments of risk levels; these procedures are applied by 

the Bank to determine the volumes of guarantees and allo-

wances necessary so that lending transactions are conduc-

ted according to existing standards and with the necessary 

security. Policies, systems and procedures used are reas-

sessed annually to ensure they are consistent with the risk 

management requirements and current market scenarios.

the profile of the credit risk assumed by us is typified by 

customer diversification and the large volume of retail tran-

sactions. Macroeconomic aspects and market conditions,  

as well as industry and geographical concentration, 

customer profiling, and economic prospects are also 

assessed and considered for the appropriate measurement 

of the credit risk.

Market Risk

Market risk is the exposure to risks such as interest rates, 

exchange rates, prices of goods, prices in the stock market 

and others according to the type of product, volume of 

operations, term and conditions of the agreement and 

underlying volatility.

santander operates according to global policies, within the 

group’s risk tolerance level, aligned with the objectives in 

Brazil and in the world. With this purpose, it has developed 

its own Risk Management model, according to the follo-

wing principles:

  Independence of the risk function from business areas;

  support for business in achieving commercial goals by 

maintaining the independence of the Risk vice President’s 

division. the organizational structure that manages risk is 

adapted to the commercial structure and ensures business 

and risk managers cooperate;

  collective decision-making (including at the branch level), 

which ensures a variety of opinions are heard and results 

not based on decisions made solely by individuals;

  use of tools for internal rating and scoring, such as return 

on risk-adjusted capital (RoRAc), value at Risk (vaR), 

economic capital, analysis of extreme scenarios, etc.;

  global focus through an integral treatment of all risk 

factors in all business units, and the utilization of 

economic capital as a homogeneous metric for the risk 

exposure and the basis for measuring management; and

  set and achieve medium-low risk profiles as a target, 

and maintain their low volatility and predictable nature 

through: (i) a high degree of risk diversification by limiting 

concentrations in customers, groups, industries, products 
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and geographies; (ii) reducing the degree of complexity in 

market activity; (iii) continuous tracking of risks to prevent 

possible deterioration of portfolios;

  Analyzing the social and environmental risks of businesses 

and projects financed by the Bank.

the Market Risks structure is part of the vice Presidency of 

credit and Market Risks, an independent area that aligns 

risk policies taking into consideration the guidelines of the 

Board of directors and the Risks division of the santander 

group in spain.

corporate governance of the Risk function

the risk committee framework of santander Brazil is set 

based on corporate risk standards. Brazil executive Risk 

committee (comitê executivo de Riscos Brasil) has their 

level of approvals delegated by the Risk committee of 

Banco santander in spain and have the following responsi-

bilities set out in weekly meetings:

  ensure to the Bank’s management that local policies are 

implemented and followed consistently with existing 

corporate standards;

  Authorize the local management tools and risk models, as 

well as be familiar with the results of the internal valida-

tion;

  ensure that santander Brasil’s actions are consistent with 

the risk tolerance level previously decided by the santan-

der group in spain;

  Know, assess and monitor the observations and recom-

mendations periodically formulated by the supervisory 

authorities in discharging their functions;

  Resolve transactions that are beyond the powers delega-

ted to lower management bodies, as well as the global 

limits of pre-classification of corporate groups or in 

relation to exposures by classes of risk.

the executive Risk committee delegates some of its powers 

to the risk committees, which are structured by business 

line and type and class of risk. the risk function at the 

santander Brasil is performed through an executive Risk 

unit, which is independent from the business areas from 

both a hierarchical and a functional standpoint, and reports 

directly to the ceo of santander Brasil and the chief Risk 

officer of the santander group in spain.

further details of the structure, methodologies and control 

systems are provided annual report, available on the 

website www.santander.com.br.

corporate governance

the global corporate governance model adopted by the san-

tander group is characterized, especially, by the protection 

of shareholders’ rights as well as transparency in manage-

ment and in communications with the strategic stakeholders, 

all of which have placed the group’s european units among 

the continent’s leaders in corporate governance.

Based on these credentials, santander Brasil focused its 

efforts in 2009 on perfecting its policies and practices, also 

reinforced by the gains in synergy and complementarily 

resulting from the acquisition of Banco Real.

In this regard and in line with the best corporate governan-

ce practices, in october 2009, santander listed its units at 

level 2 of the são Paulo stock exchange (BMf&Bovespa 

stock exchange) and its AdRs on the new york stock 

exchange (nyse), and is thus subject to the supervision 

of the securities and exchange commission of Brazil 

(cvM), the u.s. securities & exchange commission and the 

sarbanes-oxley Act.

level 2 is a special listing segment of BMf&Bovespa stock 

exchange, exclusively for companies that comply with 

certain minimum requirements and undertake to abide by 

special corporate governance practices.

to establish and disseminate the standards of conduct 

expected from all of its employees, the organization has a 

code of ethics, which establishes the values of citizenship, 

dignity, work, respect, loyalty, decorum, zeal and efficiency, 

the code of conduct in securities Markets, as well as manuals 

for Prevention of Money laundering, Press Relations, and 

conduct in Purchase Management, a global publication. It 

also has an Information security policy that is guided by the 

principles of confidentiality, integrity and availability.

santander Brasil is managed by the Board of directors, con-

sisting of at least five members and a maximum of twelve, 

of which 20% should be independent members.the Board 

members meet four times a year at intervals determined  

by the chairman of the Board. the Board is assisted by  

the executive Board and the executive committee, which 

take decisions on running the business, capital allocation 

and large investments. Both are assisted by various  
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specialized committees.

At an extraordinary meeting held on september 2, 2009, 

shareholders elected five new members to the Board of 

directors, replacing two existing members. the respecti-

ve terms of office will end at the Annual shareholders’ 

Meeting to be held in 2011. According to cvM Instruction 

480/09, on the meeting held on february 01, 2010, the 

Board of directors discussed, reviewed and agreed upon the 

independent auditor´s opinions which were exposed on the 

auditor´s report, and with the financial statements of 2009.

operational Risks, Internal controls and sarbanes- oxley Act

to put in place, maintain, and disseminate the culture, 

policies and infrastructure necessary to the proper ma-

nagement and control of operational Risks constitute 

santander’s main strategic and competitive drivers in our 

continuous search to improve the efficiency of our control, 

prevention, mitigation and event and loss reduction system 

due to operational Risks; these concerns are reflected in the 

Mission of the operational and technology Risk department.

thus, the Bank has maintained a specific and independent 

corporate function, with its own structure, rules, methodolo-

gies, tools and internal models focused on the management 

and control of operational risks, which is also responsible 

for the technology risks associated to business continuity.

the processes developed and adopted are intended to 

position and maintain santander among the financial ins-

titutions recognized as the entities with the best practices 

for the management of operational Risks and their opera-

tions, thus contributing to attaining the strategic objectives 

and continuously improving the entity’s reputation and 

its soundness and reliability in the local and international 

markets.

santander has a defined management and control model, 

which ensures that it is adopted by managers in daily 

operations, the alignment with the guidelines of Banco 

santander españa, the compliance with the requirements of 

the new Basel Accord (BIs II), the Bacen, the cvM, and the 

provisions of the sarbanes-oxley Act (soX).

the Bank´s methodology is based on the best market 

practices used to identify, capture, assess, control, monitor, 

manage and prevent operational, technology, and business 

continuity risks, in addition to continuously strengthen our 

internal control system, in accordance with the provisions 

of cMn Resolutions 2554/1998 and 3380/2006, and soX 

requirements. We also comply with the guidelines set out 

by Banco santander españa, which are based on the coso 

- committee of sponsoring organizations of the treadway 

commission – enterprise Risk Management – Integrated 

framework.

senior management is an acting party, aligned with the 

function’s mission, by recognizing, participating and sharing 

responsibility for the continuous improvement of this 

culture and framework, in order to ensure the fulfillment 

of defined objectives and goals, as well as the security and 

quality of the products and services provided.

consistently with the transparency of our operational risks 

management and control model, and related methodo-

logies, visions and the increased detailing of the internal 

models adopted and the main results obtained, we disclose, 

document and register the results in annual financial and 

corporate reports, are available on our website: 

www.santander.com.br.

In compliance with Bacen circular 3383/2008, our Board of 

directors opted for the Alternative standardized Approach 

(AsA) for the calculation of the regulatory capital ratio 

required for operational risk, starting the first half of 2009.

during the first semester of 2009, santander spain has 

accomplished the complete annual certification of the 

Internal control Model, in compliance with section 404 of 

soX, which encompasses the certification required for the 

controlling stockholder, for the financial period ending on 

december 31, 2008, did not identify any incidence consi-

dered a significantly weakness. for 2009, the certification 

process will be completed by february, 2010, and until the 

moment of publishing this report, there is no evidence of 

significant weakness.

People

for the santander Brazil group to become the best and 

most efficient bank in Brazil, its employees must come 

together to build this progress. hence, one of the group’s 

objectives is to be the best company to work for in the 

financial sector and for this purpose, during the integration 

process, it seeks to identify the best hR practices in both 

the banks and the market. With this guideline, santander 
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continuously invests in the training and well-being of its 

51,000 professionals through programs that cover high 

school students to top executives.

In addition to the youth Apprentice Program, based on the 

Ministry of labor’s guidelines, the group has its own trainee 

programs.

for employees with the potential to take up executive 

positions, it offers the santander executive training Program 

(steP) which, in addition to providing specific training, 

offers the possibility of interchange with units in other 

countries where the group is present.

It also has two categories of MBAs: the International MBA, 

which prepares professionals for admission exams to the 

most renowned institutions in europe and the united 

states, and summer, which aims to attract to Brazil em-

ployees pursuing MBA abroad to work on specific projects 

such as leadership development and Mentoring. there is 

the training track program, which trains employees at the 

branches to function to their full potential in their present 

and future positions. Also, there are the santander career 

Program and the Bank of opportunities, which ensure 

maximum transparency for employees while accessing 

opportunities within the group.

It also has the Appreciation of diversity Program, which en-

courages discussion on subjects in order to promote quality 

relations with all its stakeholders.

All these continuous training initiatives are structured 

according to the professionals’ functions and are conducted 

either personally or through e-learning.

santander believes that a better individual is a better 

professional and hence it encourages them to pursue their 

well-being. for this, it organizes the Quality of life program, 

which involves initiatives related to health, social life, work 

relations and family coexistence, and the Personal support 

Program, which offers a telephonebased support service for 

employees and their families in times of stress.

the management of people is aligned with a global model 

of training and exchange of knowledge, whose differen-

tials are the strategies for attracting, training and retaining 

talent. With policies and tools that promote human and 

professional development, the group is well prepared for 

the challenge of maintaining its business growth.

sustainable Responsibility

santander continued its process of building awareness, 

training and engagement for sustainability. In october, 

it launched the sustainability in Action program, which 

aims to train the mobilization agents on disseminating 

sustainability at the branches. A total of 160 employees 

have already been trained, whose mission is to share this 

knowledge with their teams and encourage the adoption of 

sustainability practices in their daily routines.

santander also helps other companies reinvent their 

businesses in a profitable and innovative manner, while 

integrating the financial results with the care for environ-

ment and society. In fourth quarter, 2009, it conducted four 

modules of the caminhos e desafios (Ways and challen-

ges) program. In 2009, a total of 863 corporate clients 

and vendors participated in the program. the group also 

conducted a workshop for businessmen during the un 

conference on climate change (coP-15) held in december 

in copenhagen.

the sustainability Practices space portal was visited more 

than 1 million times in 2009. the factors behind this 

success are an online course featuring an imaginary charac-

ter “Roberto”, a common man who gradually discovers a 

new way of seeing and doing things in his daily life.

santander integrated its initiatives in private social invest-

ments, underlining its commitment to education. the Amigo 

de valor (valuable friend) program raised R$ 6.9 million 

in 2009, which was directed to the child and Adolescent 

Rights funds in 31 cities in 17 states. A total of 25,418 

people, including employees, clients, vendors and compa-

nies, participated in this edition. the Brazil school Project, 

which encourages voluntary efforts to improve the public 

education system, ended the year with 49 new volunteer 

groups, involving 170 partner schools and more than 2,000 

employees.

on the cultural front, the Bank held in november the 11th 

Mature talents competition for senior citizens, which 

encourages their active participation by valuing their talent. 

In 2009, the program mobilized more than 3,600 service 

points at santander and Real and had 11,150 participants.

the Bank also held the closing ceremony of the 5th santan-

der entrepreneurship, science and Innovation Awards.  
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this is an initiative of santander universities to stimu-

late entrepreneurial spirit and scientific research at the 

academic level. there were 2,116 participants, 11% 

more than in 2008.

the photography competition “fototalentos” for university 

students, sponsored by universia, had 1,438 participants 

in Brazil, second among the 18 countries where univer-

sia operates. universia also conducted two meetings to 

discuss about higher education – the ‘seminar on new 

trends in teaching and learning’ at the federal university 

of Rio grande do sul (ufRgs), and ‘the Responsibility of 

the Brazilian university as an Agent of social Inclusion and 

cohesion’, by the national Association of Administrators of 

federal universities (AndIfes).

As for the environment, the group’s new head office in são 

Paulo received the Iso14001 certification in december, at-

testing to the compliance of our environment Management 

system to the norm’s requirements. through the Papa-Pi-

lhas program, in 2009, the group sent 155.5 tons of mobile 

phones and batteries gathered at 2,062 collection points 

for recycling.

In recognition for including sustainability in its business 

model, santander received the eco 2009 Award from the 

American chamber of commerce in association with the 

valor econômico newspaper.

other Information

It is part of santander´s policy to restrict the services 

provided by our independent auditors, so as to preserve the 

auditor’s independence and objectivity, in accordance with 

Brazilian and international standards. In compliance with 

cvM Instruction 381/2003, we hereby inform that during 

2009, there hasn´t been any contract for non-audit services 

from deloitte touche tohmatsu Auditores Independentes 

which cumulatively represent more than 5 percent of the 

related overall consideration.
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In Thousands of Brazilian Reais

Bank Consolidated

Note 2009 2008 2009 2008

Current Assets 175,814,921 101,355,765 193,314,256 194,149,492

Cash 5 5,597,548 2,449,760 5,623,834 5,087,316

Interbank Investments 6 39,072,317 29,452,723 28,898,066 34,076,639

Money Market Investments 21,334,716 18,108,018 21,334,716 18,108,018

Interbank deposits 16,350,173 3,024,246 6,175,922 7,223,532

foreign currency Investments 1,387,428 8,320,459 1,387,428 8,745,089

Securities and Derivative Financial Intrument 7 30,522,711 17,041,998 45,673,813 26,509,181

own Portfolio 22,008,486 6,378,524 21,680,595 11,952,040

subject to Resale commitments 3,103,284 1,847,562 1,883,207 423,700

derivative financial Instruments 2,479,049 4,833,537 2,473,322 6,032,676

linked to trading Portfolio operations - 43,944 - -

linked to central Bank of Brazil 2,512,805 2,522,764 2,512,805 3,448,475

linked to guarantees 419,087 1,415,667 17,123,884 4,652,290

Interbank Accounts 8 8,648,010 2,641,314 8,648,016 7,365,547

Payments and Receipts Pending settlement 15,529 2,758 15,529 19,502

Restricted deposits:

 central Bank of Brazil 8,538,602 2,540,289 8,538,608 6,949,629

 national housing system 5,942 95,500 5,942 106,597

Interbank onlending 66,464 - 66,464 270,342

correspondents 21,473 2,767 21,473 19,477

Interbranch Accounts 2,135 3,870 6,133 12,736

third-party funds in transit 2,135 3 2,208 1,709

Internal transfers of funds - 3,867 3,925 11,027

Lending Operations 9 46,708,229 27,187,614 51,003,819 68,299,297

Public sector 70,578 44,678 67,181 73,447

Private sector 47,982,332 27,337,675 52,501,173 69,257,668

(Allowance for loan losses) 9.f (1,344,681) (194,739) (1,564,535) (1,031,818)

Leasing Operations 9 199,250 215,108 5,601,305 4,949,455

Public sector - - 766 896

Private sector 210,881 220,940 5,860,163 5,094,557

(Allowance for doubtful lease Receivables) 9.f (11,631) (5,832) (259,624) (145,998)

Other Receivables 44,699,780 22,258,872 47,042,604 47,152,948

Receivables for guarantees honored 2,030 1,495 2,030 4,318

foreign exchange Portfolio 10 30,292,620 14,744,632 30,292,620 31,365,346

Income Receivable 501,342 514,451 272,141 274,589

trading Account 11 104,047 1,351,645 435,451 2,071,093

tax credits 12 5,084,675 2,295,074 5,597,886 4,700,703

other 13 8,823,559 3,373,721 10,589,517 8,986,484

(Allowance for losses on other Receivables) 9.f (108,493) (22,146) (147,041) (249,585)

Other Assets 364,941 104,506 816,666 696,373

temporary Investments - - - 2,474

other Assets 14 216,916 189,148 219,660 290,723

(Allowance for valuation) 14 (122,614) (148,192) (124,776) (178,178)

Prepaid expenses 270,639 63,550 721,782 581,354
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In Thousands of Brazilian Reais

Bank Consolidated

Note 2009 2008 2009 2008

Long-Term Assets 130,097,923 59,857,273 119,107,020 114,256,621

Interbank Investments 6 6,710,196 1,683,124 1,275,629 3,190,624

Money Market Investments - - - 18,122

Interbank deposits 6,365,510 1,217,683 930,943 2,707,061

foreign currency Investments 344,886 465,641 344,886 465,641

(Allowance for losses) (200) (200) (200) (200)

Securities and Derivative Financial Instrument 7 56,900,061 13,268,073 34,016,945 29,315,292

own Portfolio 18,461,801 1,042,582 10,116,000 2,178,105

subject to Resale commitments 17,344,683 2,291,674 711,461 347,347

derivative financial Instruments 2,721,838 2,635,150 2,715,550 3,492,854

linked to central Bank of Brazil 15,481,638 3,595,489 15,481,638 14,522,342

Privatization certificates 1,550 1,395 1,550 1,395

linked to guarantees 2,888,551 3,701,783 4,990,746 8,773,249

Interbank Accounts 8 239,918 68,492 239,918 315,392

Restricted deposits:

 national housing system 175,029 68,492 175,029 68,492

Interbank onlending 64,889 - 64,889 246,900

Lending Operations 9 50,889,036 20,238,048 57,593,823 41,527,556

Public sector 174,606 148,163 174,606 268,797

Private sector 57,284,691 22,412,077 64,282,210 46,547,322

(Allowance for loan losses) 9.f (6,570,261) (2,322,192) (6,862,993) (5,288,563)

Leasing Operations 9 399,919 627,911 7,682,952 7,373,056

Public sector - - 945 1,398

Private sector 431,908 631,539 8,062,586 7,610,208

(Allowance for doubtful lease Receivables) 9.f (31,989) (3,628) (380,579) (238,550)

Other Receivables 14,874,566 23,867,217 18,126,487 32,193,749

Receivables for guarantees honored 16,874 9,812 16,874 9,812

foreign exchange Portfolio 10 895,101 16,083,523 895,101 16,181,345

Income Receivable 46,749 36,876 46,752 36,876

tax credits 12 6,130,518 3,166,978 8,220,917 7,294,389

other 13 8,012,024 4,657,975 9,194,641 8,811,045

(Allowance for losses on other Receivables) 9.f (226,700) (87,947) (247,798) (139,718)

Other Assets 84,227 104,408 171,266 340,952
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temporary Investments 8,061 9,687 8,069 9,696

(Allowance for losses) (1,765) (647) (1,773) (655)

Prepaid expenses 77,931 95,368 164,970 331,911

Permanent Assets 46,390,939 45,197,680 29,902,465 32,229,359

Investments 17,712,472 14,984,082 88,973 129,117

Investments in Affiliates and subsidiaries: 16 17,683,494 15,055,983 24,057 21,186

domestic 17,587,736 14,940,503 24,057 21,186

foreign 95,758 115,480 - -

other Investments 106,316 20,216 119,848 145,677

(Allowance for losses) (77,338) (92,117) (54,932) (37,746)

Property and Equipment in Use 17 3,605,974 2,524,321 3,657,656 3,650,334

Real estate 1,471,945 341,985 1,476,189 810,003

other 5,068,666 3,648,950 5,149,208 5,741,067

(Accumulated depreciation) (2,934,637) (1,466,614) (2,967,741) (2,900,736)

Intangibles 18 25,072,493 27,689,277 26,155,836 28,449,908

goodwill 26,619,000 26,333,931 27,739,919 26,333,931

Intangible Assets 4,383,216 3,513,677 4,498,341 9,119,684

(Accumulated Amortization) (5,929,723) (2,158,331) (6,082,424) (7,003,707)

Total Assets 352,303,783 206,410,718 342,323,741 340,635,472

In Thousands of Brazilian Reais

Bank Consolidated

Note 2009 2008 2009 2008

Current Liabilities 178,795,915 99,308,362 190,043,742 177,036,042

Deposits 19.a 82,415,068 39,326,071 74,717,943 72,138,582

demand deposits 14,968,013 5,022,049 14,787,247 14,729,644

savings deposits 25,216,924 8,314,895 25,216,924 20,642,679

Interbank deposits 8,277,599 4,268,278 762,033 1,528,177

time deposits 33,401,967 21,342,541 33,401,174 34,758,295

other deposits 550,565 378,308 550,565 479,787

Money Market Funding 19.b 29,368,895 16,290,597 29,231,185 23,284,879

own Portfolio 14,973,688 2,071,114 14,946,527 10,525,907

third Parties 9,633,621 13,084,478 9,523,072 11,666,815

linked to trading Portfolio operations 4,761,586 1,135,005 4,761,586 1,092,157

Funds from Acceptance and Issuance of Securities 19.c 8,243,008 4,359,926 8,396,950 7,878,175

exchange Acceptances - - 101,921 26,098

Real estate credit notes, Mortgage notes, credit and similar notes 7,014,825 3,601,154 1,228,183 6,834,968

securities Issued Abroad 1,228,183 758,772 1,228,183 1,017,109

Interbank Accounts 8 41,105 181 41,105 49,517

Receipts and Payments Pending settlement 1,755 - 1,755 1,910

correspondents 39,350 181 39,350 47,607

Interbranch Accounts 1,915,633 1,328,290 1,915,633 2,516,657
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third-Party funds in transit 1,863,326 1,327,774 1,863,326 2,512,498

Internal transfers of funds 52,307 516 52,307 4,159

Borrowings 19.e 8,044,839 9,867,363 8,044,839 12,212,876

local Borrowings -other officials 240,113 184,583 240,113 352,314

foreign Borrowings 7,804,726 9,682,780 7,804,726 11,860,562

Domestic Onlendings -Official Institutions 19.e 2,481,235 1,816,380 2,481,235 2,983,867

national treasury 27,252 - 27,252 8,238

national economic and social development Bank (Bndes) 705,108 880,030 705,108 1,130,147

federal savings and loan Bank (cef) 1,879 6,108 1,879 6,132

national equipment financing Authority (fInAMe) 1,566,640 625,973 1,566,640 1,535,081

other Institutions 180,356 304,269 180,356 304,269

Foreign Onlendings 19.e 722,887 - 722,887 746,733

foreign onlendings 722,887 - 722,887 746,733

Derivative Financial Instruments 7 1,724,817 5,815,703 1,717,678 7,763,795

derivative financial Instruments 1,724,817 5,815,703 1,717,678 7,763,795

Other Payables 43,838,428 20,503,851 62,774,287 47,460,961

collected taxes and other 99,548 31,804 104,171 86,625

foreign exchange Portfolio 10 28,749,034 13,066,728 28,749,034 27,263,121

social and statutory 1,707,394 1,478,893 1,844,523 1,852,488

tax and social security 20 1,877,219 184,085 2,864,753 1,414,571

trading Account 11 119,602 1,276,502 422,713 2,092,179

technical Provision for Insurance, Pension Plan and capitalization operations - - 17,026,327 3,830,060

subordinated debts 21 2,104 2,824 2,104 97,391

other 22 11,283,527 4,463,015 11,760,662 10,824,526

In Thousands of Brazilian Reais

Bank Consolidated

Note 2009 2008 2009 2008

Long-Term Liabilities 108,834,866 58,214,456 87,185,711 114,280,194

Deposits 19.a 64,509,271 19,113,026 38,755,122 51,848,721

Interbank deposits 25,824,884 - 2,232 376,139

time deposits 38,684,387 19,113,026 38,752,890 51,472,582

Money Market Funding 19,b 5,552,576 2,065,829 5,380,872 7,647,425

own Portfolio 5,552,576 2,065,829 5,380,872 7,647,425

Funds from Acceptance and Issuance of Securities 19.c 1,564,799 857,584 2,340,275 2,680,540

exchange Acceptances - - 367,803 122,350

Real estate credit notes, Mortgage notes, credit and similar notes 201,820 48,645 609,493 50,416

securities Issued Abroad 1,362,979 808,939 1,362,979 2,507,774

Borrowings 19.e 2,879,791 1,566,449 2,879,791 2,194,326

local Borrowings -other Institutions 259,782 - 259,782 232,181

foreign Borrowings 2,620,009 1,566,449 2,620,009 1,962,145
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Domestic Onlendings -Official Institutions 19.e 5,933,049 2,451,194 5,933,049 4,856,375

national treasury 12,650 - 12,650 11,032

national economic and social development Bank (Bndes) 3,192,981 1,500,617 3,192,981 2,029,498

federal savings and loan Bank (cef) 2,765 7,704 2,765 7,820

national equipment financing Authority (fInAMe) 2,718,029 939,954 2,718,029 2,805,106

other Institutions 6,624 2,919 6,624 2,919

Foreign Onlendings 19.e 1,141,202 - 1,141,202 2,536,011

foreign onlendings 1,141,202 - 1,141,202 2,536,011

Derivative Financial Instruments 7 2,687,097 2,632,890 2,686,924 3,851,488

derivative financial Instruments 2,687,097 2,632,890 2,686,924 3,851,488

Other Payables 24,567,081 29,527,484 28,068,476 38,665,308

foreign exchange Portfolio 10 767,690 15,588,163 767,690 15,686,369

social and statutory - - - 177,641

tax and social security 20 6,216,427 3,407,572 9,198,568 8,150,053

trading Account 11 - 125 464 125

technical Reserve for Insurance, Pension Plan and capitalization 
transactions - - 269,280 -

subordinated debts 21 11,304,786 5,526,905 11,304,786 9,091,051

other 22 6,278,178 5,004,719 6,527,688 5,560,069

Deferred Income 145,556 94,015 161,030 162,269

deferred Income 145,556 94,015 161,030 162,269

Minority Interest - - 440,565 400,410

Stockholders’ Equity 24 64,527,446 48,793,885 64,492,693 48,756,557

capital: 62,806,071 47,152,201 62,803,941 47,152,201

Brazilian Residents 6,249,089 1,008,603 6,246,959 1,008,603

foreign Residents 56,556,982 46,143,598 56,556,982 46,143,598

capital Reserves 726,566 922,130 726,566 922,130

Revaluation Reserves 919,467 693,275 919,467 693,275

Adjustment to fair value -securities and derivatives 75,342 26,279 35,143 (13,920)

Retained earnings/Accumulated deficit - - 7,576 2,871

Total Liabilities and Stockholders’ Equity 352,303,783 206,410,718 342,323,741 340,635,472

the accompanying notes are an integral part of these financial statements,

In Thousands of Brazilian Reais

Bank Consolidated

Second Half

Note 2009 2009 2008 2009 2008

Financial Income 16,828,440 26,991,296 20,512,167 33,607,299 30,354,954

lending operations 10,334,100 17,209,215 12,456,167 22,962,230 21,082,871

leasing operations 16,884 82,072 51,079 2,047,251 717,653

securities transactions 7 5,564,733 7,919,911 6,526,486 5,993,932 7,737,760
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derivatives 393,465 1,597,876 (67,657) 2,414,113 (3,563,643)

Insurance, Pension Plan and capitalization - - - 772,754 106,762

foreign exchange operations 370,169 (72,234) 1,081,246 (882,105) 3,597,395

compulsory Investments 149,089 254,456 464,846 299,124 676,156

Financial Expenses
(11,308,119) (17,073,513) (16,043,535) (19,501,591) (23,449,635)

funding operations 19.d (7,155,096) (11,948,168) (9,618,784) (12,048,390) (12,677,687)

Borrowings and onlendings 590,174 2,889,999 (3,621,777) 3,071,616 (6,323,541)

technical Reserves for Insurance, Pension Plan and 
capitalization Adjustment and Interest - - - (606,949) (77,667)

Allowance for loan losses 9.f (4,743,197) (8,015,344) (2,802,974) (9,917,868) (4,370,740)

Gross Profit From Financial Operations
5,520,321 9,917,783 4,468,632 14,105,708 6,905,319

Other Operating (Expenses) Income
(7,028,172) (11,223,706) (3,139,684) (14,479,684) (5,652,424)

Income from services Rendered 27 2,235,083 3,963,143 3,045,357 5,277,294 4,250,300

Income from Banking fees 27 871,234 1,487,663 669,018 2,102,654 1,123,932

net Income from Premiums, Pension Plan and 
capitalization - - - 294,641 53,775

Personnel expenses 28 (2,326,106) (3,868,995) (1,854,091) (4,861,984) (3,004,485)

other Administrative expenses 29 (5,103,540) (8,843,249) (3,720,339) (10,200,396) (5,416,887)

tax expenses 30 (1,079,570) (1,808,005) (793,960) (2,457,177) (1,172,912)

Investments in Affiliates and subsidiaries 16 1,070,649 2,160,275 1,028,971 168,588 5,640

other operating Income 31 808,235 1,305,380 795,661 1,856,278 1,612,317

other operating expenses 32 (3,504,157) (5,619,918) (2,310,301) (6,659,582) (3,104,104)

Income From Operations
(1,507,851) (1,305,923) 1,328,948 (373,976) 1,252,895

Nonoperating (Expenses) Income
33 2,805,332 3,786,049 (53,151) 4,127,139 11,586

Income Before Taxes On Income and Profit Sharing
1,297,481 2,480,126 1,275,797 3,753,163 1,264,481

Income and Social Contribution Taxes
34 (81,385) 51,163 717,018 (1,039,386) 973,341

Provision for Income tax (584,451) (691,679) (442,177) (2,154,539) (864,636)

Provision for social contribution tax (423,750) (532,148) (355,567) (1,047,904) (480,849)

deferred tax credits 926,816 1,274,990 1,514,762 2,163,057 2,318,826

Profit Sharing
(417,440) (730,097) (451,911) (854,398) (639,172)

Minority Interest - - - (53,480) (18,037)

Net Income
798,656 1,801,192 1,540,904 1,805,899 1,580,613

number of shares (thousands) 24 399,044,117 399,044,117 325,758,283

earnings per thousand shares (R$) 2.00 4.51 4.73

the accompanying notes are an integral part of these financial statements,
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In Thousands of Brazilian Reais

Bank Consolidated

Second Half

Note 2009 2009 2008 2009 2008

Cash Flow from Operating Activities

Net Income 798,656 1,801,192 1,540,904 1,805,899 1,580,613

Adjustment Net Income 5,056,100 9,389,223 3,632,415 14,181,018 6,715,371

Allowance for loan losses 9.f 4,743,197 8,015,344 2,802,974 9,917,868 4,370,740

Provision for contingent liabilities 1,919,147 3,879,870 1,544,271 4,622,401 2,048,915

deferred tax credits (819,716) (1,351,030) (892,705) (1,073,351) (1,063,848)

equity in Affiliates and subsidiaries 16 (1,070,649) (2,160,275) (1,028,971) (168,588) (5,640)

depreciation and Amortization 29 2,147,438 3,814,828 1,222,932 4,002,472 1,396,401

Allowance for losses on other Assets (112,980) (62,437) (8,416) (52,953) (10,462)

gain (loss) on sale of other Assets 33 25,815 24,407 (16,403) 24,773 (16,838)

Impairment of Assets 32 812,803 848,601 11,362 848,599 74,262

gain (loss) on sale of other Investments 33 (2,561,789) (3,596,175) (3,199) (3,944,247) (90,847)

Minority Interest - - - - 18,037

other (27,166) (23,910) 570 4 ,044 (5,349)

Changes on Assets and Liabilities (23,752,954) (46,824,524) (1,529,365) (41,820,326) (3,625,458)

decrease (Increase) in Interbank Investments 6,867,752 (51,735) (4,505,079) (2,380,925) 1,209,696

decrease (Increase) in securities and derivative 
financial Instruments (14,770,306) (20,665,913) (3,613,462) (19,325,718) (1,829,159)

decrease (Increase) in lending and leasing opera-
tions (6,775,087) (6,941,992) (13,432,015) (9,687,941) (22,040,971)

decrease (Increase) in deposits on central Bank of 
Brazil 1,647,861 (1,376,036) 3,450,516 (1,588,979) 9,601,431

decrease (Increase) in other Receivables 8,529,198 17,996,623 (23,532,248) 15,762,684 (27,582,051)

decrease (Increase) in other Assets 80,350 6,614 1,805 370,712 170,875

net change on Interbank and Interbranch Accounts 703,664 378,505 768,716 (220,850) 952,680

Increase (decrease) in deposits (12,449,255) (9,436,259) 15,504,548 (10,405,058) 13,054,763

Increase (decrease) in Money Market funding 1,420,047 (3,936,748) (4,813,010) 3,679,754 (8,265,029)

Increase (decrease) in funds from Acceptance and 
Issuance of securities 182,809 (214,019) 3,301,108 178,510 4,487,160

Increase (decrease) in Borrowings and onlendings (1,334,865) (3,458,487) 4,038,458 (4,327,187) 6,013,302

Increase (decrease) in other liabilities (7,892,351) (19,129,879) 21,286,175 (16,570,472) 20,595,896

Increase (decrease) in technical Provision for Insur-
ance, Pension Plan and capitalization operations - - - 2,696,383 -

Increase (decrease) in change in deferred Income 37,229 4,802 15,123 (1,239) 5,949

Net Cash Provided by (Used in) Operating Activities (17,898,198) (35,634,109) 3,643,954 (25,833,409) 4,670,526

Investing Activities

Acquisition of Investment (60,515) (193,467) (48,557) (25,833,409) (8,086)

Acquisition of Property and equipment in use (1,163,054) (1,454,235) (1,959,840) (1,536,301) (2,103,308)

Acquisition of Intangible Assets (1,013,037) (1,454,235) (586,833) (1,951,450) (723,012)

net cash Received on Acquisition of subsidiary - - - - 2,076,292

net cash Received on sale of Investments 2,704,367 18,275,398 14,568 5,618,407 154,250
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Proceeds from Assets not in use 169,671 207,694 74,430 224,430 186,176

Proceeds from Property in use 688,398 961,753 348,732 966,834 452,245

dividends and Interest on capital Received 749,896 749,896 135,682 15,286 1,598

Net Cash Provided by (Used in) Investing Activities 2,075,726 16,633,152 (2,021,818) 3,240,967 36,155

Financing Activities

capital Increase 24.a 12,988,842 12,988,842 800,000 12,988,842 800,000

Acquisition of treasury shares 24.d - (1,948) - (1,948) -

Increase in subordinated debts 313,823 2,007,154 1,310,104 2,118,448 1,528,147

Paid dividends and Interest on capital 91,117 (1,371,060) (1,698,451) (1,546,535) (1,502,647)

Increase (decrease) on Minority Interest - - - 40,155 (6,899)

Net Cash Provided by (Used in) Financing Activities 13,393,782 13,622,988 411,653 13,598,962 818,601

Increase (Decrease) in Cash and Cash Equivalents (2,428,690) (5,377,969) 2,033,789 (8,993,480) 5,525,282

Cash and Cash Equivalents Beginning of Period 5 20,936,834 23,886,113 21,852,324 27,377,646 21,852,364

Cash and Cash Equivalents End of Period 5 18,508,144 18,508,144 23,886,113 18,384,166 27,377,646

the accompanying notes are an integral part of these financial statements,

In Thousands of Brazilian Reais

Bank Consolidated

Note 2009 2008 2009 2008

financial Income 26,991,296 20,512,167 33,607,299 30,354,954

Income from services Rendered, Banking fees and net 
Income from Premiums, Pension Plan and capitalization 5,450,806 3,714,375 7,674,589 5,428,007

Allowance for loans losses 9.f (8,015,344) (2,802,974) (9,917,868) (4,370,740)

other Assets and liabilities 320,112 (1,556,429) (9,917,868) (1,405,939)

financial expenses (9,058,169) (13,240,561) (9,583,723) (19,078,895)

third-party Input (5,493,691) (2,334,389) (6,581,403) (3,832,946)

Materials and utilities (194,960) (98,131) (229,761) (141,620)

outside and specialized services 29 (1,460,144) (723,551) (1,835,097) (1,067,460)

Impairment of Assets 32 (848,601) (11,362) (848,599) (74,262)

other (2,989,986) (1,501,345) (3,667,946) (2,549,604)

Gross Added value 10,195,010 4,292,189 15,371,328 7,094,441

Retention

depreciation and Amortization 29 (3,814,828) (1,222,932) (4,002,472) (1,396,401)

Added Value Produced 6,380,182 3,069,257 11,368,856 5,698,040

Added value Received from transfer

Investments in Affiliates and subsidiaries 16 2,160,275 1,028,971 168,588 5,640

Added Value to Distribute 8,540,457 4,098,228 11,537,444 5,703,680

Added Value Distribution

employee 4,002,902   46.9% 2,043,099   49.8% 4,969,087   43.1% 3,200,535   56.1%

compensation 28 2,199,068 1,074,966 2,775,388 1,756,447

Benefits 28 6 42,742 331,199 801,722 477,655

government severance Indemnity funds for employees - 
fgts 228,185 105,367 300,587 179,501
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other 932,907 531,567 1,091,390 786,932

taxes 2,353,032   27.6% 339,845   8.3% 4,243,858   36.8% 642,693   11.3%

federal 2,059,754 161,096 3,855,457 380,826

state 404 288 502 328

Municipal 292,874 178,461 387,899 261,539

Remuneration of third Part - Rental 29 383,331   4.5% 174,380   4.3% 465,120   4.0% 261,802   4.6%

Remuneration of Interest on capital 1,801,192   21.1% 1,540,904   37.6% 1,859,379   16.1% 1,598,650   28.0%

Interest on capital 24.b 825,000 480,000 825,000 480,000

dividends 24.b 750,000 970,000 750,000 970,000

Profit Reinvestment 226,192 90,904 230,899 130,613

Participation Results of Minority of shareholders - - 53,480 18,037

Total 8,540,457  100% 4,098,228  100% 11,537,444  100% 5,703,680  100%

the accompanying notes are an integral part of these financial statements,
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1. Operations

Banco santander (Brasil) s.A. (Banco santander), indirectly 

controlled by Banco santander, s.A., with headquarters in 

spain (Banco santander espanha), is the lead institution of 

the financial and non-financial group with the central Bank 

of Brazil (Bacen), established as a corporation, with main 

offices at Rua Amador Bueno, 474, santo Amaro, são Paulo, 

and operates as a multiple service bank, conducting ope-

rations such as commercial, foreign exchange, investment, 

credit and financing and mortgage loan, leasing portfolios 

and, through related entities, insurance, pension plan, ca-

pitalization, leasing, asset management, and securities and 

insurance brokerage operations. transactions are conducted 

within the context of a group of financial institutions that 

operate on an integrated basis in the financial markets.

the extraordinary stockholder’s Meeting held in April 14, 

2009, was approved the changes of the social denomination 

from Banco santander s.A. to Banco santander (Brasil) s.A.

global offering of shares

the Board of directors’ meeting held on september 18, 

2009 approved the implementation of the public offering, 

denominated global offering, which includes the issue of 

525,000,000 units (each representing one of 55 common 

shares and 50 preferred shares), all registered shares, 

without par value, free and clear of any liens or encumbran-

ces, consisting of the simultaneous initial public offering 

of, (i) of units in Brazil (Brazilian offering), on the over-

the-counter, in accordance with Brazilian securities and 

exchange commission (cvM) Instruction 400/2003, and (ii)

units abroad, including in the form of AdRs representing 

Adss registered with the u.s. securities and exchange com-

mission (sec) under the securities Act of 1933 the united 

states of America.

At the same meeting was approved the listing of Banco 

santander and the trade of the units of common shares 

and preferred shares in BMf&Bovespa stock exchange - se-

curities, commodities and futures exchange (BMf&Bovespa 

stock exchange) level 2 corporate governance Practices.

the global offering was coordinated on a firm guarantee 

of settlement. under the Article 24 of cvM Instruction 

400/2003, the total number of units/Adss initially offered 

in the global offering (excluding the Additional units, as 

defined below) was increased in 6.85 %, i.e., which means 

35,955,648 units, in the form of Adss under the same 

conditions and at the same price of the units/Adss initially 

offered (supplemental units), according to the options 

granted to credit suisse securities (usA) llc, designed to 

meet a possible excess of demand over the global offering 

(supplemental option).

under the Article 14, paragraph 2 of cvM Instruction 400, 

the total number of units initially offered (not including the 

supplemental units) could be but was not, be increased by 

up to 4.76%, i.e., up to 25,000,000 units, including the 

form of Adss under the same conditions and at the same 

price initially offered the units (Additional units).

the Brazilian offering was directed in the Retail offer, to 

non-Institutional Investors and the Institutional offer to 

Institutional Investors.

on october 6, 2009, the global offering shares were 

priced at R$23.50 per unit. the units are traded on the 

BM&fBovesPA and the new york stock exchange (nyse) 

since october 7, 2009.

the other characteristics and terms set out in the “final 

global offering Prospect for the Initial Public offering of 

certificates of deposit shares (units) Issuance of Banco 

santander (Brasil) s.A” dated october 6, 2009, and the 

notice to the Market, available at www.santander.com.br 

and the website of the cvM and its english version of the 

Preliminary Prospectus on form-f1, available on the sec 

website.

on october 29, 2009, the Bacen ratified the capital 

increase due to the completion of the global offering, and 

the partial fulfillment of the International supplemental 

option on october 29, 2009.

the results of the global offering was disclosed under the 

closing announcement published in issues of valor econô-

mico on november 10, 2009.

2. Corporate Restructuring

a) Merger of shares of Banco ABn AMRo 
Real s.A. (Banco Real) and ABn AMRo Brasil 
dois Participações s.A. (AAB dois Par)

on July 24, 2008, Banco santander, s.A., headquartered in 

spain (Banco santander spain), took indirect share control 
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Amounts in thousands of Brazilian reais

Banco Real
Sudameris 

DTVM

Merger transactions

total Assets 181,041,881 2,219,832

current and long-term liabilities 168,859,924 46,626

stockholders’ equity 12,181,957 2,173,206

of the companies of the ABn AMRo Real group in Brazil, 

after meeting all conditions for this transfer of control, 

especially the approval of de nederlandsche Bank (the 

central Bank of the netherlands) and the Bacen.

the extraordinary stockholders’’ Meeting held on August 

29, 2008 of Banco santander, Banco Real and AAB dois 

Par approved the corporate restructuring as defined in the 

Agreement and Plan of Merger of shares of Banco ABn 

AMRo Real s.A. and ABn AMRo Brasil dois Participações 

s.A. into Banco santander s.A.” (Merger Agreement).

the above-mentioned merger agreement established the 

justifications and conditions for the corporate restructuring 

consisting of the merger of all shares of Banco Real and 

AAB dois Par into Banco santander (Merger of shares). As 

a result of the merger of shares: (a) Banco Real and AAB 

dois Par were converted into wholly-owned subsidiaries of 

Banco santander; (b) Banco santander’s capital was incre-

ased based on the economic value of the shares of Banco 

Real and AAB dois Par from R$9,131,448 to R$47,152,201 

and (c) shares were issued by Banco santander and delive-

red to the respective stockholders of Banco Real and AAB 

dois Par. the goodwill accrued based on the August 31, 

2008 data related to the acquisition of Banco Real and AAB 

dois Par was R$26,333,931.

the objectives of the operation are: (a) assure the transfer 

of the businesses acquired by Banco santander spain 

to its subsidiary already established and in operation in 

Brazil - Banco santander; (b) assure the preservation of 

the corporate entity of Banco santander, Banco Real and 

AAB dois Par; (c) concentrate the minority interest in these 

institutions only in Banco santander.

the operation allows to rationalize and simplify the equity 

structure of the companies of the santander group in 

Brazil and will enable the stockholders of Banco Real and 

AAB dois Par to become stockholders of a publicly traded 

company and have access to the current dividend policy of 

Banco santander.

this new structure also allows a reduction of administra-

tive costs, especially those related to legal and regulatory 

requirements.

As this is an operation involving the merger of shares, the 

corporate entity of Banco Real and AAB dois Par were 

preserved and any variations subsequent to the date of 

their balance sheets were properly accounted for in their 

respective accounting books.

there merger of shares was approved by Bacen on January 

27, 2009.

b) Merger of Banco Real and sudameris distribuidora de 
títulos e valores Mobiliários s.A. (sudameris dtvM)

the executive committees of Banco santander and Banco 

Real approved and decided to submit to the approval of the 

Board of directors of santander and its respective stockhol-

ders the corporate restructuring proposal as set out by 

the “Merger Agreement of Banco ABn AMRo Real s.A. by 

Banco santander s.A.” (the “Agreement”).

the Mergers will be carried out through the transfer of the 

book net assets of the Merged companies to the equity 

of the Merger, based on the audited balance sheets as 

of March 31, 2009.changes in equity occurring between 

the date of said balance sheets and the completion of 

the Mergers, on April 30, 2009 (date of the extraordinary 

shareholders’ Meetings that approve the Mergers) were 

recognized and recorded directly by the Acquirers.

As the Mergers involved wholly-owned subsidiaries, (i) 

determining a share exchange ratio; (ii) defining withdrawal 

rights; (iii) increasing the capital of Banco santander and 

Banco Real, and (iv) changing the voting, dividend or any 

other equity or corporate rights to which the stock issues by 

Banco santander is currently entitled were not necessary as 

a result of these transactions.
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the merger of sum of assets of sudameris dtvM was 

approved by Bacen on August 19, 2009 and the merger of 

Banco Real is still in ratification process.

c) Merger of shares of santander seguros s.A. 
(santander seguros), Banco commercial e de In-
vestimento sudameris s.A. (BcIs) and santander 
Brasil Asset Management distribuidora de títulos e 
valores Mobiliários s.A. (santander Brasil Asset)

the extraordinary stockholders’’ Meeting held on August 

14, 2009, of Banco santander, santander seguros s.A. 

(santander seguros), Banco commercial e de Investimento 

sudameris s.A.

the Merger Agreement establishes the reasons and 

conditions for the corporate restructuring consisting of 

the merger of all the shares of santander seguros, Banco 

BcIs and santander Brasil Asset into the equity of Banco 

santander (share Merger). As a result of the share Merger, 

santander seguros, Banco BcIs and santander Brasil Asset 

(Merged companies) were transformed into wholly-owned 

subsidiaries of Banco santander (Merging company), 

under Article 252 of law 6404/76 and the stockholders’ 

equity of Banco santander was increased in the amount 

of R$2,471,413 thousand to the corresponding value of 

the shares of santander seguros, the BcIs and santander 

Asset Brazil, through the issuance of 14,410,886 shares 

(7,710,343 shares and 6,700,543 preferred shares), all 

registered shares with no par value, delivered to the respec-

tive shareholders of the Merged companies.

the balance sheets of Banco santander, santander seguros, 

Banco BcIs and santander Brasil Asset as of June 30, 2009 

consist of the basic balance sheets of the share Mergers.

due to this transaction consists of a share merger, as set 

out in law, the legal personality of the merged companies 

was maintained and the changes in equity subsequent to 

the date of their balance sheets were properly recorded in 

their accounting books.

Balance sheets as of June 30, 2009 are presented below. 

the purpose of this information is to provide the position of 

impacts on equity related to these acquisitions.

Amounts in thousands of Brazilian reais

Santander Seguros BCIS Santander Brasil Asset

Balance sheets

total Assets 9,334,385 2,242,836 106,895

current and long-term liabilities 6,946,387 195,553 27,528

stockholders’ equity 2,387,998 2,047,283 79,367

santander seguros’ shares incorporation caused mutual 

owmership for Banco santander and santander seguros. 

this united ownership will be eliminated within one year 

after the of the extraordinary stockholders´ meeting which 

have approved the shares incorporation, as stablished by 

the current regulation.

the merger of shares was approved by Bacen on september 

28, 2009.

d) Merger of BcIs and ABn AMRo Administradora 
de cartões de crédito ltda. (AA cartões)

the extraordinary stockholders’’ Meeting of Banco BcIs and 

Banco santander and the Partners’ Meeting of AA cartões, 

held on August 31, 2009, were approved the corporate 

restructuring proposal pursuant to the terms and conditions 

of the “Agreement and Plan of Merger of shares of Banco 

commercial e de Investimento sudameris s.A. and ABn 

Amro Administradora de cartões de crédito ltda by Banco 

santander (Brasil) s.A.”

the merger was carried out through the transfer of the 

book net assets of the Merged companies to the equity of 

the Merging company, based on the audited balance sheets 

as of June 30, 2009. changes in equity occurring between 

the date of said balance sheets and the completion of the 

mergers (date of the corresponding extraordinary stockhol-
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ders’ Meetings that approve the mergers) were recognized 

and recorded directly by the Merging company.

Amounts in thousands of Brazilian reais

BCIS AA Cartões

Merger transactions

total Assets 2,242,836 299,148

current and long-term liabilities 195,553 19,987

stockholders’ equity 2,047,283 279,161

e) full spin-off of santander Investimentos e Parti-
cipações (santander Participações) with the transfer 
of portions of its equity to Banco santander and 
santander Advisory services s.A. (Advisory)

the extraordinary stockholders’’ Meeting held on August 

31, 2009, of Banco santander, santander Participações 

and Advisory were approved the corporate restructuring 

proposal pursuant to the terms and conditions of the 

“spin-off Agreement and Plan of santander Investimentos 

e Participações s.A., with transfer of all its equity to Banco 

santander (Brasil) s.A. and santander Advisory services 

s.A.” (the spin-off Agreement).

the spin-off Agreement establishes the reasons and 

conditions for the corporate restructuring consisting of 

the full spin-off of santander Participações (the “spun-off 

company”), its termination and the transfer of its equity to 

Banco santander and Advisory (spin-off).

under the spin-off Agreement, the stockholders’ equity of 

the spun-off company was appraised based on the balance 

as of June 30, 2009. As a result of the spin-off (a) the 

spun-off company was terminated; (b) all assets, rights, lia-

bilities, obligations and liabilities of the spun-off company 

related to the spun-off net assets were automatically and 

respectively transferred to the net assets of Banco santan-

der and Advisory, which became the successors of all its 

rights and obligations related to the spun-off net assets.

Amounts in thousands of Brazilian reais

Banco 
Santander Advisory

Merger transactions

total Assets 1.285,654 69,413

current and long-term liabilities 375,309 -

stockholders’ equity 910,345 69,413

the corporate restructuring mentioned above, represent 

steps in the process of consolidating the investments in 

Brazil, with a consequent strengthening of its operational 

structure and organizational unification of their activities.

the spin-off Agreement with transfer of all its equity to 

Banco santander is subject to approval by Bacen.

f) other reorganizations of Banco 
santander´s controlled companies.

still related to part of the social restructuring process of the 

conglomerate companies, several reorganizations were im-

plemented within Banco santander´s controlled companies:

  Incorporation of AAB dois Par and Real seguros vida 

e Previdência s.A. (current denomination of Real tokio 

Marine vida e Previdência s.A.) by santander seguros s.A.. 

the incorporation and denomination alteration are been 

ratified by susep;

  Incorporation of Real capitalização s.A. by santander 

capitalização s.A., which is being ratified by susep;

  Incorporation of cruzeiro factoring sociedade de fomento 

commercial ltda. and credicenter empreendimentos e 

Promoções ltda. by AA cartões;

  Incorporation of santander Asset Management distribui-

dora de títulos e valores Mobiliários ltda. by santander 

Brasil Asset, which is being ratified by Bacen;

  Incorporation of ABn AMRo Arrendamento Mercantil 

s.A. by santander leasing s.A. Arrendamento Mercantil, 

ratified by Bacen on november 30, 2009;

  Incorporation of santander Brasil Arrendamento Mercantil 

s.A. by santander leasing s.A. Arrendamento Mercantil, 

which is being ratified by Bacen;

3222009 AnnuAl RePoRt BR gAAP fInAncIAl stAteMents 



  Incorporation of santander Brasil s.A. corretora de títulos 

e valores Mobiliários by santander s.A. – corretora de 

câmbio e títulos, wich is being ratified by Bacen;

  Parcial spin-off of santander corretora de câmbio e 

valores Mobiliários s.A. with transfer of the net assets to 

santander s.A. – corretora de câmbio e títulos, still being 

ratified by Bacen.

3. Presentation of Financial Statements

the financial statements of Banco santander s.A., which 

include its foreign branches (Bank) and the consolida-

ted financial statements of the Bank and its subsidiaries 

(consolidated) indicated in note 16 have been prepared 

in accordance with accounting practices established by 

Brazilian corporate law and standards established by the 

national Monetary council (cMn), the central Bank of 

Brazil and the Brazilian securities commission (cvM), the 

national council of Private Insurance (cnsP) and the susep 

when applicable. It was adopted for report of financial the 

approved regulations from cvM related to international 

accounting convergence process that does not conflict with 

the rules of cMn and Bacen.

In the preparation of the consolidated financial statements, 

equity in subsidiaries, significant balances arising from tran-

sactions among domestic branches, foreign branches and 

subsidiaries, and unrealized profits between these entities 

have been eliminated. Minority interest is recorded in a 

separate caption in stockholders’ equity and in the state-

ments of income. the balances stated in the jointly-owned 

subsidiaries’ balance sheets and statements of income were 

consolidated in proportion to the interest in the subsidiary.

the information of the leasing transactions has been reclas-

sified, in order to reflect its financial position in the consoli-

dated financial statements in conformity with the financial 

method of accounting for leasing operations.

As a result of the corporate restructuring mentioned in note 

2 and in accordance with current legislation, the consoli-

dated financial information are presented compared with 

the data of the previous periods, which do not include the 

assets, liabilities or results of Banco Real, for periods prior 

to september 2008, the santander seguros and its subsi-

diaries and santander Asset Brasil, both for periods prior to 

July 2009, so that the analysis of the evolution of financial 

information is limited.

the preparation of financial statements requires Manage-

ment to make estimates and assumptions that affect the 

reported amounts of assets and liabilities, disclosure of 

contingent assets and liabilities at the date of the financial 

statements, and the reported amounts of revenues and 

expenses for the reporting periods. since Management’s 

judgment involves making estimates concerning the like-

lihood of future events, actual amounts could differ from 

those estimates.

4. Significant Accounting Practices

a) Results of operations

determined on the accrual basis of accounting and includes 

income, charges and monetary or exchange variations 

earned or incurred through the balance sheet date, on a 

daily pro rata basis.

b) financial statement translation

the functional currency used for the operations of the 

branches abroad is the real. the assets and liabilities 

are substantially monetary items and are converted by 

exchange rates at the end of the period, the non-monetary 

items are measured at cost history and the results are con-

verted by the average exchange rates for the period.

the exchange effects of the operations of the branches 

abroad are located on the lines of statement of income, 

according to their assets and liabilities which resulted it.

c) current and long-term Assets and liabilities

stated at their realizable or settlement amounts, respective-

ly, and include income, charges and monetary or exchange 

variations earned or incurred through the balance sheet 

date, determined on a daily pro rata basis. When applicable, 

allowances for valuation are recorded to reflect market or 

realizable values. the allowance for loan losses is based on 

analyses of outstanding lending operations (past-due and 

current), past experience, future expectations, and specific 

portfolio risks, as well as on the risk assessment policy of 

the Bank’s management for recognition of allowances, 

including requirements of the national Monetary council 

(cMn) and Bacen.

Receivables and payables due within 12 months are 

recorded in current assets and liabilities, respectively, except 
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for trading securities that, regardless of their maturity, 

are classified in current assets, in conformity with Bacen 

circular 3068/2001.

d) cash and cash equivalents

for purposes of the statements of cash flows, cash and cash 

equivalents correspond to the balances of cash and applica-

tions interbank investments with immediate convertibility in 

to cash or with original maturity of more than ninety days.

e) securities

securities are presented in accordance with the following 

recognition and accounting valuation criteria:

I - trading securities.

II - Available-for-sale securities.

III - held-to-maturity securities.

“trading securities” include securities acquired for the 

purpose of being actively and frequently traded and 

“held-to-maturity securities” include those which the Bank 

intends to maintain in its portfolio to maturity. “Available-

for-sale securities” include those which cannot be classified 

in categories I and III. securities classified in categories I 

and II are stated at cost plus income earned through the 

balance sheet date, calculated on a daily pro rata basis, and 

adjusted to fair value, reflecting the increase or decrease 

arising from this adjustment in:

(1) the related income or expense account, in income for 

the period, when related to securities classified as “trading 

securities”, net of tax effects; and 

(2) separate caption in stockholders’ equity, when related 

to securities classified as “Available-for-sale securities”, net 

of tax effects. the adjustments to fair value on sale of these 

securities are transferred to income for the period. 

securities classified as “held-to-maturity securities” are 

stated at cost, plus income earned through the balance 

sheet date, calculated on a daily pro rata basis.

Permanent losses in the realization value of available-for-

sale and held-to-maturity securities are recognized in the 

statement of income.

f) derivatives 

derivatives are classified according to Management’s intent 

to use them for hedging or not. transactions made at cus-

tomers’ request, on own account, or that to not meet the 

criteria for hedge accounting, especially derivatives used to 

manage the global risk exposure, are reported at fair value, 

with realized and unrealized gains and losses included in 

income for the period.

derivatives designated as hedge may be classified as:

I - Market risk hedge.

II - cash flow hedge.

derivatives designated as hedge and the respective hedged 

items are adjusted to fair value, considering the following:

(1) for those classified in category I, the increase or 

decrease is recorded in income or expense for the period, 

net of tax effects; and 

(2) for those classified in category II, the increase or 

decrease is recorded in a separate caption in stockholders’ 

equity, net of tax effects.

g) Prepaid expenses

funds used in advance payments, whose benefits or provi-

sion of services will occur in future years, are recorded as 

“prepaid expenses” and allocated to income over the term 

of the respective agreements.

h) Permanent Assets

stated at acquisition cost and include:

h.1) Investments

Adjustments to investments in affiliates and subsidiaries 

are determined under the equity method of accounting and 

recorded as investments in affiliates and subsidiaries. other 

investments are stated at cost, reduced to fair value, when 

applicable.

h.2) Property and equipment

depreciation of property and equipment is determined 

under the straight-line method at the following annual 

rates: buildings - 4%, installations, furniture, equipment 

in use, communication and security systems - 10%, and 

data processing systems and vehicles - 20% and leasehold 

improvements - 10% or considering the benefit period of 

the terms of rental contracts.

h.3) Intangible assets

goodwill on acquisition of subsidiaries is amortized over 

3242009 AnnuAl RePoRt BR gAAP fInAncIAl stAteMents 



10 years, based on expected future earnings and is tested 

for impairment annually or more frequently if conditions or 

circumstances indicate an impairment.

goodwill on merger and the related reduction account, 

reserve for maintenance of integrity of the merging entity’s 

stockholders’ equity, are amortized over a period of up to 

10 years, based on expected future earnings.

exclusivity contracts for provision of banking services are 

accrued the payments related to the commercial partner-

ship contracts with the private and public sectors to assure 

exclusivity for banking services of payroll credit processing 

and payroll loans, maintenance of collection portfolio, 

supplier payment services and other banking services, allo-

cated to income over the term of the respective agreements.

Acquisition and development of software are amortized 

over a maximum period of 5 years.

i) technical Reserves Related to the Insuran-
ce, Pension Plan and capitalization Activities

technical reserves are recognized and calculated in accor-

dance with the provisions and criteria established in cnsP 

Resolutions 139/2005 and 162/2006, changed by cnsP 

Resolution 181/2007, 195/2008 and 204/2009, and suseP 

circular 288/2005.

i.1) Insurance and Pension Plan

I – unearned Premium Reserve (PPng)

the unearned Premium Reserve (PPng) is recognized based 

on the portions of retained premiums corresponding to the 

policies’ unelapsed risk periods calculated on a daily pro 

rata basis.

II – unearned Premium Reserve – unissued 
current Risks (PPng-Rvne)

the purpose of the unearned premium reserve for unissued 

current risks (“PPng-Rvne”) is to estimate the portion 

of unearned premiums referring to assumed risks whose 

corresponding policies are not issued.

III - Premium deficiency Reserve (PIP)

these resolutions also established the Premium deficiency 

Reserve for when the unearned premium reserve is not 

sufficient to cover claims plus administrative expenses to 

incur, situation verified through actuarial calculation.

Iv - unexpired Risk Reserve (PRne)

the unexpired risk reserve is calculated on a daily pro rata 

basis based on net contributions released during the month 

and its objective is to provision the contribution installment 

corresponding to the nonincurred risk period, counted as of 

the calculation date.

v - contribution deficiency Reserve (PIc)

the contribution deficiency reserve is recognized to pro-

vision deviations in relation to mathematical reserves’ 

technical bases for current and future benefits. the biome-

tric tables used as parameter for the recognition consider 

for the survival of female and male participants the At2000 

Male table and the plan interest rate.

vI - Administrative expenses Reserve (PdA)

the administrative expenses reserve is recognized to cover 

possible expenses arising from the payment of current and 

future benefits, according to the methodology described in 

the Actuarial technical note (ntA).

vII - supplementary Premium Reserve (PcP)

the supplementary premium reserve is calculated on a daily 

pro rata basis, based on beginning and ending dates of the 

risk period and net retained commercial premiums or contri-

butions. the reserve amount is the difference, when positive, 

between the average of the sum of amounts calculated 

daily during the recording month and PPng (Insurance) and 

PRne (Pension Plan) recognized in the month, considering 

all prevailing risks, issued or not, received or not.

vIII - Mathematical Reserves for current and 
future Benefits (PMBac and PMBc)

Mathematical reserves for future benefits are recognized 

based on contributions made under the capitalization 

financial system. the mathematical reserves for current 

benefits represent commitments under continued income 

plans which are recognized through actuarial calculation 

for the traditional, pension plan (PgBl) and cash value life 

insurance (vgBl) plans.

IX – claims Payable Reserve (Psl)

the reserve for claims payable is recognized based on 

notices received by the insurance company related to 

insurance and coinsurance claims which were accepted but 

not yet paid.
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X - Reserve for losses Incurred but 
not Reported (IBnR reserve)

the provision for losses incurred but not reported is recog-

nized based on actuarial technical note or on the historical 

estimate between the claim occurrence date and its report, 

in accordance with cnsP Resolution 162/2006 (changed by 

cnsP Resolution 181/2007, 195/2008 and 204/2009) for 

Insurance and suseP circular letter 288/2005 for Pension 

Plan. the dPvAt reserve, included in the balance of the 

provision for losses incurred but not reported is recognized 

based on information provided by the management of 

the fenaseg (national federation of Private Insurance and 

capitalization companies). As of March 2008, dPvAt is 

managed by seguradora líder - dPvAt.

XI - Reserve for future Policy Benefits (PBaR)

the Reserve for future Policy Benefits is recognized based 

on the claims notice and the past due risks or lump-sum 

amounts payable.

XlI-Reserve for oscillation Risk (PoR) 

the reserve of oscillation of risks is made to cover any gaps 

in the commitments expected, and is calculated according 

to methodology described in the technical note Actuarial 

ntA. 

XIII -financial surplus Reserve (Pef) 

the surplus reserve represents the surplus amounts accrued 

to be used according to plan regulations. 

XIv -financial fluctuation Reserve (Pof) 

the financial fluctuation reserve is recognized to prevent 

possible future deficiencies arising from the mismatch 

between inflation adjustment index and interest rate gua-

ranteed in mathematical reserves. 

Xv -Reserve for surrenders and/
or other future Policy Benefits 

corresponds to amounts related to surrenders and returns 

of contributions/premiums and the portability requested 

which, for any reason, have not yet been transferred. 

i.2) capitalization 

the technical reserve of the savings bonds are determi-

ned by a percentage applied to amounts received from 

subscribers, as required under its Actuarial note for each 

product and the conditions of each proposal, and updated 

monthly by the Basic Reference Rate (tR) applied to savings 

accounts and capitalized at a rate of 0.5 per month and 

may be redeemed under the conditions described in the 

title of capitalization. the monetary and interest credited to 

technical reserve are recorded as financial expenses. 

j) Pension Plan 

the actuarial liabilities related to pension plans are 

recorded based on an actuarial study made by indepen-

dent actuaries, by the end of each period and used in the 

following period, in, accordance with cvM Resolution 

371/2000. 

expenses related to sponsors’ contributions to the plans are 

recognized on the accrual basis. 

k) contingent Assets and liabilities and legal obligations

k.1) contingent Assets 

contingent assets are not recorded, except when there are 

real guarantees or unappealable court decisions, for which 

a favorable outcome is practically certain. contingent assets 

whose likelihood of favorable outcome is probable, if any, 

are only disclosed in the financial statements. 

k.2) contingent liabilities 

contingent liabilities are recorded based on the nature, 

complexity and history of lawsuits, and on the opinion of 

the in-house and outside legal counsel when the risk of loss 

on the administrative or judicial proceeding is considered as 

probable and the amounts can be reasonably determined. 

k.3) legal obligations -tax and social security

Refer to judicial and administrative proceedings related to 

tax and social security obligations challenging their legality 

or constitutionality which, regardless of the assessment of 

the likelihood of a favorable outcome, have their amounts 

fully recorded in the financial statements. 

l) deferred Income 

Refers to income received before the completion of the 

term of the obligation that gave rise to it, including non-

refundable income, mainly related to guarantees and 

collaterals provided and credit card annual fees. deferred 

income is recorded in income over the term of the respecti-

ve agreements. 

m) Income and social contribution taxes 

Income tax is calculated at the rate of 15% plus a 10% 
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surtax; social contribution tax is calculated at the rate of 15% 

(9% period from January 1st to April 30, 2008) for financial 

institutions, and for non-financial companies the social con-

tribution tax rate is 9%, after adjustments determined by tax 

legislation. deferred tax assets and liabilities are computed 

basically on certain temporary differences between the book 

and tax basis of assets and liabilities, tax losses, and adjust-

ments to fair value of securities and derivatives. 

In accordance with the current regulation, the expected 

realization of the Bank’s tax credits, as shown in note 12, 

is based on the projection of future income and a technical 

study. 

n) Impairment valuation 

nonfinancial Assets are subject to the assessment of reco-

verable values on an annual or more frequently if conditions 

or circumstances indicate the possibility of impairment. 

5. Cash and Cash Equivalents

In Thousands of Brazilian Reais

Bank Consolidated

2009 2008 2009 2008

Cash 5,597,548 2,449,760 5,623,834 5,087,316

Interbank Investments 12,910,596 21,436,353 12,760,332 22,290,330

Money Market Investments 11,257,097 12,857,439 11,257,066 12,857,439

Interbank deposits 266,347 258,455 116,114 687,952

foreign currency Investments 1,387,152 8,320,459 1,387,152 8,744,939

Total 18,508,144 23,886,113 18,384,166 27,377,646
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In Thousands of Brazilian Reais

2009 2008

Up to 3 
months

From 3 to 
12 months

Over 12 
months Total Total

Money Market Investments 13,056,416 8,278,300 - 21,334,716 18,108,018

Own Portfolio 3,936,309 3,178,007 - 7,114,316 4,146,917

treasury bills - lft 2,238,363 - - 2,238,363 11

national treasury bills - ltn 380,662 543,103 - 923,765 668,696

national treasury notes - ntn 1,255,966 2,634,904 - 3,890,870 3,445,301

securities Issued Abroad By the Brazilian government 61,318 - - 61,318 3 ,154

others - - - - 29,755

Third-party Portfolio 7,493,102 2,126,478 - 9,619,580 12,964,202

treasury Bills - lft 2,272,809 - - 2,272,809 1,002,293

national treasury Bills - ltn 442,912 672,968 - 1,115,880 4,651,878

national treasury notes - ntn 4,777,381 1,453,510 - 6,230,891 7,310,031

Sold Position 1,627,005 2,973,815 - 4,600,820 996,899

national treasury notes - ntn 1,627,005 2,973,815 - 4,600,820 996,899

Interbank Deposits 6,441,540 9,908,633 6,365,510 22,715,683 4,241,929

Foreign Currency Investments 1,387,152 276 344,886 1,732,314 8,786,100

Allowance for Losses - - (200) (200) (200)

Total 20,885,108 18,187,209 6,710,196 45,782,513 31,135,847

Current 39,072,317 29,452,723

Long-term 6,710,196 1,683,124

6. Interbank Investments
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In Thousands of Brazilian Reais

Consolidated

2009 2008

Up to 3 
months

From 3 to 
12 months

Over 12 
months Total Total

Money Market Investments 13,056,416 8,278,300 - 21,334,716 18,126,140

Own Portfolio 3,936,309 3,178,007 - 7,114,316 5,585,339

treasury bills - lft 2,238,363 - - 2,238,363 44,344

national treasury bills - ltn 380,662 543,103 - 923,765 668,696

national treasury notes - ntn 1,255,966 2,634,904 - 3,890,870 4,821,268

securities Issued Abroad By the Brazilian government 61,318 - - 61,318 3,154

others - - - - 47,877

Third-party Portfolio 7,493,102 2,126,478 - 9,619,580 11,543,902

treasury Bills - lft 2,272,809 - - 2,272,809 957,959

national treasury Bills - ltn 442,912 672,968 - 1,115,880 4,651,878

national treasury notes - ntn 4,777,381 1,453,510 - 6,230,891 5,934,065

Sold Position 1,627,005 2,973,815 - 4,600,820 996,899

national treasury notes - ntn 1,627,005 2,973,815 - 4,600,820 996,899

Interbank Deposits 2,291,912 3,884,010 930,943 7,106,865 9,930,593

Foreign Currency Investments 1,387,152 276 344,886 1,732,314 9,210,730

Allowance for Losses - - (200) (200) (200)

Total 16,735,480 12,162,586 1,275,629 30,173,695 37,267,263

Current 28,898,066 34,076,639

Long-term 1,275,629 3,190,624
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7. Securities and Derivatives

a) securities

I) By category

In Thousands of Brazilian Reais

Bank

2009 2008

Effect of adjustment to fair 
value on:

Cost Income Equity
Carrying 
amount

Carrying 
amount

Trading Securities 14,221,567 27,606 - 14,249,173 9,026,890

government securities 11,654,007 32,685 - 11,686,692 6,750,378

Private securities 2,567,560 (5,079) - 2,562,481 2,276,512

Available-for-sale Securities 67,007,141 - 126,776 67,133,917 12,971,070

government securities 37,900,336 - 131,955 38,032,291 7,909,081

Private securities 29,106,805 - (5,179) 29,101,626 5,061,989

Held-to-maturity Securities 838,795 - - 838,795 843,424

government securities 838,795 - - 838,795 843,424

Total Securities 82,067,503 27,606 126,776 82,221,885 22,841,384

Derivatives (Assets) 4,801,106 399,781 - 5,200,887 7,468,687

Total Securities and Derivatives 86,868,609 427,387 126,776 87,422,772 30,310,071

Current 30,522,711 17,041,998

Long-term 17,041,998 13,268,073

Derivatives (Liabilities) (4,272,101) (139,813) 56,900,061 (4,411,914) (8,448,593)

Current (1,724,817) (5,815,703)

Long-term (2,687,097) (2,632,890)
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In Thousands of Brazilian Reais

Consolidated

2009 2008

Effect of adjustment to fair 
value on:

Cost Income Equity
Carrying 
amount

Carrying 
amount

Trading Securities 29,317,092 41,058 - 29,358,150 13,740,856

government securities 12,392,495 37,643 - 12,430,138 9,972,444

Private securities 2,740,950 3,415 - 2,744,365 1,183,520

equity fund shares - guarantors of Benefit Plans - PgBl/vgBl 14,183,647 - - 14,183,647 2,584,892

Available-for-sale Securities 43,350,109 - 123,907 43,474,016 31,062,879

government securities 39,327,438 - 129,090 39,456,528 26,420,704

Private securities 4,022,671 - (5,183) 4,017,488 4,642,175

Held-to-maturity Securities 1,669,720 - - 1,669,720 1,495,208

government securities 1,669,720 - - 1,669,720 1,290,935

Private securities - - - - 204,273

Total Securities 74,336,921 41,058 123,907 74,501,886 46,298,943

Derivatives (Assets) 4,793,895 394,977 - 5 ,188,872 9,525,530

Total Securities and Derivatives 79,130,816 436,035 123,907 79,690,758 55,824,473

Current 45,673,813 26,509,181

Long-term 34,016,945 29,315,292

Derivatives (Liabilities) (4,264,639) (139,963) - (4,404,602) (11,615,283)

Current (1,717,678) (7,763,795)

Long-term (2,686,924) (3,851,488)
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II) trading securities
In Thousands of Brazilian Reais

Bank

2009 2008

Cost

Adjustment
to fair value 

- Income
Carrying 
amount

Carrying 
amount

Trading Securities

government securities 11,654,007 32,685 11,686,692 6,750,378

treasury certificates - cft 54,003 11,880 65,883 50,978

national treasury Bills - ltn 4,349,739 64 4,349,803 2,319,758

treasury Bills - lft 604,528 95 604,623 1,093,662

national treasury notes - ntn B 4,765,092 22,625 4,787,717 2,207,502

national treasury notes - ntn c 166,072 4,024 170,096 22,631

national treasury notes - ntn f 1,400,403 (2,424) 1,397,979 792,261

Agricultural debt securities - tdA 258,414 (2,755) 255,659 208,918

global Bonds 55,756 ( 824) 54,932 54,668

Private Securities 2,567,560 (5,079) 2,562,481 2,276,512

shares 225,285 (7,159) 218,126 152,999

Receivables Investment fund - fIdc (1) 106,746 - 106,746 248,776

Investment fund shares in Participation - fIP 310,488 - 310,488 102,532

Investment fund shares 3,992 - 3,992 -

debentures 1,921,049 2,080 1,923,129 1,772,205

Total 14,221,567 27,606 14,249,173 9,026,890
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In Thousands of Brazilian Reais

Bank

2009

Without 
maturity

Up to 3 
months

From 3 to 
12 months

From 1 to 
3 years

Over 3 
years Total

Trading Securities by Maturity

government securities - 3,014,301 1,278,351 5,754,409 1,639,631 11,686,692

treasury certificates - cft - - - 65,883 - 65,883

national treasury Bills - ltn - 2,609,901 562,688 1,177,214 - 4,349,803

treasury Bills - lft - - 10,416 249,518 344,689 604,623

national treasury notes - ntn B - 30,938 590,740 3,793,135 372,904 4,787,717

national treasury notes - ntn c - 1,792 - 108,360 59,944 170,096

national treasury notes - ntn f - 310,403 22,016 278,843 786,717 1,397,979

Agricultural debt securities - tdA - 58,468 92,491 81,456 23,244 255,659

global Bonds - 2,799 - - 52,133 54,932

Private Securities 532,606 49,627 24,662 66,433 1,889,153 2,562,481

shares 218,126 - - - - 218,126

Receivables Investment fund - fIdc (1) - 49,627 16,557 3,097 37,465 106,746

Investment fund shares in Participation - fIP 310,488 - - - - 310,488

Investment fund shares 3,992 - - - - 3,992

debentures - - 8,105 63,336 1,851,688 1,923,129

Total 532,606 3,063,928 1,303,013 5,820,842 3,528,784 14,249,173

In Thousands of Brazilian Reais

Consolidated

2009 2008

Cost

Adjustment
to fair value 

- Income
Carrying 
amount

Carrying 
amount

Trading Securities

government securities 12,392,495 37,643 12,430,138 9,972,444

treasury certificates - cft 54,003 11,880 65,883 50,978

national treasury Bills - ltn 4,349,737 64 4,349,801 3,949,867

treasury Bills - lft 1,244,252 (130) 1,244,122 1,366,168

national treasury notes - ntn B 4,835,106 26,743 4,861,849 2,207,502

national treasury notes - ntn c 186,786 5,089 191,875 22,631

national treasury notes - ntn f 1,408,441 (2,424) 1,406,017 1,710,367

Agricultural debt securities - tdA 258,414 (2,755) 255,659 208,980

global Bonds 55,756 (824) 54,932 455,951

Private Securities 2,740,950 3,415 2,744,365 1,183,520

shares 225,302 (7,159) 218,143 154,652

Receivables Investment fund - fIdc (1) 106,746 - 106,746 248,776

Investment fund shares in Participation - fIP 310,488 - 310,488 102,532

Investment fund shares 1,966,257 - 1,966,257 590,298

debentures 73,491 2,080 75,571 87,262

Bank certificates of deposits - cdB 58,666 8,494 67,160 -

Equity Fund Shares - Guarantors of Benefit Plans - PGBL/VGBL 14,183,647 - 14,183,647 2,584,892

Total 29,317,092 41,058 29,358,150 13,740,856
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In Thousands of Brazilian Reais

Consolidated

2009

Without 
maturity

Up to 3 
months

From 3 to 
12 months

From 1 to 
3 years

Over 3 
years Total

Trading Securities by Maturity

government securities - 3,068,648 1,423,450 6,118,298 1,819,742 12,430,138

treasury certificates - cft - - - 65,883 - 65,88

national treasury Bills - ltn - 2,609,899 562,688 1,177,214 - 4,349,801

treasury Bills - lft - 46,124 155,487 549,487 493,024 1,244,122

national treasury notes - ntn B - 31,124 590,768 3,857,055 382,902 4,861,849

national treasury notes - ntn c - 1,793 - 108,360 81,722 191,875

national treasury notes - ntn f - 318,441 22,016 278,843 786,717 1,406,017

Agricultural debt securities - tdA - 58,468 92,491 81,456 23,244 255,659

global Bonds - 2,799 - - 52,133 54,932

Private Securities 2,494,888 85,232 53,565 73,215 37,465 2,744,365

shares 218,143 - - - - 218,143

Receivables Investment fund - fIdc (1) - 49,627 16,557 3,097 37,465 106,746

Investment fund shares in Participation - fIP 310,488 - - - - 310,488

Investment fund shares 1,966,257 - - - - 1,966,257

debentures - 4,137 8,105 63,329 - 75,571

Bank certificates of deposits - cdB - 31,468 28,903 6,789 - 67,160

Equity Fund Shares - Guarantors of Benefit 
Plans - PGBL/VGBL 14,183,647 - - - - 14,183,647

Total 16,678,535 3,153,880 1,477,015 6,191,513 1,857,207 29,358,150
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In Thousands of Brazilian Reais

Bank

2009 2008

Cost

Adjustment
to fair value 

- Income
Carrying 
amount

Carrying 
amount

Avaiable-for-sale Securities

Government Securities 37,900,336 131,955 38,032,291 7,909,081

treasury certificates - cft 77,593 23,872 101,465 78,547

securitized credit 1,021 529 1,550 1,395

national treasury Bills - ltn 9,599,726 4,533 9,604,259 3,211,372

treasury Bills - lft 2,473,104 (71) 2,473,033 260,733

national treasury notes - ntn A 115,996 (6,228) 109,768 115,337

national treasury notes - ntn B 1,938,409 4,329 1,942,738 1,855,813

national treasury notes - ntn c 552,122 270,657 822,779 799,455

national treasury notes - ntn f 22,507,677 (171,619) 22,336,058 1,586,140

national treasury notes - ntn P 103 (12) 91 82

Agricultural debt securities - tdA 47 - 47 207

global Bonds 268,286 5,965 274,251 -

foreign government securities 366,252 - 366,252 -

Private Securities 29,106,805 (5,179) 29,101,626 5,061,989

shares 821,681 (44,204) 777,477 347,788

debentures 25,986,172 17,555 26,003,727 2,812,661

eurobonds 172,671 (12,087) 160,584 231,581

Promissory notes - nP 1,281,142 3,119 1,284,261 1,447,819

Real estate credit notes - ccI 24,543 - 24,543 24,947

Agribusiness Receivables certificates - cdcA 8,104 (1,421) 6,683 -

certificates of Real estate Receivables - cRI 812,492 31,859 844,351 197,193

Total 67,007,141 1 26,776 67,133,917 12,971,070

III) Available-for-sale securities
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In Thousands of Brazilian Reais

Bank

2009

Without 
maturity

Up to 3 
months

From 3 to 
12 months

From 1 to 
3 years

Over 3 
years Total

Avaiable-for-sale Securities by Maturity

Government Securities - 11,266,351 233,756 5,549,184 20,983,000 38,032,291

treasury certificates - cft - - - 101,154 311 101,465

securitized credit - - - - 1,550 1,550

national treasury Bills - ltn - 9,604,259 - - - 9,604,259

treasury Bills - lft - - - - 2,473,033 2,473,033

national treasury notes - ntn A - - 875 - 108,893 109,768

national treasury notes - ntn B - 7,331 232,798 116,229 1,586,380 1,942,738

national treasury notes - ntn c - 12,744 - - 810,035 822,779

national treasury notes - ntn f - 1,638,011 - 4,695,249 16,002,798 22,336,058

national treasury notes - ntn P - - 68 23 - 91

Agricultural debt securities - tdA - - 15 32 - 47

global Bonds - 4,006 - 270,245 - 274,251

foreign government securities - - - 366,252 - 366,252

Private Securities 777,477 221,036 1,272,166 489,454 26,341,493 29,101,626

shares 777,477 - - - - 777,477

debentures - 39,246 121,021 478,873 25,364,587 26,003,727

eurobonds - 373 3 - 160,208 160,584

Promissory notes - nP - 144,600 1,139,661 - - 1,284,261

Real estate credit notes - ccI - 3,563 - 3,898 17,082 24,543

Agribusiness Receivables certificates - cdcA - - - 6,683 - 6,683

certificates of Real estate Receivables - cRI - 33,254 11,481 - 799,616 844,351

Total 777,477 11,487,387 1,505,922 6,038,638 47,324,493 67,133,917
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In Thousands of Brazilian Reais

Consolidated

2009 2008

Cost

Adjustment
to fair value 

- Income
Carrying 
amount

Carrying 
amount

Avaiable-for-sale Securities

Government Securities 39,327,438 129,090 39,456,528 26,420,704

treasury certificates - cft 77,593 23,872 101,465 78,547

securitized credit 1,021 529 1,550 1,395

national treasury Bills - ltn 9,840,307 3,956 9,844,263 14,455,582

treasury Bills - lft 2,619,031 776 2,619,807 652,438

national treasury notes - ntn A 115,996 (6,228) 109,768 115,337

national treasury notes - ntn B 2,131,259 4,281 2,135,540 2,081,930

national treasury notes - ntn c 552,122 270,657 822,779 799,455

national treasury notes - ntn f 23,355,421 (174,706) 23,180,715 8,235,039

national treasury notes - ntn M - - - 692

national treasury notes - ntn P 103 (12) 91 82

Agricultural debt securities - tdA 47 - 47 207

global Bonds 268,286 5,965 274,251 -

foreign government securities 366,252 - 366,252 -

Private Securities 4,022,671 (5,183) 4,017,488 4,642,175

shares 821,681 (44,204) 777,477 578,757

Receivables Investment fund - fIdc (1) - - - 27,773

Investment fund shares in Participation - fIP - - - 15,698

debentures 901,558 17,551 919,109 1,108,186

eurobonds 172,671 (12,087) 160,584 231,581

Promissory notes - nP 1,281,142 3,119 1,284,261 1,988,906

Bank certificates of deposits - cdB 480 - 480 100,150

Real estate credit notes - ccI 24,543 - 24,543 24,947

Agribusiness Receivables certificates - cdcA 8,104 (1,421) 6,683 8,462

certificates of Real estate Receivables - cRI 812,492 31,859 844,351 557,240

others - - - 475

Total 43,350,109 123,907 43,474,016 31,062,879

3372009 AnnuAl RePoRt BR gAAP fInAncIAl stAteMents 



In Thousands of Brazilian Reais

Consolidated

2009

Without 
maturity

Up to 3 
months

From 3 to 
12 months

From 1 to 
3 years

Over 3 
years Total

Avaiable-for-sale Securities by Maturity

Government Securities - 11,283,977 235,244 6 ,370,535 21,566,772 39,456,528

treasury certificates - cft - - - 101,154 311 101,465

securitized credit - - - - 1,550 1,550

national treasury Bills - ltn - 9,608,980 - 235,283 - 9,844,263

treasury Bills - lft - - - 4,774 2,615,033 2,619,807

national treasury notes - ntn A - - 875 - 108,893 109,768

national treasury notes - ntn B - 7,331 234,286 169,366 1,724,557 2,135,540

national treasury notes - ntn c - 12,744 - - 810,035 822,779

national treasury notes - ntn f - 1,650,916 - 5,223,406 16,306,393 23,180,715

national treasury notes - ntn P - - 68 23 - 91

Agricultural debt securities - tdA - - 15 32 - 47

global Bonds - 4,006 - 270,245 - 274,251

foreign government securities - - - 366,252 - 366,252

Private Securities 777,477 221,516 1,273,692 490,822 1,253,981 4,017,488

shares 777,477 - - - - 777,477

debentures - 39,246 122,547 480,241 277,075 919,109

eurobonds - 373 3 - 160,208 160,584

Promissory notes - nP - 144,600 1,139,661 - - 1,284,261

Bank certificates of deposits - cdB - 480 - - - 480

Real estate credit notes - ccI - 3,563 - 3,898 17,082 24,543

Agribusiness Receivables certificates - cdcA - - - 6,683 - 6,683

certificates of Real estate Receivables - cRI - 33,254 11,481 - 799,616 844,351

Total 777,477 11,505,493 1,508,936 6,861,357 22,820,753 43,474,016

1Receivables Investment fund (fIdc) shares are calculated based on the value of the receivables and other financial assets in the respective portfolios, less respective provisions that take into 
consideration aspects related to the debtors, their guarantors and the corresponding transaction’s characteristics, according to accounting standards and practices for evaluating credits.
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In Thousands of Brazilian Reais

Bank

2009

Cost/Carrying Amount by Maturity

2009 2008
Up to 3 
months

From 3 to 
12 months

Over 3 
years Total

Held-to-maturity Securities (1)

Government Securities 838,795 843,424 21,409 2,294 815,092 838,795

national treasury notes - ntn c 827,539 843,424 19,875 - 807,664 827,539

national treasury notes - ntn I 11,256 - 1,534 2,294 7,428 11,256

Total 838,795 843,424 21,409 2,294 815,092 838,795

Consolidated

2009

Cost/Carrying Amount by Maturity

2009 2008
Up to 3 
months

From 3 to 
12 months

Over 3 
years Total

Held-to-maturity Securities (1)

Government Securities 1,669,720 1,290,935 47,859 2,576 1,619,285 1,669,720

national treasury notes - ntn B 228,697 109,580 4,339 282 224,076 228,697

national treasury notes - ntn c 1,429,767 1,152,039 41,986 - 1,387,781 1,429,767

national treasury notes - ntn I 11,256 26,728 1,534 2,294 7,428 11,256

national treasury notes - ntn M - 2,313 - - - -

Agricultural debt securities - tdA - 275 - - - -

Private Securities - 204,273 - - - -

debentures - 91,709 - - - -

securitization debts - 1,699 - - - -

Bank certificates of deposits - cdB - 16,649 - - - -

credit linked notes - 94,216 - - - -

Total 1,669,720 1,495,208 47,859 2,576 1,619,285 1,669,720

Iv) held-to-maturity securities

1Market value of held-to-maturity securities is R$ 1,280,511 in the Bank and R$2,157,238 in consolidated (2008 - R$1,244,349 in the Bank and R$1,956,670 in the consolidated),
2on december 31, 2009, includes R$830,925 of held-to-maturity securities of santander seguros (note 2),

I

In accordance with Bacen circular 3068/2001, article 8, santander has the positive intent and ability to hold to maturity  

the securities classified as held-to-Maturity securities. 

the fair value of securities is computed based on the average quotation on organized markets and their estimated cash 

flows, discounted to present value using the applicable interest rate, which are considered representative of the market 

conditions at the balance sheet date. 

the principal interest rates are obtained from futures and swap contracts traded on the BMf&Bovespa stock exchange. 

Adjustments to these curves are made whenever certain points are considered illiquid, or when, for unusual reasons, they do 

not fairly represent market conditions. 

3392009 AnnuAl RePoRt BR gAAP fInAncIAl stAteMents 



In Thousands of Brazilian Reais

Bank Consolidated

2009 2008 2009 2008

Income from fixed-income securities 3,459,919 4,525,787 2,252,457 5,233,676

Income from Interbank Investments 4,193,583 2,245,160 3,420,368 2,657,283

Income from variable-income securities 203,615 (284,340) 244,947 (215,121)

other 62,794 39,879 76,160 61,922

Total 7,919,911 6,526,486 5,993,932 7,737,760

In Thousands of Brazilian Reais

Bank

2009 2008

Trading Trading

Notional Cost Fair Value Notional Cost Fair Value

Swap 713,091 1,009,418 (854,963) (799,964)

Asset 91,676,828 17,887,506 18,100,969 72,531,467 11,575,390 11,854,580

cdI (Interbank deposit Rates) (1) 32,792,477 10,894,896 11,131,990 28,206,918 5,450,602 5,471,960

fixed Interest Rate - Reais 9,183,696 6,992,610 6,968,979 6,401,816 4,982,884 5,255,863

Indexed to Price and Interest Rates 9,084,347 - - 9,293,497 - -

Indexed to foreign currency (1) 40,616,308 - - 27,309,215 - -

other Indexes - - - 1,320,021 1,141,904 1,126,757

Liabilities 90,963,737 (17,174,415) (17,091,551) 73,386,430 (12,430,353) (12,654,544)

cdI (interbank deposit rates) 21,897,581 - - 22,756,316 - -

fixed Interest Rate - Reais 2,191,086 - - 1,418,932 - -

Indexed to Price and Interest Rates 14,693,101 (5,608,754) (5,357,343) 11,861,241 (2,567,744) (2,466,640)

Indexed to foreign currency (1) 52,149,259 (11,532,951) (11,706,541) 37,171,824 (9,862,609) (10,187,904)

other Indexes 32,710 (32,710) (27,667) 178,117 - -

Options 210,580,935 (295,810) (306,410) 212,623,490 (1,490,378) (1,692,118)

Purchased Position 100,621,439 541,139 570,923 91,029,139 1,594,150 2,734,350

call option - dollar 7,817,978 258,022 156,932 12,131,587 1,171,183 2,255,013

Put option - dollar 2,887,722 80,404 95,328 8,340,926 157,523 104,943

call option - other (2) 45,304,774 122,454 51,397 36,236,913 201,312 138,437

Put option - other (2) 44,610,965 80,259 267,266 34,319,713 64,132 235,957

Sold Position 109,959,496 (836,949) (877,333) 121,594,351 (3,084,528) (4,426,468)

call option - dollar 12,636,309 (398,891) (212,672) 22,309,882 (2,286,649) (3,555,888)

Put option - dollar 5,641,480 (222,978) (372,847) 15,585,970 (401,228) (320,395)

call option - other (2) 40,273,279 (140,391) (71,535) 53,805,620 (285,641) (380,020)

v) financial Income -securities transactions

b) derivatives

I) derivatives recorded in memorandum and balance sheets
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Put option - other (2) 51,408,428 (74,689) (220,279) 29,892,879 (111,010) (170,165)

Futures Contracts 44,886,986 - - 38,771,007 - -

Purchased Position 13,285,362 - - 12,593,591 - -

exchange coupon (ddI) 6,993,861 - - 7,017,054 - -

Interest Rates (dI1 and dIA) 5,264,962 - - 3,887,472 - -

foreign currency 952,995 - - 1,606,793 - -

Indexes (3) 33,339 - - 48,429 - -

treasury Bonds/notes 40,205 - - - - -

other - - - 33,843 - -

Sold Position 31,601,624 - - 26,177,416 - -

exchange coupon (ddI) 3,082,656 - - 4,288,048 - -

Interest Rates (dI1 and dIA) 26,793,018 - - 16,781,651 - -

foreign currency 1,594,393 - - 4,837,201 - -

Indexes (3) 9,174 - - 95,899 - -

treasury Bonds/notes 122,383 - - 88,694 - -

other - - - 85,923 - -

Forward Contracts and Others 9,439,270 (58,207) (67,654) 15,868,287 1,585,002 1,512,176

Purchased Commitment 4,015,128 69,236 116,859 11,850,088 1,703,150 1,625,805

currencies 4,015,128 67,172 114,795 11,830,481 1,696,174 1,618,870

shares - 2,064 2,064 6,976 6,976 6,935

other - - - 12,631 - -

Sell Commitment 5,424,142 (127,443) (184,513) 4,018,199 (118,148) ( 113,629)

currencies 5,424,142 (127,443) (184,513) 3,985,759 (119,001) (114,482)

other - - - 32,440 - 853

Consolidated

2009 2008

Trading Trading

Notional Cost Fair Value Notional Cost Fair Value

Swap 706,429 997,802 (2,240,542) (2,028,461)

Asset 91,377,938 17,821,914 18,031,109 112,234,443 18,139,411 18,354,576

cdI (Interbank deposit Rates) (1) 32,730,334 11,062,615 11,299,708 37,294,422 12,831,596 12,800,349

fixed Interest Rate - Reais 8,946,949 6,759,299 6,731,401 6,160,622 4,165,911 4,427,470

Indexed to Price and Interest Rates 9,084,347 - - 11,126,200 - -

Indexed to foreign currency (1) 40,616,308 - - 56,333,178 - -

other Indexes - - - 1,320,021 1,141,904 1,126,757

Liabilities 90,671,509 (17,115,485) (17,033,307) 114,474,985 (20,379,953) (20,383,037)

cdI (interbank deposit rates) 21,667,719 - - 24,462,826 - -

fixed Interest Rate - Reais 2,187,650 - - 1,994,711 - -

Indexed to Price and Interest Rates 14,693,101 (5,608,754) (5,357,343) 13,628,086 (2,501,886) (2,515,287)

Indexed to foreign currency (1) 52,090,329 (11,474,021) (11,648,297) 74,211,245 (17,878,067) (17,867,750)

other Indexes 32,710 (32,710) (27,667) 178,117 - -

Options 210,485,229 (288,897) (299,497) 212,584,432 (607,770) (1,734,558)

Purchased Position 100,621,439 541,139 570,923 92,481,061 1,078,141 2,275,921
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call option - dollar 7,817,978 258,022 156,932 13,608,847 629,795 1,796,877

Put option - dollar 2,887,722 80,404 95,328 8,315,588 182,902 104,650

call option - other (2) 45,304,774 122,454 51,397 36,236,913 201,312 138,437

Put option - other (2) 44,610,965 80,259 267,266 34,319,713 64,132 235,957

Sold Position 109,863,790 (830,036) (870,420) 120,103,371 (1,685,911) (4,010,479)

call option - dollar 12,636,309 (398,891) (212,672) 20,934,382 (863,347) (3,140,525)

Put option - dollar 5,641,480 (222,978) (372,847) 15,585,970 (426,249) (320,104)

call option - other (2) 40,177,573 (133,478) (64,622) 53,690,140 (285,305) (379,685)

Put option - other (2) 51,408,428 (74,689) (220,279) 29,892,879 (111,010) (170,165)

Futures Contracts 44,886,986 - - 75,360,026 - -

Purchased Position 13,285,362 - - 26,519,120 - -

exchange coupon (ddI) 6,993,861 - - 13,580,134 - -

Interest Rates (dI1 and dIA) 5,264,962 - - 7,368,308 - -

foreign currency 952,995 - - 5,488,406 - -

Indexes (3) 33,339 - - 48,429 - -

treasury Bonds/notes 40,205 - - - - -

other - - - 33,843 - -

Sold Position 31,601,624 - - 48,840,906 - -

exchange coupon (ddI) 3,082,656 - - 8,088,018 - -

Interest Rates (dI1 and dIA) 26,793,018 - - 35,498,376 - -

foreign currency 1,594,393 - - 4,983,996 - -

Indexes (3) 9,174 - - 95,899 - -

treasury Bonds/notes 122,383 - - 88,694 - -

other - - - 85,923 - -

Forward Contracts and Others 9,439,270 (58,207) (67,654) 16,429,235 1,939,904 1,831,717

Purchased Commitment 4,015,128 69,236 116,859 11,931,923 2,190,746 2,115,319

currencies 4,015,128 67,172 114,795 11,912,316 2,183,770 2,108,384

shares - 2,064 2,064 6,976 6,976 6,935

other - - - 12,631 - -

Sell Commitment 5,424,142 (127,443) (184,513) 4,497,312 (250,842) (283,602)

currencies 5,424,142 (127,443) (184,513) 4,464,872 (251,695) (284,455)

other - - - 32,440 853 853
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Bank

National

2009 2008

Customers Related parties
Financial 

institutions (1) Total Total

swap 45,879,162 20,547,563 25,250,103 91,676,828 72,531,467

options 5,719,258 591,948 204,269,729 210,580,935 212,623,490

futures contracts - - 44,886,986 44,886,986 38,771,007

forward contracts and others 4,232,634 4,990,436 216,200 9,439,270 15,868,287

Consolidated

National

2009 2008

Customers Related parties
Financial 

institutions (1) Total Total

swap 45,879,162 20,248,673 25,250,103 91,377,938 112,234,443

options 5,719,258 496,242 204,269,729 210,485,229 212,584,432

futures contracts - - 44,886,986 44,886,986 75,360,026

forward contracts and others 4,232,634 4,990,436 216,200 9,439,270 16,429,235

III) derivatives by maturity

Bank

National

2009 2008

Up to 3 
months

From 3 to 12 
months

Ove 12 
months Total Total

swap 30,305,309 15,886,487 45,485,032 91,676,828 72,531,467

options 97,356,867 61,770,883 51,453,185 210,580,935 212,623,490

futures contracts 21,872,461 11,283,667 11,730,858 44,886,986 38,771,007

forward contracts and others 6,029,414 1,938,663 1,471,193 9,439,270 15,868,287

II) derivatives by counterparty

1Includes trades with the BMf&Bovespa stock exchange and other securities and commodities exchanges,
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Consolidated

National

2009 2008

Up to 3 
months

From 3 to 12 
months

Ove 12 
months Total Total

swap 30,256,852 15,792,470 45,328,616 91,377,938 112,234,443

options 97,356,867 61,770,883 51,357,479 210,485,229 212,584,432

futures contracts 21,872,461 11,283,667 11,730,858 44,886,986 75,360,026

forward contracts and others 6,029,414 1,938,663 1,471,193 9,439,270 16,429,235

Bank

National

2009 2008

Exchange (1) Cetip (2)
Over the 
counter Total Total

swap 23,589,900 45,297,129 22,789,799 91,676,828 72,531,467

options 204,123,045 6,362,184 95,706 210,580,935 212,623,490

futures contracts 44,886,986 - - 44,886,986 38,771,007

forward contracts - 4,232,634 5,206,636 9,439,270 15,868,287

Consolidated

National

2009 2008

Exchange (1) Cetip (2)
Over the 
counter Total Total

swap 23,531,128 45,057,011 22,789,799 91,377,938 112,234,443

options 204,123,045 6,362,184 - 210,485,229 212,584,432

futures contracts 44,886,986 - - 44,886,986 75,360,026

forward contracts - 4,232,634 5,206,636 9,439,270 16,429,235

Iv) derivatives by trade market

1Includes trades with the BMF&Bovespa stock exchange and other Securities and Commodities Exchanges,
2Includes amount traded on other clearinghouses,
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v) credit derivatives  

the Bank enters into credit derivatives to reduce or eliminate is exposure to specific risks arising from the purchase or sale 

of assets associated with the credit portfolio management. 

In the Bank and consolidated, the volume of credit derivatives with total return rate -credit risk received corresponds to 

R$655,126 of cost (2008 -R$697,606) and R$527,532 of fair value, (2008 -R$696,162) and in 2008 the credit risk volume 

transferred corresponds to R$94,852 of cost and R$99,785 of fair value. during the period there were no credit events 

related to events, provided for in the contracts. 

Required base capital used amounted to R$7,498 (2008 -R$3,805). 

vI) derivatives used as hedge instruments 

derivatives used as hedges by index are as follows: 

a) Market risk hedge Bank/consolidated consolidated

Bank/Consolidated Consolidated

2009 2008

Cost Fair Value
Adjustment 

to Fair value Cost Fair Value
Adjustment 

to Fair value

Hedge instruments

Swap Contracts 169,931 153,619 (16,312) (157,759) (158,451) (692)

Asset 1,249,645 1,259,020 9,375 1,701,594 1,709,404 7,810

Interbank deposit Rates - cdI 862,027 867,810 5,783 1,701,594 1,709,404 7,810

Indexed to foreign currency - Pound 387,618 391,210 3,592 - - -

Liabilities (1,079,714) (1,105,401) (25,687) (1,859,353) (1,867,855) (8,502)

Indexed to foreign currency - dolar (1,075,922) (1,101,588) (25,666) (1,612,926) (1,620,756) (7,830)

fixed Interest Rate - Reais (3,792) (3,813) (21) (246,427) (247,099) (672)

Hedge Object

Credit Portfolio 1,073,020 1,100,046 27,026 1,856,582 1,867,822 11,240

Indexed to foreign currency - dolar 681,613 704,753 23,140 1,610,155 1,620,723 10,568

Indexed to foreign currency - Pound 387,615 391,480 3,865 - - -

fixed Interest Rate - Reais 3,792 3,813 21 246,427 247,099 672
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b) cash flow hedge 

In the Bank and in the consolidated include cash flow 

hedge -future dI, with notional value of R$15,924,094 

(2008 -R$18,055,336 in the consolidated), and maturi-

ties from January 4, 2010 to January 2, 2012. the mark-

to-market effect is recorded in stockholders’ equity and 

corresponds to a debit of R$262,695 (2008 -R$85,917 in 

the consolidated), net of taxes. the curve value and the fair 

values of transactions classified as hedges, Bank certificates 

of deposit (cdBs), is R$15,337,856 (2008 -R$18,308,306 

in the consolidated). 

the effectiveness obtained for the hedge portfolio as of 

december 31, 2009 and 2008 is compliant with Bacen’s 

requirements and no ineffective portion was identified to be 

recorded in income for the period. 

vII) financial Instruments Pledged as guarantee 

the amounts pledged to guarantee BMf&Bovespa stock 

exchange derivative transactions are comprised of federal 

government securities in the amount of R$2,298,561 in the 

Bank and consolidated (2008 •R$4,132,707 in the Bank 

and R$7,953,041 in the consolidated). 

vIII) financial Instruments Recorded in Assets and liabilities

Bank Consolidated

2009 2008 2009 2008

Assets

swap differentials Receivable (1)
4,249,449 2,894,817 4,237,434 5,050,014

option Premiums 570,923 2,734,351 570,923 2,275,922

forward contracts and others 380,515 1,839,519 380,515 2,199,594

Total 5,200,887 7,468,687 5,188,872 9,525,530

Liabilities

swap differentials Receivable (1)
3,086,412 3,694,781 3,086,013 7,236,926

option Premiums 877,333 4,426,469 870,420 4,010,480

forward contracts and others 448,169 327,343 448,169 367,877

Total 4,411,914 8,448,593 4,404,602 11,615,283

1Includes swap options and credit derivatives,

3462009 AnnuAl RePoRt BR gAAP fInAncIAl stAteMents 



c) financial Instruments -sensitivity Analysis 

Banco santander’s risk management is focused on portfolios and risk factors pursuant to Bacen’s regulations and good 

international practices. 

As in the management of market risk exposure, financial instruments are segregated into trading and banking portfolios 

according to the best market practices and the transaction classification and capital management criteria of the Basel II new 

standardized Approach of Bacen. the trading portfolio consists of all transactions with financial instruments and products, 

including derivatives, held for trading, and the banking portfolio consists of core business transactions arising from the diffe-

rent Bank business lines and their possible hedges. Accordingly, based on the nature of the Bank’s activities, the sensitivity 

analysis was presented for trading and banking portfolios. 

the table below summarizes the stress values generated by the Bank’s corporate systems, related to the trading portfolio 

and banking, for each one of the portfolio scenarios as of december 31, 2009.

Financial Consolidated (1) (2)

2009

Scenario 1 Scenario 2 Scenario 3

Trading Portfolio

Risk Factor

coupon - us dollar 4,727 36,066 169,130

coupon - other currencies (4,025) (40,251) (201,256)

fixed Interest Rate - Reais (3,640) (36,401) (182,006)

shares and Indices (565) (1,411) (2,823)

Inflation 465 4,654 23,272

other (2) (23) (114)

Total (3,040) (37,366) (193,797)

1Amounts calculated based on the consolidated information of the financial institutions (financial group),
2Amounts net of taxes,

the following chart summarizes the sensitivity values generated by the Bank corporate systems referring to the banking 

portfolio, for each of the portfolio scenarios as of december 31, 2009.

Financial Consolidated (1) (2) (3)

2009

Scenario 1 Scenario 2 Scenario 3

Portfolio Banking

Risk Factor

coupon - us dollar (1,935) (19,352) (96,761)

tR and tJlP (7,746) (77,459) (387,295)

fixed Interest Rate - Reais (8,904) (89,039) (445,197)

Inflation (3,457) (34,572) (172,862)

Total (22,042) (220,422) (1,102,115)

1Amounts calculated based on the consolidated information of the financial institutions (financial group),
2capital market value was calculated with 1,5 year maturity,
3Amounts net of taxes,
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scenarios 2 and 3 above consider the deterioration situ-

ations established in cvM Instruction 475, of december 

17, 2008, considered as of low probability, According to 

the strategy defined by Management, if signs of deteriora-

tion are detected, actions are taken to minimize possible 

impacts. 

Scenario 1: usually reported in daily reports and corres-

ponds to a shock of 10 base points on the foreign curren-

cies coupon curves, plus a shock of 10% on the currency 

and stock market spot positions (depreciation of the Real 

and fall of the Bovespa index), and a shock above ten base 

points on the volatility surface of currencies used to price 

options.

Scenario 2: corresponds to a shock of 100 base points on 

the foreign currency coupon curves, plus a shock of 25% on 

the currency and stock market spot positions (depreciation 

of the Real and fall of the Bovespa index), and a shock of 

100 base points on the volatility surface of currencies used 

to price options.

Scenario 3: corresponds to a shock of 500 base points on 

the foreign currency coupon curves, plus a shock of 50% on 

the currency and stock market spot positions (depreciation 

of the Real and fall of the Bovespa index), and a shock of 

500 base points on the volatility surface of currencies used 

to price options.

US dollar coupon: all products with price changes tied to 

changes in the us currency and the us dollar interest rate,

Other currencies coupon: all products with price 

changes tied to changes in any currency other than the us 

dollar and the us dollar interest rate.

TR and Long-term interest rate (TJLP): all products 

with price changes tied to changes in the tR and tJlP. 

Fixed rate -in Brazilian Reais: all products with price 

changes tied to changes in interest rate in Brazilian reais. 

Equities and indices: stock market indices, shares and 

options tied to share indices or the shares themselves. 

Inflation: all products with price changes tied to changes 

in inflation coupons and inflation indices. 

Others: any other product that does not fit in the classifi-

cations above.

8. Interbank Accounts 

composed of restricted deposits with the Bacen to meet 

compulsory obligations for demand deposits, savings 

deposits and time deposits, and payments and receipts 

pending settlement, represented by checks and other docu-

ments sent to clearinghouses (assets and liabilities).
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Bank Consolidated

2009 2008 2009 2008

Lending operations 105,512,207 49,942,593 117,025,170 116,147,234

loans and discounted Receivables 65,760,686 27,621,039 65,805,177 68,860,313

financing (1) 25,605,419 16,985,164 37,073,891 34,727,149

Rural, Agricultural and Industrial financing 5,090,852 2,783,152 5,090,852 5,603,025

Real estate financing 9,054,257 2,546,525 9,054,257 6,950,034

Infrastructure and development financing 993 6,713 993 6,713

Leasing Operations 642,789 852,479 13,924,460 12,707,059

Advances on Foreign Exchange Contracts (2) 2,139,148 2,112,808 2,139,148 3,314,908

Other Receivables (3) 7,370,074 2,985,653 8,929,892 7,241,172

Total 115,664,218 55,893,533 142,018,670 139,410,373

Current 56,841,237 32,462,612 68,014,290 80,186,506

Long-term 58,822,981 23,430,921 74,004,380 59,223,867

9, Credit Portfolio and Allowance for Losses  

a) credit Portfolio 

b) credit Portfolio by Maturity

Bank Consolidated

2009 2008 2009 2008

overdue 7,081,439 3,143,875 7,598,156 6,160,485

due to:

up to 3 Moths 22,132,768 18,370,985 26,495,198 40,614,738

from 3 to 12 Months 34,708,469 14,091,627 41,519,092 39,571,768

over 12 Months 51,741,542 20,287,046 66,406,224 53,063,382

Total 115,664,218 55,893,533 142,018,670 139,410,373

(1) In 2009, the Bank acquired, through the grand cayman branch, export financing and credit agreements entered into with Brazilian customers of Banco santander españa totaling
us$1,977 million, equivalent to R$ 3,442 million.
(2) classified as a reduction of “other payables”.
(3) Include receivables for guarantees honored, debtors for purchase of assets, notes and credits receivable (basically credit cards and rural product notes - cPR), income receivable from advances
on foreign exchange contracts, and receivables from export contracts.
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c) lease Portfolio at Present value

Bank Consolidated

2009 2008 2009 2008

overdue 16,823 2,412 260,771 120,438

due to:

up to 1 year 210,881 220,940 5,860,928 4,985,295

from 1 to 5 years 415,085 620,329 7,798,581 7,555,237

over 5 years - 8,798 4,180 46,089

Total 642,789 852,479 13,924,460 12,707,059

Bank Consolidated

2009 2008 2009 2008

lease Receivables (1) 322,432 457,071 11,283,451 7,607,700

unearned Income on lease (319,115) (455,251) (10,970,459) (7,401,603)

unrealized Residual values (1) (2) 1,058,875 1,166,187 8,709,517 10,750,809

offsetting Residual values (1,058,875) (1,166,187) (8,709,517) (10,750,809)

leased Property and equipment 1,157,688 1,242,973 24,833,424 20,316,178

Accumulated depreciation (447,970) (137,040) (10,041,819) (5,426,823)

excess depreciation 467,335 152,184 8,781,285 4,612,474

losses on unamortized lease - - 154,887 129,012

Advances for guaranteed Residual value (537,581) (407,458) (10,161,331) (7,159,287)

other Assets - - 45,022 29,408

Total 642,789 852,479 13,924,460 12,707,059
(1) gross investment in lease transactions is R$ 1.381.307 in Bank and R$ 19.992.968 in consolidated (2008 - R$ 1.623.258 in Bank and R$ 18.358.509 in consolidated).
(2) guaranteed residual value of lease agreements.

leasing unrealized financial Income (Income to appropriate related to Minimum Payments to Receive) is R$ 738,518 in 

Bank and R$ 6,068,508 in consolidated (2008 -R$ 770,779 in Bank and R$ 5,651,450 in consolidated). 

As of december 31, 2009, there were no individually material agreements for lease contracts.

Report per Lease Portfolio Maturity at Present Value
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d) credit Portfolio by Business sector

Bank Consolidated

2009 2008 2009 2008

Private Sector 115,419,034 55,700,692 141,775,172 139,065,835

Industrial 26,805,187 16,389,987 27,501,654 32,980,048

commercial 9,880,139 4,439,123 11,730,017 14,015,700

financial Institutions 186,924 68,220 192,422 422,784

services and other 30,763,373 11,391,799 33,456,941 27,626,311

Individuals 42,694,574 20,628,411 63,805,301 58,417,967

credit cards 8,472,210 3,341,421 8,472,210 6,980,159

Mortgage loans 5,225,798 2,096,891 5,225,798 4,467,550

Payroll loans 7,955,539 2,727,497 7,955,539 7,207,253

other(1) 21,041,027 12,462,602 42,151,754 39,763,005

Rural 5,088,837 2,783,152 5,088,837 5,603,025

Public sector 245,184 192,841 243,498 344,538

federal 98,200 104,574 98,200 115,006

state 136,512 71,218 136,512 215,416

Municipal 10,472 17,049 8,786 14,116

Total 115,664,218 55,893,533 142,018,670 139,410,373
(1) Includes lease/ financing of vehicles and other consumer credit products.
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Minimum 
Allowance 

Required 
(%)

Credit Portfolio

2009 2008 Allowance Required

Risk level Current Past due (1) Total Total 2009 2008

AA - 43,829,226 - 43,829,226 48,849,728 - -

A 0.5% 70,244,545 - 70,244,545 60,352,538 351,223 301,763

B 1% 4,845,336 2,452,661 7,297,997 12,230,663 72,980 122,307

c 3% 4,751,706 3,206,540 7,958,246 7,748,715 238,747 232,461

d 10% 836,228 1,617,177 2,453,405 2,184,687 245,341 218,469

e 30% 459,677 1,147,585 1,607,262 1,598,082 482,179 479,425

f 50% 200,385 1,624,692 1,825,077 1,286,011 912,539 643,006

g 70% 22,137 907,378 929,515 731,837 650,661 512,286

h 100% 212,557 5,660,840 5,873,397 4,428,112 5,873,397 4,428,112

Total 125,401,797 16,616,873 142,018,670 139,410,373 8,827,067 6,937,829

Additional 
Provision (2) 635,503 156,403

Total Provision 9,462,570 7,094,232
(1) Includes current and past-due operations.
(2) the additional allowance is recognized based on Management’s risk assessment, the expected realization of the loan portfolio, and the current regulatory requirements.

Minimum 
Allowance 

Required 
(%)

Credit Portfolio

2009 2008 Allowance Required

Risk level Current Past due (1) Total Total 2009 2008

AA - 42,628,717 - 42,628,717 33,102,843 - -

A 0.5% 50,470,219 - 50,470,219 16,588,652 252,351 82,943

B 1% 4,194,587 1,382,669 5,577,256 1,079,549 55,773 10,795

c 3% 3,595,871 2,306,119 5,901,990 1,579,369 177,060 47,381

d 10% 823,352 1,301,850 2,125,202 709,055 212,520 70,906

e 30% 444,668 936,116 1,380,784 349,832 414,235 104,950

f 50% 98,901 1,454,827 1,553,728 450,013 776,864 225,006

g 70% 23,797 770,751 794,548 257,040 556,184 179,928

h 100% 206,231 5,025,543 5,231,774 1,777,180 5,231,774 1,777,180

Total 102,486,343 13,177,875 115,664,218 55,893,533 7,676,761 2,499,089

Additional 
Provision (2) 616,994 137,395

Total Provision 8,293,755 2,636,484
(1) Includes lease/ financing of vehicles and other consumer credit products.

e) classification of credit Portfolio by Risk level and Respective Allowance for loan losses
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f) changes in Allowance for loan losses

Bank Consolidated

2009 2008 2009 2008

Balance at beginning of year 2,636,484 1,797,422 7,094,232 1,805,873

Merger/Acquired companies (note 2) 3,741,033 - - 3,974,010

Allowances Recognized 8,015,344 2,802,974 9,917,868 4,370,740

Write-offs (6,099,106) (1,964,091) (7,549,530) (3,056,570)

other changes - 179 - 179

Balance at end of year (1) 8,293,755 2,636,484 9,462,570 7,094,232

Current 1,464,805 222,717 1,971,200 1,427,401

Long-term 6,828,950 2,413,767 7,491,370 5,666,831

Recoveries (2) 445,697 195,539 643,841 413,480
(1) Includes reserves for lease portfolio: R$ 43,620 in the Bank (2008 - R$ 9,460) and R$ 640,202 in consolidated (2008 - R$ 384,548).
(2) Recorded as financial Income under: lending operations and leasing operations, Includes results from the assignment of receivables without coobligation related to operations previously written-off 
as losses, amounting to R$ 42,283, in the Bank (2008 - R$ 48,894) and consolidated R$ 61,009 (2008 - R$ 65,126).

10. foreign exchange Portfolio

Bank/Consolidated Bank Consolidated

2009 2008 2008

Assets

Rights to foreign exchange sold  15,686,352  15,129,148  21,984,578 

exchange Purchased Pending settlement  15,578,556  16,082,364  26,060,935 

Advances in local currency  (177,183)  (456,511)  (626,222)

Income Receivable from Advances and Importing financing  97,212  67,264  121,510 

others  2,784  5,890  5,890 

Total  31,187,721  30,828,155  47,546,691 

Current  30,292,620  14,744,632  31,365,346 

Long-term  895,101  16,083,523  16,181,345 

Liabilities

exchange sold Pending settlement  15,293,082  16,943,538  24,580,848 

foreign exchange Purchased  16,342,221  13,822,928  21,671,391 

Advances on foreign exchange contracts  (2,139,148)  (2,112,808)  (3,314,908)

others  20,569  1,233  12,159 

Total  29,516,724  28,654,891  42,949,490 

Current  28,749,034  13,066,728  27,263,121 

Long-term  767,690  15,588,163  15,686,369 

Memorandum accounts

open Import credits  460,621  545,228  640,296 

confirmed export credits  10,334  16,504  19,448 
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11. Trading Account
Consolidated

2009 2008 2009 2008

Assets     

transactions Pending settlement  18,902  1,243,150  32,386  1,396,140 

debtors Pending settlement  4,524  5,182  299,358  571,640 

stock exchanges - guarantee deposits  80,538  103,230  103,624  103,230 

other  83  83  83  83 

Total  104,047  1,351,645  435,451  2,071,093 

Current  104,047  1,351,645  435,451  2,071,093 

Liabilities

transactions Pending settlement  48,162  1,229,250  48,162  1,460,624 

creditors Pending settlement  13,569  5,613  162,759  566,493 

creditors for loan of shares  56,777  40,585  56,777  40,585 

clearinghouse transactions  -  -  150,509  16,857 

other  1,094  1,179  4,970  7,745 

Total  119,602  1,276,627  423,177  2,092,304 

Current  119,602  1,276,502  422,713  2,092,179 

Long-term  -  125  464  125 
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12. Tax Credits

a) nature and origin of Recorded tax credits

December 31, 
2008

Merger (3) Recogni-
tion

Realization
December 31, 

2009

Allowance for loan losses  1,082,645  2,352,378  3,209,233  (2,452,755)  4,191,501 

Reserve for civil contingencies  93,782  303,320  275,325  (94,321)  578,106 

Reserve for tax contingencies  503,001  415,213  546,981  (98,676)  1,366,519 

Reserve for labor contingencies  466,961  385,621  694,232  (398,347)  1,148,467 

Amortized goodwill  228,343  331,587  238,221  (536,873)  261,278 

Reserve for Maintenance of stockholders’ equity 
Integrity

 34,902  -  -  (34,664)  238 

Adjustment to fair value of trading securities 
and derivatives (1)  1,522,343  706,149  -  (521,618)  1,706,874 

Accrual for Pension Plan  68,293  48,642  79,481  -  196,416 

Adjustment to fair value of Available-for-sale 
securities (1)  76,281  221,874  -  (96,463)  201,692 

other temporary Provisions  819,916  512,841  874,782  (190,706)  2,016,833 

Total Tax Credits on Temporary Differences  4,896,467  5,277,625  5,918,255  (4,424,423)  11,667,924 

tax loss carryforwards  517,696  12,361  -  (300,108)  229,949 

social contribution tax - executive Act no, 
2158/2001

 810,209  92,916  -  (2,395)  900,730 

Total Tax Credits  6,224,372  5,382,902  5,918,255  (4,726,926)  12,798,603 

unrecorded tax credits(2)  (762,320)  (673,918)  (147,172)  -  (1,583,410)

Subtotal - Recorded Tax Credits  5,462,052  4,708,984  5,771,083  (4,726,926)  11,215,193 

Current  2,295,074  5,084,675 

Long-term  3,166,978  6,130,518 
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December 31, 
2008

Merger (3) Recogni-
tion

Realization
December 31, 

2009

Allowance for loan losses  701,116  673,720  3,209,233  (292,191)  1,082,645 

Reserve for civil contingencies  66,726  54,951  275,325  (27,895)  93,782 

Reserve for tax contingencies  515,383  316,255  546,981  (328,637)  503,001 

Reserve for labor contingencies  340,429  242,987  694,232  (116,455)  466,961 

Amortized goodwill  -  228,343  238,221  -  228,343 

Reserve for Maintenance of stockholders’ equity 
Integrity

 367,049  64,773  -  (396,920)  34,902 

Adjustment to fair value of trading securities 
and derivatives (1)  403,462  1,118,881  -  -  1,522,343 

Accrual for Pension Plan  62,168  21,057  79,481  (14,932)  68,293 

Adjustment to fair value of Available-for-sale 
securities (1)  42,430  33,851  -  -  76,281 

other temporary Provisions  639,713  640,254  874,782  (460,051)  819,916 

Total Tax Credits on Temporary Differences  3,138,476  3,395,072  5,918,255  (1,637,081)  4,896,467 

tax loss carryforwards  441,360  82,396  -  (6,060)  517,696 

social contribution tax - executive Act no, 
2158/2001(4)  686,372  133,597  -  (9,760)  810,209 

Total Tax Credits  4,266,208  3,611,065  5,918,255  (1,652,901)  6,224,372 

unrecorded tax credits (2)  (635,190)  (511,319)  (147,172)  384,189  (762,320)

Subtotal - Recorded Tax Credits  3,631,018  3,099,746  5,771,083  (1,268,712)  5,462,052 

Current  1,045,318  2,295,074 

Long-term  2,585,700  3,166,978 
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Consolidated

December 31, 
2008

Acquisition/
Disposal (3))

Recogni-
tion

Realization
December 31, 

2009

Allowance for loan losses  4,030,191  4,125  4,177,700  (3,296,503)  4,915,513 

Reserve for civil contingencies  409,504  6,456  308,762  (108,520)  616,202 

Reserve for tax contingencies  1,094,630  (6,092)  777,702  (214,186)  1,652,054 

Reserve for labor contingencies  869,388  4,112  735,958  (427,927)  1,181,531 

Amortized goodwill  561,916  12,967  250,604  (548,849)  276,638 

Reserve for Maintenance of stockholders’ equity 
Integrity

 34,902  -  -  (34,664)  238

Adjustment to fair value of trading securities and 
derivatives (1)

 2,462,325  27  1,280  (754,432)  1,709,200 

Accrual for Pension Plan  100,409  -  96,007  -  196,416 

Adjustment to fair value of Available-for-sale 
securities (1)

 212,888  (2,503)  121,901  (127,432)  204,854 

other temporary Provisions  1,432,792  9,614  990,050  (308,217)  2,124,239 

Total Tax Credits on Temporary Differences  11,208,945  28,706  7,459,964  (5,820,730)  12,876,885 

tax loss carryforwards  1,470,192  (337)  620,829  (320,629)  1,770,055 

social contribution tax - executive Act no, 
2158/2001

 917,581  -  46  (2,751)  914,876 

Total Tax Credits  13,596,718  28,369  8,080,839  (6,144,110)  15,561,816 

unrecorded tax credits(2)  (1,601,626)  (4,296)  (176,363)  39,272  (1,743,013) 

Subtotal - Recorded Tax Credits  11,995,092  24,073  7,904,476  (6,104,838)  13,818,803

Current  4,700,703    5,597,886 

Long-term  7,294,389  8,220,917 
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Consolidated

December 31, 
2007

Acquisition/
Disposal (3))

Recogni-
tion

Realization
December 31, 

2008

Allowance for loan losses  713,226  2,541,028  1,138,468  (362,531)  4,030,191 

Reserve for civil contingencies  70,163  315,006  74,927  (50,592)  409,504 

Reserve for tax contingencies  588,831  485,792  397,922  (377,915)  1,094,630 

Reserve for labor contingencies  353,172  333,326  321,203  (138,313)  869,388 

Amortized goodwill  -  351,599  228,343  (18,026)  561,916 

Reserve for Maintenance of stockholders’ equity 
Integrity

 367,049  -  64,773  (396,920)  34,902 

Adjustment to fair value of trading securities and 
derivatives (1)

 403,937  688,893  1,369,507  (12)  2,462,325 

Accrual for Pension Plan  62,168  59,465  21,725  (42,949)  100,409 

Adjustment to fair value of Available-for-sale 
securities (1)

 42,433  134,137  105,250  (68,932)  212,888 

other temporary Provisions  665,978  625,035  783,121  (641,342)  1,432,792 

Total Tax Credits on Temporary Differences  3,266,957  5,534,281  4,505,239  (2,097,532)  11,208,945 

tax loss carryforwards  446,678  649,304  390,755  (16,545)  1,470,192 

social contribution tax - executive Act no, 
2158/2001

 701,580  95,072  133,597  (12,668)  917,581 

Total Tax Credits  4,415,215  6,278,657  5,029,591  (2,126,745)  13,596,718 

unrecorded tax credits(2)  (658,814)  (707,187)  (648,386)  412,761  (1,601,626)

Subtotal - Recorded Tax Credits  3,756,401  5,571,470  4,381,205  (1,713,984)  11,995,092 

Current  1,064,481  4,700,703 

Long-term  2,691,920  7,294,389 

(1) Includes tax credits IRPJ, csll, Pis and cofins.
(2) Includes the unrecorded tax credit related to the increase in social contribution tax rate for financial institutions from 9% to 15%, the social contribution tax amount related to the tax rate 
increase is accrued in other payables - tax and social security (note 20).
(3) Merger/Acquisition/disposal of companies (note 16).
(4) Includes the amount of R$ 133,597 related to transfer from other payables – tax and social security (note 23,c).
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2009

Tax Loss 
Carryfor-

wards
Temporary Differences Total

Year   IRPJ CSLL PIS/Cofins) CSLL 18% Total Recorded

2010  3,411,660  1,842,295  93,094  46,906  49,642  5,443,597  5,084,675 

2011  1,866,972  1,097,743  93,094  183,043  210,969  3,451,821  3,237,979 

2012  1,371,149  800,972  4,201  -  169,339  2,345,661  1,778,256 

2013  286,413  161,757  4,201  -  265,538  717,909  567,941 

2014  279,328  157,019  4,201  -  205,242  645,790  447,200 

2015 to 2017  82,052  31,118  -  -  -  113,170  76,767 

2018 to 2019  32,900  16,079  -  -  -  48,979  22,375 

2020 to 2022  8,639  -  -  -  -  8,639  - 

2023 to 2024  5,759  -  -  -  -  5,759  - 

After 2024  17,278  -  -  17,278  - 

Total  7,362,150  4,106,983  198,791  229,949  900,730  12,798,603  11,215,193 

b) expected Realization of Recorded tax credits

Consolidated

2009

Tax Loss 
Carryfor-

wards
Temporary Differences Total

Year   IRPJ CSLL PIS/Cofins) CSLL 18% Total Recorded

2010  3,682,116  2,000,475  93,283  127,047  63,788  5,966,709  5,597,886 

2011  2,039,359  1,206,617  93,283  258,375  210,969  3,808,603  3,582,105 

2012  1,537,466  908,128  4,267  287,553  169,339  2,906,753  2,285,655 

2013  330,658  186,939  4,267  399,203  265,538  1,186,605  1,034,560 

2014  294,129  165,355  4,267  345,568  205,242  1,014,561  813,866 

2015 to 2017  180,228  53,901  -  352,309  -  586,438  472,658 

2018 to 2019  39,467  19,958  -  -  -  59,425  32,073 

2020 to 2022  9,293  392  -  -  -  9,685  - 

2023 to 2024  5,759  -  -  -  -  5,759  - 

After 2024  17,278  -  -  -  -  17,278  - 

Total  8,135,753  4,541,765  199,367  1,770,055  914,876  15,561,816  13,818,803 

due to differences between accounting, tax and corporate criteria, expected realization of tax credits should not be taken as indicative of future net income,

c) Present value of deferred tax credits

the total present value of tax credits is R$ 11,457,243 (2008 -R$ 5,333,237) in the Bank and R$ 13,700,875 (2008 -  

R$ 11,478,803) in the consolidated and the present value of recorded tax credits is R$ 10,134,642 (2008 -R$ 4,749,607) 

in the Bank and R$ 12,259,099 (2008 -R$ 10,223,508) in the consolidated, the present value was calculated taking into 

account the expected realization of temporary differences, tax loss carryforwards, and social contribution tax at the rate of 

18% (executive Act no, 2,158/2001) and the average funding rate projected for the corresponding periods.
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Bank Consolidated

2009 2008 2009 2008

credit cards  6,186,853  2,128,134  6,186,853  5,017,288 

escrow deposits for:

tax claims  2,734,203  1,408,013  3,423,771  3,423,713 

labor claims  2,036,332  1,126,128  2,091,802  1,914,743 

other  522,529  351,421  609,739  615,779 

contract guarantees - former controlling 
stockholders (note 23,h)

 522,267  654,538  525,099  654,538 

Recoverable taxes  1,712,547  275,630  2,298,656  824,148 

Receivables  711,695  384,007  2,263,040  1,632,109 

Receivables from export contracts  35,127  132,027  35,127  132,027 

Reimbursable Payments  258,807  427,246  280,863  628,374 

Rural Product notes  152,514  208,049  152,514  222,767 

salary Advances/other  790,113  399,098  793,528  953,694 

debtors for Purchase of Assets  167,769  54,865  176,242  101,341 

Receivable from Affiliates  393,385  130,597  102  129,717 

credit from Insurance operations  -    -    282,617  -   

other  611,442  351,943  664,205  1,547,291 

Total  16,835,583  8,031,696  19,784,158  17,797,529 

Current  8,823,559  3,373,721  10,589,517  8,986,484 

Long-term  8,012,024  4,657,975  9,194,641  8,811,045 

Bank Consolidated

2009 2008 2009 2008

Assets not in use (1)  205,942  180,192  208,303  277,698 

Materials in Inventory  10,974  8,956  11,357  13,025 

Total  216,916  189,148  219,660  290,723 

(Allowance for valuation)  (122,614)  (148,192)  (124,776)  (178,178)

Total  94,302  40,956  94,884  112,545 

Current  94,302  40,956  94,884  112,545 

(1) Refer mainly to repossessed assets, consisting basically of properties and vehicles received as payment in kind.

14. Other Assets:

13. Other Receivables - Other
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2009(2) 2008(3)

Assets  26,805,570  34,484,879 

Current and Long-term Assets  26,737,797  34,444,385 

cash  743,558  186,807 

Interbank Investments  1,523,308  6,162,475 

securities and derivatives  7,767,330  13,374,765 

lending operations  10,844,258  5,448,834 

foreign exchange Portfolio  5,438,632  8,586,414 

other Assets  420,711  685,090 

Permanent Assets  67,773  40,494 

Liabilities  26,805,570  34,484,879 

Current and Long-term Liabilities  21,602,709  28,459,476 

Money Market funding  3,040,244  3,461,603 

funds from Acceptance and Issuance of securities  1,116,799  1,878,097 

Borrowings and onlendings  8,090,187  8,697,785 

subordinated debt  872,704  1,171,324 

foreign exchange Portfolio  5,572,639  9,115,199 

other Payables(1)  2,910,136  4,135,468 

Deferred Income  27,107  3,030 

Stockholders’ Equity  5,175,754  6,022,373 

Net Income  658,047  197,858 

(1) At santander grand cayman Branch include sale of right to receipt of future flow of payment orders from abroad (note 22).
(2) grand cayman Branch. Includes net profit for the period from $ 11,946 the agency in tokyo, terminated in december 2009. on April 30, 2009, the activities of the Agency in grand cayman 
Bnaco Real were transferred to the agency of santander.
(3) Includes foreign Branches in tokyo grand cayman, of Banco Real and of BcIs, with total assets of u.s. $ 7,403,820, stockholders’ equity of R $ 5,024,951 and net profit for the period from $ 
152,287.

15. Foreign Branches

the financial position of the foreign Branches, converted at the exchange rate prevailing at the balance sheet date and 

included in the financial statements can be summarized as follows:
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2009

Number of Shares 
(in Thousands)

Participation 
%

Investments - Direct and indirect Ownership
Activity

Common 
Shares and 

quotas
Preferred Bank Consolidated

Controlled by Banco Santander   

santander seguros (1) (11)

Insurance and 
Pension Plan

 5,625,785  5,625,403 100.00% 100.00%

santander cct Broker  22,773,797  14,426,878 99.99% 100.00%

santander Brasil Asset (11) (23) Manager  12,493,834  -   99.99% 100.00%

santander Administradora de consórcios ltda, (santan-
der consórcios)

Buying club  3,000  -   100.00% 100.00%

Banco Bandepe s,A, (Banco Bandepe) (2) (8) Bank  2,183,667,026  -   100.00% 100.00%

santander leasing (2) (14) leasing  11,043,796  -   78.57% 99.99%

Aymoré crédito, financiamento e Investimento s,A, 
(Aymoré cfI) (2) financial  287,706,670  -   100.00% 100.00%

santander Brasil Administradora de consórcio ltda, (sB 
consórcio) (2) (12)

Buying club  4,810  -   100.00% 100.00%

Real Microcrédito Assessoria financeira s,A,  
Microcrédito) (2)

Microcredit  43,129,918  -   100.00% 100.00%

Advisory (2) (5) other Activities  446  -   100.00% 100.00%

companhia Real de valores - distribuidora de títulos  
e valores Mobiliários (cia Real dtvM) (2) dealer  67  -   100.00% 100.00%

companhia de Arrendamento Mercantil RcI 
Brasil (RcI leasing) (6) (13) leasing  63  31 39.88% 39.88%

companhia de crédito, financiamento e Investimento 
RcI Brasil (RcI Brasil) (7) (13)

financial  1  1 39.64% 39.64%

santander ccvM (13) (22) Broker  1,400,000  1,400,000 100.00% 100.00%

Agropecuária tapirapé s,A, (13) other Activities  199,729  379,265 99.07% 99.07%

Real chP s,A, (13) holding  506  -   92.78% 92.78%

Real Argentina s,A, (2) other Activities  445  -   98.99% 98.99%

Webmotors s,A, (2) other Activities  348,253,362  17,929,313 100.00% 100.00%

Controlled by Santander Seguros (1) (11)  

santander Brasil seguros s,A, (sB seguros) Insurance  70,284  - 0.00% 100.00%

santander capitalização s,A, (santander capitalização) capitalization  64,615  - 0.00% 100.00%

Controlled by Advisory

santander s.A. serviços técnicos, Administrativos 
e de corretagem de seguros (santander serviços) (10) (13) Insurance Broker  50,425,267 - 0.00% 100.00%

Real corretora de seguros s.A. (Real corretora) (2) (15) Insurance Broker  9 - 0.00% 100.00%

16. Investments in Affiliates and Subsidiaries
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2009

Number of Shares 
(in Thousands)

Participation 
%

Investments - Direct and indirect Ownership
Activity

Common 
Shares and 

quotas
Preferred Bank Consolidated

Controladas em Conjunto

santander securities (Brasil) corretora de valores Mobi-
liários s.A. (santander securities) (19) Broker  344,283 77,225 0.00% 100.00%

Jointly Controlled Companies

celta holding s,A,(2) holding  260 - 26.00% 26.00%

Araguari Real estate holding llc holding  43,164 - 50.00% 50.00%

cibrasec companhia Brasileira  
de securitização (cibrasec) (2) securitization 9 - 13.64% 13.64%

norchem Participações e consultoria s,A, (norchem 
Participações) (13) other Activities 950 - 50.00% 50.00%

estruturadora Brasileira de Projetos s,A, - eBP (eBP) other Activities 1,599 - 11.11% 11.11%

Affiliate

norchem holding e negócios s,A,  
(norchem holding) (13) other Activities 1,679 - 21.75% 21.75%
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Adjusted
Sharehold-
ers’ Equity

Adjusted 
Net Income 

(Loss)  
Investments

Value

Results on 
Investments in 
Affiliates and 

Subsidiaries

2009 2009 2009 2008 2009 2008

Controlled by Banco Santander

santander seguros (1) (11)  2,360,554  173,697  2,360,554  -  141,800  - 

Banco Real (3)  -  258,028  -  11,857,754  258,061  647,207 

AAB dois Par (1)  -  130,038  -  338,715  126,442  50,723 

santander Brasil Arrendamento

Mercantil s,A, (sB leasing) (16)  -  20,482  -  525,885  20,482  45,784 

santander cct  246,393  66,519  246,393  193,731  54,045  41,200 

sB ctvM (16)  -  (75)  -  1,016  (70)  8,588 

santander Brasil Asset (11) (23)  237,661  27,120  237,661  -  24,352  - 

santander Asset (16)  -  30,077  -  103,865  30,077  40,188 

santander Participações (24)  -  355,444  -  944,674  258,895  159,207 

santander consórcios  3,809  172  3,809  3,637  172  166 

AA cartões (13)  -  13,534  -  953,225  12,603  18,687 

Banco Bandepe (2) (8) 4,015,044  349,539  4,015,044  -  289,703  - 

ABn leasing (2) (16)  -  23,268  -  -  31,562  - 

santander leasing (2) (14) 11,720,578  1,056,756  9,209,331  -  651,764  - 

Aymoré cfI (2) 685,460  62,518  685,460  -  120,961  - 

sB consórcio (2) (12) 92,925  38,470  92,925  -  29,291  - 

Microcrédito (2) 9,616  3,053  9,616  -  2,187  - 

Advisory (2) (5) 131,902  13,867  131,902  -  13,798  - 

cia Real dtvM (2) 82,625  6,596  82,625  -  8,009  - 

RcI leasing (6) (13) 474,115  32,929  189,088  -  6,584  - 

RcI Brasil (7) (13)  255,565  54,681  101,303  -  6,134  - 

santander ccvM (13) (22)  40,200  1,762  40,200  -  (18)  - 

Agropecuária tapirapé s,A, (13)  6,797  355  6,734  -  172  85 

Real chP s,A, (13)  4,112  3,614  3,815  -  1,549  - 

Real Argentina s,A, (2)  53  (123)  52  -  (112)  - 

ReB empreendimentos e Administradora

de Bens s,A, (ReB) (2) (20)  -  23,538  -  -  784  - 

Webmotors s,A, (2)  40,762  11,743  40,762  -  7,436  - 

BcIs (2) (13)  -  95,156  -  -  697  - 

Real corretora (2) (15)  -  -  -  -  12,383  - 

sudameris dtvM (3)  -  -  -  -  2  - 

santander serviços (10) (13)  -  -  -  -  -  5,071 

Produban serviços de

Informatica s,A, (Produban Informática)(9)  -  -  -  -  -  (449)

Controlled by Santander Seguros (1)(11)

sB seguros  144,634  8,053  -  -  -  - 

santander capitalização  386,870  74,014  -  -  -  - 

Controlled by Advisory

santander serviços (10) (13)  63,762  11,162  -  -  -  - 

Real corretora (2) (15)  63,792  47,162  -  -  -  - 
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Adjusted
Sharehold-
ers’ Equity

Adjusted 
Net Income 

(Loss)  
Investments

Value

Results on 
Investments in 
Affiliates and 

Subsidiaries

2009 2009 2009 2008 2009 2008

Controlled by Cia Real DTVM

santander securities (19)  67,784  5,030  -  -  -  - 

Jointly Controlled Companies

companhia Brasileira de Meios de

Pagamentos - visanet (visanet) (4)  -  698,013  -  -  34,625  - 

celta holding s,A,(2)  252,355  16,407  65,612  -  (3,224)  - 

Araguari Real estate holding llc  191,412  -  95,706  115,480  -  - 

tecBan - tecnologia Bancária s,A, 
(tecBan)(17)  -  1,194  -  14,690  445  10,957 

companhia Brasileira de soluções

e serviços - cBss (cBss) (17)  -  32,133  -  -  5,843  - 

cibrasec (2)  74,396  6,407  10,144  3,311  (69)  311 

norchem Participações (13)  57,835  2,593  28,918  -  1,573  826 

eBP  16,054  4,071  1,784  -  (202)  - 

RsvP (1) (21)  -  -  -  -  8,766  - 

diamond finance Promotora de vendas (18)  -  -  -  -  31  - 

Affiliate

norchem holding (13)  110,604  13,198  24,056  -  2,742  420 

Total Investment - Bank  17,683,494  15,055,983  2,160,275  1,028,971 

Affiliate

norchem holding (13)  -  -  24,057  21,186  2,873  1,899 

AAB dois Par (1)  -  -  -  -  126,442  - 

RsvP (1) (21)  -  -  -  -  8,766  - 

visanet (4)  -  -  -  -  30,507  - 

other  -  -  -  -  -  3,741 

Total Investment - Consolidated    168,588  5,640 

(1) the extraordinary stockholder’s Meeting held on september, 2009 of santander seguros, RsvP current name of RtMvP, and AAB dois Par approved the corporate restructuring proposal pursuant to 
the terms and conditions of the “Agreement and Plan of Merger of ABn AMRo Brasil dois Participações s.A. and Real seguros vida e Previdência s.A. (current denomination of Real tokio Marine vida e 
Previdência s.A., subject to approval of suseP) by santander seguros s.A.”, dated of June 29, 2009, and the “supplement of the Agreement and Plan of Merger of ABn AMRo Brasil dois Participações 
s.A. and Real seguros vida e Previdência s.A. (current denomination of Real tokio Marine vida e Previdência s.A., subject to approval of suseP) by santander seguros s.A.” dated of August 31, 2009.
the merger was carried out through the transfer of the book net assets of the Acquired companies to the equity of the Acquirer, based on the audited balance sheets as of June 30, 2009. changes in 
equity occurring between the date of said balance sheets and the completion of the merger were recognized and accounted for directly by the acquirer. the merger is subject to suseP’s approval.
(2) Investment merged into Banco santander in April 2009 (note 2).
(3) Merged into Banco santander in April 2009 (note 2).
(4) company consolidated up to May 2009.
(5) on January 16, 2009, the change in the name of ABn AMRo Advisory services s.A. to santander Advisory services s.A. was approved.
(6) on July 7, 2009, the change in the name of companhia de Arrendamento Mercantil Renault do Brasil to companhia de Arrendamento Mercantil RcI Brasil was approved.
(7) on July 7, 2009, the change in the name of companhia de crédito, financiamento e Investimento Renault do Brasil to companhia de crédito, financiamento e Investimento RcI Brasil was approved.
(8) on July 13, 2009, the change in the name of Banco de Pernambuco s.A - BAndePe to Banco Bandepe s.A. was approved.
(9) on february 29, 2008, Banco santander s.A. sold its interest in the company to Produban servicios Informáticos generales, s.l., company headquartered in spain.
(10) up to March 2008, a subsidiary/ associate of the Bank.
(11) Investments merged into Banco santander in August 2009. Adjusted net income corresponds to the income for the period as of July 31, 2009 after the share merger process is approved in a sharehol-
ders’ meeting (note 2).
(12) on May 21, 2009, the change in the name from ABn AMRo Real Administradora de consórcios ltda. to santander Brasil Administradora de consórcios ltda. was approved.
(13) companies acquired through the corporate restructuring (note 2).
(14) on June 15, 2009, the change in the name from Real leasing s.A Arrendamento Mercantil to santander leasing s.A Arrendamento Mercantil was approved.
(15) the executive board’s meeting held on July 24, 2009, considering the corporate restructuring involving the companies comprising the santander group, approved a capital increase of R$628 to 
R$48,127 with the issuance of 179,226 new shares, subscribed and paid-up by the shareholder Banco santander, through the assignment of 9,380 common shares issued and held by Real corretora, 
which were transferred to the company’s equity, so that Advisory becomes a shareholder of Real corretora.
(16) company acquired (note 2).
(17) companies sold in August 2009.
(18) company sold in May 2009.
(19) on september, 30, 2009, the change in the name of ABn AMRo securities (Brasil) corretora de valores Mobiliários s.A. toa santander securities (Brasil) corretora de valores Mobiliários s.A 
was approved.
(20) company sold in december 2009.
(21) As provided for in the shareholders’ Agreement of RtMvP, due to the change in shareholding control from Banco Real to Banco santander, AAB dois Par exercised its right to buy the remaining interest 
in RtMvP, right which was transferred to Banco santander on January 21, 2009.
(22) on september, 30, 2009, the change in the name of ABn AMRo Real corretora de câmbio e valores Mobiliários s.A. to santander corretora de câmbio e valores Mobiliários s.A was approved.
(23) on January 16, 2009, the change in the name of ABn AMRo Asset Management distribuidora de títulos e valores Mobiliários s.A. to santander Brasil Asset Management distribuidora de títulos e 
valores Mobiliários s.A was approved.
(24) company totally spun-off according to the reestructuring (note 2).
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2009 2008

Cost Depreciation Net Net

Real estate  1,471,945  (338,666)  1,133,279  160,966 

Buildings (1)  860,429  (338,666)  521,763  57,272 

land (1)  611,516  -  611,516  103,694 

Other  5,068,666  (2,595,971)  2,472,695  2,363,355 

Installations, furniture and equipment  1,090,387  (433,184)  657,203  387,180 

security and communication equipment  315,534  (180,759)  134,775  83,418 

Data Processing Equipment  1,677,281  (1,192,683)  484,598  318,512 

Leasehold Improvements  940,702  (604,871)  335,831  272,001 

other (2)  1,044,762  (184,474)  860,288  1,302,244 

Total  6,540,611  (2,934,637)  3,605,974  2,524,321 

2009
Consolidated

2008

Cost Depreciation Net Net

Real estate  1,476,189  (340,861)  1,135,328  418,251 

Buildings (1)  862,117  (340,861)  521,256  201,111 

land (1)  614,072  -  614,072  217,140 

Other  5,149,208  (2,626,880)  2,522,328  3,232,083 

Installations, furniture and equipment  1,106,793  (440,420)  666,373  656,277 

security and communication equipment  320,283  (184,389)  135,894  142,504 

Data Processing Equipment  1,683,958  (1,198,063)  485,895  507,680 

Leasehold Improvements  956,938  (617,157)  339,781  460,329 

other (2)  1,081,236  (186,851)  894,385  1,465,293 

Total  6,625,397  (2,967,741)  3,657,656  3,650,334 

(1) In november 2009, the Bank started a gradual change for the santander tower, the new headquarters in Brazil, and as a result in december 2009, the related amounts recorded as construction 
in progress were transferred to Property in use - land and buildings.
(2) Includes R$1,060,503 of buildings in progress related to the new head office.

2009 2008

Cost Depreciation Net Net

Goodwill on Acquired Companies  26,619,000  (3,970,750)  22,648,250  25,763,074 

Intangible Assets  4,383,216  (1,958,973)  2,424,243  1,926,203 

exclusivity contracts for Provision of Banking 
services

 2,475,852  (1,329,242)  1,146,610  1,415,416 

Acquisition and development of software  1,906,457  (629,521)  1,276,936  510,525 

other  907  (210)  697  262 

Total  31,002,216  (5,929,723)  25,072,493  27,689,277 

18. Intangibles

17. Property and Equipment
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2009
Consolidated

2008

Cost Amortization Net Net

Goodwill on Acquired Companies  27,739,919  (4,087,847)  23,652,072  25,765,501 

Intangible Assets  4,498,341  (1,994,577)  2,503,764  2,684,407 

exclusivity contracts for Provision of Banking 
services

 2,475,852  (1,329,242)  1,146,610  1,822,251 

Acquisition and development of software  1,961,025  (665,048)  1,295,977  744,090 

other  61,464  (287)  61,177  118,066 

Total  32,238,260  (6,082,424)  26,155,836  28,449,908 

Recorded goodwill is subject to impairment testing at least once a year or more frequently when there is indication that an 

asset is impaired.

Accordingly, management estimates the cash flows, which are subject to a number of factors, such as: (i) macroeconomic 

projections of interest, inflation, foreign exchange, and other rates; (ii) behavior of the growth estimates for the Brazilian 

financial system; (iii) cost increases, returns, synergies, and investment plans; and (iv) customer behavior; (v) the growth rate 

and the adjustments are applied to cash flows on a continuous basis. the adoption of these estimates involves the possibili-

ty that future events cause actual results to be different from the projections.

Based on the assumptions above, it did not identify any impairment of goodwill.

Bank

2009 2008

Without 
maturity

Up to 3 
months

From 3 to 
12 months

Over 12  
months Total Total

demand deposits  14,968,013  -  -  -  14,968,013  5,022,049 

savings deposits  25,216,924  -  -  -  25,216,924  8,314,895 

Interbank deposits  -  1,686,659  6,590,940  25,824,884  34,102,483  4,268,278 

time deposits  426,683  11,519,028  21,456,256  38,684,387  72,086,354  40,455,567 

other deposits  550,565  -  -  -  550,565  378,308 

Total  41,162,185  13,205,687  28,047,196  64,509,271  146,924,339  58,439,097 

Current  82,415,068  39,326,071 

Long-term  64,509,271  19,113,026 

Consolidated

2009 2008

Without 
maturity

Up to 3 
months

From 3 to 
12 months

Over 12  
months Total Total

demand deposits  14,787,247  -    -    -    14,787,247  14,729,644 

savings deposits  25,216,924  -    -    -    25,216,924  20,642,679 

Interbank deposits  -    255,446  506,587  2,232  764,265  1,904,316 

time deposits  426,683  11,519,028  21,455,463  38,752,890  72,154,064  86,230,877 

other deposits  550,565  -    -    -    550,565  479,787 

Total  40,981,419  11,774,474  21,962,050  38,755,122  113,473,065  123,987,303 

Current  74,717,943  72,138,582 

Long-term  38,755,122  51,848,721 

19. Money Market Funding and Borrowings and Onlendings

a) deposits
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Bank

2009 2008

Up to 3 
months

From 3 to 
12 months

Over 12  
months Total Total

own Portfolio  5,266,135  9,707,553  5,552,576  20,526,264  4,136,943 

third Parties  9,633,621  -    -    9,633,621  13,084,478 

linked to trading Portfolio operations  944,483  3,817,103  -    4,761,586  1,135,005 

Total  15,844,239  13,524,656  5,552,576  34,921,471  18,356,426 

Current  29,368,895  16,290,597 

Long-term  5,552,576  2,065,829 

Consolidated

2009 2008

Up to 3 
months

From 3 to 
12 months

Over 12  
months Total Total

own Portfolio  5,266,135  9,680,392  5,380,872  20,327,399  18,173,332 

third Parties  9,523,072  -    -    9,523,072  11,666,815 

linked to trading Portfolio operations  944,483  3,817,103  -    4,761,586  1,092,157 

Total  15,733,690  13,497,495  5,380,872  34,612,057  30,932,304 

Current  29,231,185  23,284,879 

Long-term  5,380,872  7,647,425 

Bank

2009 2008

Up to 3 
months

From 3 to 
12 months

Over 12  
months Total Total

Real Estate Credit Notes, Mortgage Notes, Credit

and Similar Notes  Agribusiness Credit Notes - LCA  2,393,302  4,621,523  201,820  7,216,645  3,649,799 

Real estate credit notes - lcI  760,706  464,499  6,054  1,231,259  1,441,289 

securities Issued Abroad  1,632,596  4,157,024  195,766  5,985,386  2,208,510 

Total  900,672  327,511  1,362,979  2,591,162  1,567,711 

Current  3,293,974  4,949,034  1,564,799  9,807,807  5,217,510 

Long-term  8,243,008  4,359,926 

Longo Prazo  1,564,799  857,584 

Consolidated

2009 2008

Up to 3 
months

From 3 to 
12 months

Over 12  
months Total Total

Exchange Acceptances  849  101,072  367,803  469,724  148,448 

Real Estate Credit Notes, Mortgage Notes, Credit

and Similar Notes Agribusiness Credit Notes - LCA  2,393,302  4,673,544  609,493  7,676,339  6,885,384 

Real estate credit notes - lcI  760,706  464,499  6,054  1,231,259  2,016,367 

securities Issued Abroad  1,632,596  4,209,045  603,439  6,445,080  4,869,017 

Total  900,672  327,511  1,362,979  2,591,162  3,524,883 

Current  3,294,823  5,102,127  2,340,275  10,737,225  10,558,715 

Long-term  8,396,950  7,878,175 

Longo Prazo  2,340,275  2,680,540 

c) funds from Acceptance and Issuance of securities

b) Money Market funding
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Bank/Consolidated

2009 2008

Securities Issued Abroad Issuance Maturity Currency
Interestrate 

(p.a) Total Total

eurobonds (1) february-05 february-10 R$ 16.2%  803,154  842,802 

eurobonds november-05 november-13 R$ 17.1%  471,849  340,256 

fixed Rate notes (1) october-07 January-15 R$ 100.0% cdI  186,741  190,643 

notas estruturadas (4) April-09 April-10 R$ 102.5% cdI  179,494  160,266 

eurobonds March-05 March-13 R$ 17.0%  169,299  169,223 

fixed Rate notes (1) november-07 January-15 R$ 100.0% cdI  167,380  184,606 

fixed Rate notes (1) september-06 June-13 R$
100.0% cdI + 

0.4%  120,208  122,715 

fixed Rate notes (1) August-07 June-12 us$ 4.4%  49,804  93,664 

fixed Rate notes (1) August-99 August-14 us$ 7.5%  44,184  70,954 

fixed Rate notes (1) August-07 August-12 us$ 4.6%  29,609  39,904 

fixed Rate notes (1) April-08 March-13 us$ 4.6%  27,405  28,271 

fixed Rate notes february-08 January-15 us$ 2.9%  26,215  19,948 

eurobonds (3) June-07 May-17 R$ fdIc  25,676  28,818 

fixed Rate notes (1) April-06 March-11 us$ 4.4%  18,963  42,730 

eurobonds July-08 July-10 R$ 94.4% cdI  18,233  16,679 

eurobonds (2) May-06 August-10 R$ IPcA + 6.0%  16,209  60,555 

eurobonds (2) March-07 January-14 R$ 10.0%  15,277  26,105 

eurobonds (2)

november-05 
to January-06 May-09 R$ IPcA + 6.0%  -  363,801 

fixed Rate notes (1) october-06 June-13 R$
100.0% cdI + 

0.3%  -  72,435 

other  221,462  650,508 

Total  2,591,162  3,524,883 

(1) In 2008, makes reference the emissions of consolidated.
(2) Indexed to sovereign notes.
(3) Indexed to credit event notes.
(4) In 2008, indexed from 82% to 86% of cdI.

(1) Includes, mainly, expenses funds from acceptance and issuance of securities.

Bank Consolidated

2009 2008 2009 2008

time deposits  6,101,616  4,268,924  7,569,705  6,649,063 

savings deposits  1,110,221  493,423  1,315,715  781,010 

Interbank deposits  2,360,993  475,122  295,632  77,125 

Money Market funding  3,088,362  1,816,966  3,370,304  1,721,069 

others (1)  (713,024)  2,564,349  (502,966)  3,449,420 

Total  11,948,168  9,618,784  12,048,390  12,677,687 

d) Money Market funding expenses
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Bank/ 
Consolidated Bank Consolidated

2009 2008

Up to 3 
months

From 3 to 
12 months

Over 12  
months Total Total Total

Local Borrowings  163,061  77,052  259,782  499,895  184,583  584,495 

Foreign Borrowings  2,947,355  4,857,371  2,620,009  10,424,735  11,249,229  13,822,707 

Import and export financing lines  1,556,066  4,578,486  2,432,979  8,567,531  9,245,848  11,451,224 

other credit lines  1,391,289  278,885  187,030  1,857,204  2,003,381  2,371,483 

Domestic Onlendings  1,394,753  1,086,482  5,933,049  8,414,284  4,267,574  7,840,242 

Foreign Onlendings  336,691  386,196  1,141,202  1,864,089  -  3,282,744 

Total  4,841,860  6,407,101  9,954,042  21,203,003  15,701,386  25,530,188 

Current  11,248,961  11,683,743  15,943,476 

Long-term  9,954,042  4,017,643  9,586,712 

e) Borrowings and onlendings

20. Tax and Social Security 

tax and social security payables comprise taxes payable and amounts being challenged in the courts.

export and import financing lines are funds raised from foreign banks, for use in commercial foreign exchange transactions, 

related to the discounting of export bills and export and import pre-financing, falling due through 2014 in the Bank and in 

the consolidate and subject to financial charges corresponding to exchange variation plus interest ranging from 0.4% p.a. 

to 11.0% p.a. (2008 -1.7% a.a. a 9.4% a.a.).

domestic onlendings -official institutions are subject to financial charges corresponding to the long-term Interest Rate 

(tJlP), exchange variation of the Bndes basket of currencies, or us dollar exchange variation, plus interest rate in accordan-

ce with the operating policies of the Bndes system.

In the Bank and in the consolidated, foreign onlendings are subject to interest ranging from 0.9% p.a. to 6.8% p.a. (2008 

-0.9% a.a. a 5.5% a.a. in the consolidated) and exchange rate change falling due through 2014.

Bank Consolidated

2009 2008 2009 2008

Reserve for tax contingencies (note 23)  5,003,557  1,460,410  6,434,315  5,521,211 

Reserve for tax contingencies - Responsibility of 
former controlling stockholders (note 23,h)  429,505  459,291  430,357  459,291 

Provision for deferred taxes  1,388,295  1,542,886  3,507,389  2,732,855 

Accrued taxes on Income  994,886  2,215  1,390,000  388,418 

taxes Payable  277,403  126,855  301,260  462,849 

Total  8,093,646  3,591,657  12,063,321  9,564,624 

Current  1,877,219  184,085  2,864,753  1,414,571 

Long-term  6,216,427  3,407,572  9,198,568  8,150,053 
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Nature and origin of deferred tax liabilities

Bank

December 
31, 2008 Merger (1) Recognition Realization

December 
31, 2009

Adjustment to fair value of trading securities  1,325,342  1,273  -  (289,191)  1,037,424 

Adjustment to fair value of Available-for-sale securities  179,498  175,764  -  (123,399)  231,863 

excess depreciation of leased Assets  38,046  -  78,788  -  116,834 

others  -  2,182  -  (8)  2,174 

Total  1,542,886  179,219  78,788  (412,598)  1,388,295 

Consolidated

December 
31, 2008

Acquisition/
Disposal (1) Recognition

Realization
December 

31, 2009

Adjustment to fair value of trading securities  1,327,588  2,665  1,757  (290,277)  1,041,733 

Adjustment to fair value of Available-for-sale securities  226,094  27,134  139,059  (127,472)  264,815 

excess depreciation of leased Assets  1,176,290  -  1,033,129  (11,120)  2,198,299 

others  2,883  1,330  123  (1,794)  2,542 

Total  2,732,855  31,129  1,174,068  (430,663)  3,507,389 

Consolidated

December 
31, 2007

Acquisition/
Disposal (1) Recognition

Realization
December 

31, 2008

Adjustment to fair value of trading securities  435,767  1,791  890,728  (698)  1,327,588 

Adjustment to fair value of Available-for-sale securities  248,583  525  66,761  (89,775)  226,094 

excess depreciation of leased Assets  3,169  785,075  389,477  (1,431)  1,176,290 

others  54,320  105,476  703  (157,616)  2,883 

Total  741,839  892,867  1,347,669  (249,520)  2,732,855 

Bank

December 
31, 2007 Recognition Realization

December 
31, 2008

Adjustment to fair value of trading securities  434,665  890,677  -  1,325,342 

Adjustment to fair value of Available-for-sale securities  248,582  20,687  (89,771)  179,498 

excess depreciation of leased Assets  -  38,046  -  38,046 

others  32,878  -  (32,878)  - 

Total  716,125  949,410  (122,649)  1,542,886 

(1) Merger/Acquisition/disposal of companies (note 16).
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21. Subordinated Debts 

consist of securities issued according to the rules of the 

Bacen, which are used as level II Reference equity for calcula-

ting the operating limits.

(1) Perpetual bonds issued by the grand cayman branch with quarterly interest payments. these bonds do not have a maturity date or mandatory redemption, although they may, at the discretion 
of Banco santander s.A. and with prior authorization by the Bacen, be redeemed in full in december 2010 or on any subsequent interest payment date.
(2) subordinated certificates of deposit issued by Banco santander s.A. with yield paid at the end of the term together with the principal.
(3) Indexed to 109% and 112% of the cdI or cdI plus interest of 1.2% p.a. to 1.5% p.a.
(4) Indexed to the IPcA (extended consumer price index) plus interest of 8.3% p.a. to 8.7% p.a.
(5) In 2008, makes reference the emissions of consolidated.

Bank/Consolidated Bank

2009 2008

Issuance Maturity Amount Interest rate (p.a.)

subordinated certificates 
of deposit (2) June-06 July-16 R$1.500 million 105.0% cdI  2,263,856  2,050,292 

subordinated certificates 
of deposit March-09 March-19 R$1,507 million 13.8%  1,667,219  - 

subordinated certificates 
of deposit october-06 september-16 R$850 million 104.5% cdI  1,226,492  1,111,313 

subordinated certificates 
of deposit July-07 July-14 R$885 million 104.5% cdI  1,155,269  1,046,778 

Perpetual Bonds (1) september-05 Indeterminate us$500 million 8.7%  872,704  1,171,324 

subordinated certificates 
of deposit (2) (5) April-08 April-13 R$600 million 100.0% cdI + 1.3%  733,444  659,220 

subordinated certificates 
of deposit (2) (5) April-08 April-13 R$555 million 100.0% cdI + 1.0%  679,443  612,183 

subordinated certificates 
of deposit (2)

July-06 a octo-
ber-06 July-16 R$447 million 104.5% cdI  665,790  603,266 

subordinated certificates  
of deposit (2) (5) January-07 January-13 R$300 million 104.0% cdI  418,055  378,974 

subordinated certificates 
of deposit (2) (5) August-07 August-13 R$300 million 100.0% cdI + 0.4%  390,192  353,546 

subordinated certificates 
of deposit (2) (5) January-07 January-14 R$250 million 104.5% cdI  348,846  316,086 

subordinated certificates 
of deposit (2) (3)

May-08 to 
June-08

May-13 to 
maio-18 R$283 million cdI  338,366  305,087 

subordinated certificates 
of deposit (2) (4)

May-08 to 
June-08

May-13 to 
June-18 R$268 million IPcA  325,676  288,447 

subordinated certificates 
of deposit (2) (5) november-08 november-14 R$100 million 120.5% cdI  114,490  102,184 

subordinated certificates 
of deposit (2) (5) february-08 february-13 R$85 million IPcA +7.9%  107,048  95,175 

floating Rate notes (5) november-99 november-09 us$170 million libor + 4.5%  -  80,400 

floating Rate notes (5) november-99 november-09 us$30 million libor + 4.5%  -  14,167 

total  11,306,890  9,188,442 

current  2,104  97,391 

long-term  11,304,786  9,091,051 
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22. Other Payables -Other

23. Contingent Assets and Liabilities and Legal Obligations - Tax and Social Security

Banco santander and its subsidiaries are parties to judicial and administrative proceedings involving tax, civil and labor 

matters arising in the normal course of their business.

Reserves were recognized based on the nature, complexity and history of the lawsuits, and the opinion of the in-house 

and outside legal counsel. santander’s policy is to accrue the full amount of lawsuits whose likelihood of unfavorable 

outcome is probable.

legal obligations - tax and social security were fully recognized in the financial statements.

Management understands that the recognized reserves are sufficient to cover possible losses on the lawsuits.

a) contingent assets

In december, 31, 2009 and 2008 no contingent assets were accounted for.

Bank Consolidated

2009 2008 2009 2008

credit cards  5,499,247  2,150,460  5,499,247  4,898,337 

Reserve for labor and civil contingencies (note 23)  4,547,098  1,615,569  4,732,023  3,409,033 

Reserve for contingencies - Responsibility of former controlling 
stockholders (note 23,h)  92,762  195,247  94,742  195,247 

sale of Right to Receipt of future flow of Payment orders from Abroad (1)  1,371,588  1,816,289  1,371,588  1,816,289 

Payables for Acquisition of Assets and Rights (2)  799,122  1,097,670  799,195  1,250,565 

Pension plan (note 35)  829,437  526,833  829,437  526,833 

Accrued liabilities

Personnel expenses  1,060,777  478,772  1,105,303  819,109 

Administrative expenses  222,897  393,687  250,834  693,564 

other Payments  131,500  49,600  227,766  256,592 

Payables to suppliers  72,956  102,319  91,811  104,128 

creditors for unreleased funds  271,177  55,612  271,177  200,037 

Insurance transaction debts  -  -  424,490  - 

Agreements With official Institutions  127,271  211,891  127,271  532,744 

Provision of Payment services  163,737  7,143  163,737  140,208 

other  2,372,136  766,642  2,299,729  1,541,909 

Total  17,561,705  9,467,734  18,288,350  16,384,595 

Current  11,283,527  4,463,015  11,760,662  10,824,526 

Long-term  6,278,178  5,004,719  6,527,688  5,560,069 

(1) Payable for sale of right to receipt of future flow of payment orders receivable from foreign correspondent banks. It includes the series 2004-1 in the amount of us$190million (2008 - us$277 
million), with charges equivalent to 5.5% p.a., payable semiannually until september 2011, the series 2008-1 in the amount of us$190 million, with charges equivalent to 6.2% p.a., payable 
semiannually, with the principal payable in 10 installments between september 2010 to september 2015 and the series 2008-2 in the amount of us$300 million, with charges equivalent to libor 
(6 months) + 0.80 p.a., payable semiannually, with the principal payable in 10 installments between March 2010 to september 2014, the series 2009- 1 in the amount of us$50 million, with 
charges equivalent to libor (6 months) + 2.1% p.a., payable semiannually, with the principal payable in 6 semiannual installments from March 2012 to september 2014, and the series 2009-2, in 
the amount of us$50 million, with charges of 6.3% p.a., payable semiannually, with the principal payable in 14 semiannual installments from March 2013 to september 2019.
(2) Refers basically to export note loan operations in the amount of R$748,754 (2008 - R$1,054,940).
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Bank Consolidated

2009 2008 2009 2008

Reserve for tax contingencies (1) (note 20)  5,003,557  1,460,410  6,434,315  5,521,211 

Reserve for labor and civil contingencies (note 22)  4,547,098  1,615,569  4,732,023  3,409,033 

Reserve for labor contingencies  3,005,466  1,217,540  3,094,615  2,220,208 

Reserve for civil contingencies  1,541,632  398,029  1,637,408  1,188,825 

Total  9,550,655  3,075,979  11,166,338  8,930,244 

(1) Includes, mainly, legal obligations.

c) changes in contingent liabilities and legal obligations

2009 2008

Tax Labor Civil Tax Labor Civil

Balance at beginning of year  1,460,410  1,217,540  398,029  2,076,861  1,036,653  333,074 

Recognition (1)  1,599,464  1,679,080  681,496  548,160  781,798  214,313 

Reversal of Accruals  (80,170)  -  -  -  -  - 

Merger/ Acquisition/ disposal of
shareholding Interest (note 16)  2,655,189  1,043,807  759,607  -  -  - 

Write-offs due to Payment (2) (4)  (631,336)  (934,961)  (297,500)  (1,299,000)  (600,911)  (149,358)

others (1)  -  -  -  134,389  -  - 

Balance at end of year  5,003,557  3,005,466  1,541,632  1,460,410  1,217,540  398,029 

escrow deposits - other Receivables (3)  928,940  873,723  153,218  595,864  383,349  57,866 

escrow deposits - securities (3)  49,596  49,739  52,035  14,989  76,635  5,795 

Consolidated

2009 2008

Tax Labor Civil Tax Labor Civil

Balance at beginning of year  5,521,211  2,220,208  1,188,825  2,395,446  1,074,131  343,183 

Recognition (1)  2,332,489  1,778,097  777,888  863,527  1,023,187  310,885 

Reversal of Accruals  (256,902)  (3,619)  (5,752)  (99,574)  (29,405)  (19,705)

Acquisition/ disposal of
shareholding Interest (note 16)  (678)  89,637  15,990  3,508,138  836,405  744,936 

Write-offs due to Payment (2) (4)  (1,161,805)  (989,708)  (339,543)  (1,302,059)  (684,110)  (190,474)

others (2)  -  -  -  155,733  -  - 

Balance at end of year  6,434,315  3,094,615  1,637,408  5,521,211  2,220,208  1,188,825 

escrow deposits - other Receivables (3)  1,252,140  892,940  178,421  1,603,755  1,007,198  217,658 

escrow deposits - securities (3)  54,278  49,739  52,281  34,016  76,808  142,755 

(1) there are tax Risks in contingent tax and legal liabilities recognition in the period, under tax expenses, other operating expenses and Income tax and social contribution.
(2) In June 2008, after having received unfavorable decisions from the federal Regional court on appeals filed, the Bank paid the amount of R$1,298,505 related to the lawsuit that challenged the 
increase in social contribution tax rate (18%) for financial institutions. As the obligation was paid, the related tax credit, recorded as a reduction to liabilities, was reclassified to other receivables 
(note 12.a). the Bank still challenges in court the application of the increased tax rate and, on June 9, 2008, filed a special appeal and an extraordinary appeal with the proper court.
(3) do not include escrow deposits for possible and/or remote contingencies and appeal deposits.
(4) Includes the effects of the application of law 11,941/2009 on lawsuits claiming about tax and previdencial debits (note 23.d).

b) contingent liabilities and legal obligations by nature
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d) legal obligations -tax and social security

In november 2009, the Bank and its controlled entities 

joined the program of installments and payment of tax 

debts and social security established by law 11941/2009. 

the main processes included in this program were: (i) de-

ductibility of csll, in which the entities were claiming the 

deduction of csll in the calculation of IRPJ. (ii) lawsuit filed 

by several companies of the group challenging the appli-

cation of an increased csll rate (18% -30%) for financial 

institutions as compared to the rate for non-financial com-

panies (8% -10) and (iii) concurrency IRPJ, in which ABn 

leasing intended to reconcile for income tax depreciation 

expense in the same period of recognition of revenue from 

leasing consideration.

considering the rules established in this law, the ac-

counting effects of tax and social security contingencies 

included as cash payment, were recorded at the time of 

entry into the program. As a result, was settled contingent 

tax liabilities in the amount of R$681,841 in the Bank 

and R$ 1,344,860 through the payment (R$45,959 in the 

Bank and R$422,857 in the consolidated) and the con-

version of guarantee deposits (R$583,180 in the Bank and 

R$ 731,160 in the consolidated). It was recorded in the 

income of the year in the account “other operating income 

(expenses)”, a net gain of R$35,094 in the Bank and R$ 

207,603 in the consolidated before taxes. It was not used 

tax loss carryforwards or social contribution in the settle-

ment of these tax debts as authorized by the law.

the Bank and its subsidiaries also accepted to split the 

tax debts and social security, which may be settled at a 

later date after the formal consolidation of debts, to be 

held by the federal Revenue service, under the rules of the 

program. thus, no accounting effect was recognized in the 

case of this kind of a split as it was not possible to identify 

and quantify the processes to be included in the program 

and its accouting effects.

the main judicial and administrative proceedings involving 

tax and social security obligations that remain after the 

application of law n°11.941/09 are:

PIS and Cofins -R$3,317,827 in the Bank and 

R$3,739,729 in the consolidated (2008 -R$670,371 

in the Bank and R$2,210.489 in the consolidated): 

lawsuit filed by several companies of the conglomerate 

against the provisions of article 3, paragraph 1 of law 

no. 9.718/98, pursuant to which PIs and cofIns must be 

levied on all revenues of legal entities. Prior to said provi-

sions, already overruled by several recent decisions by the 

federal supreme court, PIs and cofins were levied only on 

revenues from services and sale of goods.

CSLL - equal tax treatment -R$180,452 in the Bank and 

R$258,985 in the consolidated (2008 -R$502,948 in the 

consolidated): lawsuit filed by several companies of the 

group challenging the application of an increased csll 

rate (18% -30%) for financial institutions as compared to 

the rate for non-financial companies (8% -10%). these 

proceedings were not subject of the application of law 

11.941/09.

Increase in CSLL tax rate - R$300,066 in the Bank 

and R$563,419 in the consolidated (2008 -R$131,761 in 

the consolidated): in september 2008, the Bank and the 

other entities of the group filed for an injunction to avoid 

the increase in the csll tax rate established by executive 

Act 413/2008, converted into law 11727/2008. financial 

institutions were subject to a csll tax rate of 9%, however 

the new legislation established a 15% tax rate.

e) tax and social security contingencies

Refer to judicial and administrative proceedings related 

to taxes and social security classified, based on the legal 

counsel’s opinion, as probable loss, for which reserves were 

recorded. the matters in dispute refer to the following:

ISS (service tax) - financial Institutions -R$257,244 

in the Bank and R$268,845 in the consolidated (2008 

-R$75,820 in the Bank and R$279,554 in the consolida-

ted) refers to administrative and judicial proceedings with 

several municipalities that require the payment of Iss on 

several revenues from operations that usually do not qualify 

as service provision.

INSS (social security contribution) - R$181,353 in the 

Bank and R$209,045 in the consolidated (2008 -R$76,570 

in the Bank and R$163,896 in the consolidated): refers to 

administrative and judicial proceedings seeking collection of 

social security contribution and salary premium for educa-

tion on amounts that normally are not of a salary nature.

Allowance for doubtful accounts - R$181,246 in 

the Bank and R$209,559 in the consolidated (2008 

3752009 AnnuAl RePoRt BR gAAP fInAncIAl stAteMents 



-R$205,714 in the consolidated): collection of IRPJ and 

csll levied on the allowance for doubtful accounts, arising 

from the deduction, considered undue by tax authorities, in 

calendar 1995, alleging that the tax criteria in effect at the 

time were not complied with.

f) labor contingencies

these are lawsuits brought by labor unions and former 

employees claiming labor rights they understand are due, 

especially payment for overtime and other labor rights, 

including retirement benefit lawsuits.

for labor claims considered to be similar and usual, reserves 

are recognized based on the history of payments made. 

labor claims that do not fit into the previous criterion 

are accrued according to the escrow deposits made for 

the lawsuits or are assessed individually, and reserves are 

recognized based on the status of each lawsuit, law and 

previous court decisions according to the assessment of the 

likelihood of a favorable outcome, and the risk assessment 

made by the legal counsel.

g) civil contingencies 

lawsuits for indemnity seek indemnity for property damage 

and/or pain and suffering, relating to the consumer rela-

tionship on matters related to credit cards, bank accounts, 

collection and loans. there are also collection lawsuits 

related to the elimination of inflation effects in savings and 

escrow deposit accounts deriving from the economic Plans 

(Bresser, verão, collor I and II). 

for civil lawsuits considered to be similar and usual, 

reserves are recognized based on the history of payments 

made. civil lawsuits that do not fit into the previous cri-

terion are accrued according to the individual assessment 

made, and reserves are recognized based on the status of 

each lawsuit, law and previous court decisions according 

to the assessment of the likelihood of a favorable outcome, 

and the risk assessment made by the legal counsel. 

on september 1, 2009, the Bank reached an settlement 

with the non-controlling stockholders of the extinct Banco 

noroeste related to the lawsuits filed against the corporate 

events that occurred in 1998 and 1999 and the lawsuits 

were terminated. this settlement and the resulting termina-

tion of the lawsuits have already been confirmed by courts. 

h) other lawsuits under the responsibility of former con-
trolling stockholders

Refer to tax, labor and civil lawsuits in the amounts of 

R$429,505, R$60,631 and R$32,131 in the Bank and 

R$430,357, R$61,141 and R$33,601 in the consolidated 

(2008 -R$459,291, R$137,861 and R$57,386 in the Bank 

and in the consolidated), respectively, recorded under 

“other payables -tax and social security” (note 20) and 

“other payables -other” (note 22) which are the responsi-

bility of the former controlling stockholders of the acquired 

entities. the lawsuits have guarantees under the agree-

ments signed at the time of the acquisitions in the amount 

of R$522,267 in the Bank and R$525,099 in the consoli-

dated (2008 -R$654,538 in the Bank and in the consolida-

ted), recorded under “other receivables -other” (note 13). 

these lawsuits have no effects on the balance sheet for the 

Bank and consolidated. 

i) contingent liabilities classified as possible loss risk 

Refer to judicial and administrative proceedings involving 

tax, civil and labor matters assessed by the legal counsel 

as possible loss, which were not accounted for. the main 

lawsuits are: 

CPMF (tax on banking transactions) on Customer 

Operations - in May 2003, the federal Revenue service 

issued an Infraction notice against santander distribuídora 

de títulos e valores Mobiliários ltda. (santander dtvM), 

actual Produban serviços de Informática s.A. and another 

Infraction notice against the former Banco santander Brasil 

s.A., both in the amount of R$290 million. the notices 

refer to the collection of a cPMf tax credit on transactions 

conducted by santander dtvM in the management of its 

customers’ funds and clearance services provided by the 

Bank to santander dtvM, according to the agreement 

between these two companies, in 2000, 2001 and the first 

two months of 2002. Both companies consider that the 

tax treatment adopted was adequate since said transac-

tions were subject to cPMf at zero rate. the Board of tax 

Appeals judged the administrative proceedings, annulling 

the infraction notice of santander dtvM and confirming the 

infraction notice of the Bank. In both cases, an administrati-

ve appeal can be filed with the higher Board of tax Appeals 

(csRf). the updated amount of each proceeding is approxi-

mately R$ 515 million. 
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IRPJ and CSLL on Reimbursement arising from 

Contractual Guarantees – in december 2007, the 

federal Revenue service issued an Infraction notice in the 

amount of R$320 million against Banco santander s.A. the 

notice refers to the collection of IRPJ and csll for tax year 

y 2002 on amounts reimbursed by the former controlling g 

stockholder of Banco santander s.A. gy for payments made 

by the Bank that were the responsibility of the controlling 

stockholder. the federal Revenue service understood that 

the amount deposited in favor of santander s.A. is not a 

reimbursement but a taxable income. the Bank has filed an 

administrative defense and the decision was unfavorable. 

the updated amount of each proceeding is approximately 

R$381 million. 

Addition to the Price on the Purchase of Shares of 

Banco do Estado de São Paulo S.A. -filed an ordinary 

action claiming the inexistence of legal relationship 

before the national, treasury in relation to item 3.1 of the 

Banespa’s share Purchase and sale Agreement. such item 

provided for the payment of an addition to the minimum 

price should Banespa be released from the tax contingency 

recognized at the time of the privatization upon the setting 

of the minimum price. After an unfavorable lower court 

decision, on April 23, 2008, the 1st Region federal court 

accepted the appeal filed by the Bank and declared undue 

the collection. the updated amount involved is approxima-

tely R$345 million. 

Losses on lending operations -Administrative collection 

by the federal Revenue service in view of the deduction 

from the IRPJ and csll basis of losses on lending opera-

tions once they would not have met the conditions and 

terms laid down in the current legislation. the updated 

amount involved is approximately R$224 million. 

CSLL -Unconstitutionality -noncompliance with the 

amnesty established by law 9779/1999 -claims that 

entities that joined the amnesty failed to comply with the 

requirements of such law, alleging that such entities were 

not supported by an injunction for all periods paid (1989 

to 1999). the judicial and administrative proceedings are 

awaiting judgment. the updated amount involved is appro-

ximately R$165 million. 

CSLL -equal tax treatment -Amendment 10/96 -lawsuit 

regarding the difference in social contribution tax rate 

applied to financial institutions and equivalent entities in 

the first half of 1996, as such tax rate was higher than the 

rates applied to other legal entities, which is contrary to the 

precedence and non-retroactivity constitutional principle. 

there is a lawsuit awaiting judgment and other appeals 

pending decisions. the adjusted amount involved is approxi-

mately R$162 million. 

CSLL -Final and unappealable decision -this lawsuit 

claims the right not to recognize the tax credit claimed by 

the federal Revenue service related to alleged irregularities 

in the payment of csll, as the entity was granted a favora-

ble final and unappealable decision that overrules the col-

lection of csll under law 7689/1988 and law 7787/1989. 

the appeals filed with the federal Regional court are 

awaiting a decision. the amount involved adjusted for 

inflation is approximately R$148 million. 

Semiannual Bonus or Profit Sharing - labor lawsuit 

relating to the payment of a semiannual bonus or, succes-

sively, profit sharing to retired employees from the former 

Banco do estado de são Paulo s.A. -Banespa, hired by 

May 22, 1975. this lawsuit was filed by Banespa’s Retirees 

Association and was judged by the superior labor court 

and the Bank has filed an appeal. the involved amount is 

not disclosed due to the current stage of the lawsuit and 

the possibility of affecting its progress. 

on october 13, 2009, as a result of the global share 

offering (note 1), the capital of Banco santander was 

increased by 525,000,000 units, each unit represents 55 

common shares and 50 preferred shares, all registered on 
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Shares in thousands

2009 2008

Common Preferred Total Common Preferred Total

Brazilian residents  33,546,259  32,004,313 65,550,572 2,734,410 3,993,767 6,728,177 

foreign residents  179,295,473  154,198,072  333,493,545 171,558,006 147,472,100 319,030,106 

total  212,841,732  186,202,385  399,044,117 174,292,416 151,465,867 325,758,283 

october 29, 2009 the number of shares initially offered  

in the global share offering was increased by 6.85%, i.e., 

35,955,648. totaling an increase of R$13,182,458 and the 

transaction costs of R$193,616 were recorded as a debit  

in the capital Reserve line.

the extraordinary shareholders’ Meeting held on August 

14, 2009 approved the capital increase of Banco santan-

der in the amount of R$2,471,413, with the issuance of 

14,410,886 thousand shares (7,710,343 thousand are 

common shares and 6,700,543 thousand are preferred 

share) ,all of them registered and without par value, related 

to the share merger of santander seguros, santander Brasil 

Asset and BcIs (note 2).

the extraordinary stockholders’ Meeting held on August 

29, 2008 approved the increase in Banco santander’s 

total capital from R$38,920,753, of which R$38,020,753 

were allocated to capital and R$900,000 to capital 

Reserves, through the issuance of 189,300,327 thousand 

shares, (101,282,490,000 are common shares and 

88,017,837,000 are preferred shared), without par value, 

related to the merger of shares of Banco Real and AAB dois 

Par, (note 2).

At the meeting held on July 25, 2008, the Board of direc-

tors approved a capital increase of 3,689,477 thousand 

shares (1,974,003 thousand common shares and 1,715,474 

thousand preferred shares), in the amount of R$800,000.

b) dividends and Interest on capital

In accordance with the Bank’s bylaws, stockholders are 

entitled to a minimum dividend equivalent to 25% of net 

income for the year, adjusted according to legislation. 

24. Stockholders’ Equity 

a) capital 

According to the bylaws, the Bank’s capital may be increa-

sed to the limit of authorized capital, regardless of statu-

tory, by resolution of the Board of directors and through the 

issuance of up to 500 billion new shares, within the limits 

legally established as the number of preferred shares. Any 

increase in capital in excess of this limit will require the 

approval of the stockholders. the paid-up capital is repre-

sented as follows: 
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Preferred shares are nonvoting and nonconvertible, but 

have the same rights and advantages granted to common 

shares, in addition to priority in the payment of dividends 

10% higher than those paid on common shares, and in the 

capital reimbursement, without premium, in the event of 

liquidation of the Bank.

2009

Reais per thousand shares/Units

In thousands 
of reais (5) Common Preferred Units

Interest on capital recognized in income for the year ended december 31, 2009 (1)  340,000  0,9974  1,0972 n.a.

Interest on capital recognized in income for the year ended december 31, 2009 (2)  285,000  0,8361  0,9197 n.a.

Interim dividends recognized in income for the year ended december 31, 2009 (3)  327,400  0,7839  0,8623  86,2271 

Intermediate dividends recognized in income for the year ended december 31, 2009 (3)  422,600  1,0118  1,1130  111,2999 

Interest on capital recognized in income for the year ended december 31, 2009 (3) (4)  200,000  0,4789  0,5267  52,6738 

Total Accumulated as of December 31, 2009  1,575,000 

2008

Reais per thousand shares/Units

In thousands 
of reais (5) Common Preferred Units

dividends based in interim income for the year ended december 31, 2008 (1)  752,807  2,2084  2,4293 n.a.

dividends based in interim income for the year ended december 31, 2008 (1)  217,193  0,6372  0,7009 n.a.

dividends based in Recognized Reserves (1)  3,045  0,0089  0,0098 n.a.

Interest on capital recognized in income for the year ended december 31, 2008 (1) (2)  480,000  1,4081  1,5489 n.a.

Total accumulated as of December 31, 2008  1,453,045 

(1) established by Board of directors in April 2009. common shares - R$0.8478 and Preferred shares - R$0.9326, net of taxes.
(2) established by Board of directors in June 2009. common shares - R$0.7107 and Preferred shares - R$0.7817, net of taxes.
(3) established by Board of directors in december 2009.
(4) common shares - R$0.4070 and Preferred shares - R$0.4477, net of taxes, and units R$44,7728.
(5) the amount related to the intermediate dividends, intercalary dividends and interest on capital are fully input into the mandatory dividends, which will be paid on february 22, 2010, 
without any additional amount for monetary for monetary correction.

(1) established by Board of directors in december 2008.
(2) common shares - R$1,1969 and Preferred shares - R$1,3166, net of taxes.

c) dividend equalization reserve

limited to 50% of the capital, intended to assure funds for 

the payment of dividends, including in the form of interest 

on capital, or its prepayments, in order to maintain the flow 

of payments to stockholders.

d) treasury shares

on february, 2009 the Bank acquired 25,395 thousands 

own shares for the amount R$1,948. the extraordinary 

shareholders’ Meeting held on August, 2009 decided the 

cancellation of shares of its own issuance held in treasury, 

without reducing capital, through the absorption of R$ 

1,948 of the capital Reserves account.
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e) consolidated stockholders’ equity – unrealized Results

the consolidated stockholders’ equity is decreased by R$34,753 (2008 -R$37,328) of unrealized results and the realization 

of these results affected net income in the period by R$4,707 (2008 -R$39,709).

25. Operational Ratios

financial institutions are required to maintain regulatory capital consistent with their activities, higher to the minimum of 

11% of required capital. In July 2008 new regulatory capital measurement rules, under the Basel II standardized Approach, 

went into effect, including a new methodology for credit risks and operational risks measurement, analysis and manage-

ment. this ratio must be calculated on a consolidated basis, as shown below:

Financial Consolidated (1) 

2009 2008

Adjusted tier I Regulatory capital (2)  42,357,612  23,033,013 

tier II Regulatory capital  9,972,644  8,504,338 

Adjusted Regulatory Capital (Tier I and II) (2)  52,330,256  31,537,351 

Required Regulatory Capital  22,483,494  23,527,735 

Adjusted Portion of credit Risk (2)  20,607,792  22,324,423 

Market Risk Portions (3)  844,882  916,186 

operational Risk Portion  1,030,820  287,126 

Basel II Ratio 25.6% 14.7%

(1) Amounts calculated based on the consolidated information of the financial institutions (financial group).
(2) disregards the effect of goodwill on the merger of the shares of Banco Real and AA dois Par, as determined by the international rule.
(3) Includes the portions for the Market Risk exposures subject to foreign currency coupon rates, price and interest rate indices, price of commodities, price of shares classified in the trading portfo-
lio, interest rates not classified in the trading portfolio.

financial institutions are required to maintain investments in permanent assets compatible with adjusted regulatory capital. 

funds invested in permanent assets, calculated on a consolidated basis, are limited to 50% of regulatory capital, as per 

prevailing regulation. on december 31, 2009 and 2008, santander classifies for said index.

26. Related-Party Transactions

a) Management compensation

At the stockholders’ meeting was defined to maximum aggregate compensation for the Board of directors and executive 

officers the amount of R$225,554 thousands. In 2008, the management compensation, made reference to the amount 

defined by santander´s stockholders and Banco Real conglomerate´s compensation since August 29, 2008, (note 2.a) 

totaling R$108,702.
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I) short-term benefits

Board of Directors’ and Executive Board’s compensation Consolidated

2009 2008

fixed compensation  35,258  16,017 

variable compensation  121,490  55,421 

other  6,294  4,335 

total  163,042  75,773 

II) contract termination

employment contracts have an undefined period. the termi-

nation of the employment relationship for non-fulfillment of 

obligations or voluntarily does not entitle executives to any 

financial compensation.

b) lending operations

In conformity with prevailing regulations, financial institu-

tions cannot grant loans or advances to:

I) any individuals or legal entities that control the institution 

or any entity under joint control with the institution, or any 

officer, member of the board of directors, member of the 

supervisory board, or member of the immediate family of 

such individuals;

II) any entity controlled by the institution; or

III) any entity in which the Bank holds, directly or indirectly, 

10% or more of the capital.

Accordingly, loans or advances are not granted to any 

subsidiaries, executive officers, members of the board of 

directors or their families.

c) ownership interest

the table below shows the direct interest (common shares 

and preferred shares) outstanding.

2009
(in thousand of shares, except percentages)

Common
Preferred Total 

Stockholders’ Shares (%) Shares (%) Shares  (%)

grupo empresarial santander, s.l. (1)  74,967,225 35.2%  63,531,986 34.1%  138,499,211 34.7%

sterrebeeck B.v. (1)  99,527,083 46.8%  86,492,330 46.5%  186,019,413 46.6%

santander seguros s.A. (2)  7,241 0.0%  9,525 0.0%  16,766 0.0%

santander Insurance holding (1)  4,745,084 2.2%  4,125,836 2.2%  8,870,920 2.2%

employees  311,840 0.1%  284,366 0.2%  596,206 0.1%

Members of the Board of directors (*) (*) (*) (*) (*) (*)

Members of the executive Board (*) (*) (*) (*) (*) (*)

other  33,283,259 15.6%  31,758,342 17.1%  65,041,601 16.3%

Total  212,841,732 100.0%  100.0%  399,044,117 100.0%

(1) companies of the santander spain group.
(2) the Merger of shares of santander seguros, mentioned in note 2.c, was carried to mutual participation between santander and santander seguros, which will be eliminated within a maximum 
of one year from the extraordinary general
Meeting which approved and the Merger of shares, as provided rules in force.
(*) none of the members of the Board of directors and the executive Board holds 1.0% or more of any class of shares.
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2009 2008

Assets
(Liabilities)

Income
(Expenses)

Assets
(Liabilities)

Income
(Expenses)

Cash and Cash Equivalents  295,448  -  307,695  - 

Banco santander, s,A, - espanha  294,539  -  307,426  - 

other  909  -  269  - 

Interbank Investments  16,602,586  1,594,576  8,229,944  48,350 

Aymoré cfI  15,282,350  1,543,283  -  - 

Banco santander, s,A, - espanha  993,768  2,463  3,419,411  23,911 

Abbey national treasury services Plc  -  2,487  4,674,000  9,437 

Banco Real  -  -  -  3,604 

sB leasing  -  5,892  121,755  10,590 

other  326,468  40,452  14,778  808 

Securities and Derivatives  27,848,575  2,534,502  6,022,769  6,208,378 

santander leasing  26,950,695  1,599,649  -  - 

santander Benelux, s,A,, n,v,  891,133  489,345  1,472,414  5,565,713 

ABn leasing  -  241,835  -  - 

Banco Real  -  -  662,968  134,823 

sB leasing  -  305,221  3,858,112  429,471 

other  6,747  (101,548)  29,275  78,371 

Dividends and Bonuses Receivables  265,588  -  394,846  - 

santander seguros  187,504  -  -  - 

santander leasing  47,422  -  -  - 

santander cct  14,058  -  20,789  - 

RcI leasing  4,948  -  -  - 

AAB dois Par  -  -  193,856  - 

santander Participações  -  -  168,028  - 

other  11,656  -  12,173  - 

Trading  251  -  18,865  - 

Banco santander, s,A, - espanha  251  -  18,865  - 

Foreign Exchange Portfolio  6,051,576  293,559  2,546,422  - 

Banco Real  -  -  217,717  - 

Banco santander, s,A, - espanha  6,051,576  293,559  1,924  - 

santander Benelux, s,A,, n,v,  -  -  2,326,781  - 

Receivables from Affiliates  393,385  2,563,889  130,597  70,459 

santander seguros  375,215  -  115,720  1,078 

santander capitalização  4,021  31,329  3,054  35,054 

sB ctvM  -  -  3,728  28,744 

santusa holding, s,l,  -  2,360,208  -  - 

Aymoré cfI  -  14,375  -  - 

santander Asset  -  -  147  3,505 

Banco santander, s,A, - espanha  102  114,004  1,924  - 

other  14,047  43,973  6,024  2,078 

d) Related-Party transactions

transactions among the entities of santander are carried 

out under usual market rates and terms, comparable to 

those applied in transactions with unrelated parties. 

the principal transactions and balances are as follows:
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2009 2008

Assets
(Liabilities)

Income
(Expenses)

Assets
(Liabilities)

Income
(Expenses)

Other Receivables - Other  107,972  17,890  148,955  8,015 

Brazil foreign diversified Payment Rights finance company  106,749  -  147,982  - 

santander capitalização  1,203  1,141  918  - 

Banco santander, s,A, - espanha  -  15,990  -  7,900 

other  20  759  55  115 

Deposits  (34,003,663)  (2,801,602)  (5,159,398)  (499,376)

santander leasing  (20,728,417)  (1,285,645)  -  - 

Aymoré cfI  (11,450,555)  (724,792)  -  - 

Banco Bandepe  (1,289,935)  (117,176)  -  - 

santander cct  (139,199)  (16,663)  (82,534)  (12,988)

ABn leasing  -  (258,784)  -  - 

Banco Real  -  -  (613,167)  (192)

sB leasing  -  (282,089)  (3,658,948)  (415,655)

santander Participações  -  (23,757)  (593,257)  (46,248)

other  (395,557)  (92,695)  (211,492)  (24,293)

Repurchase Commitments  (768,025)  (47,882)  (3,773,720)  (94,307)

Real fdo Inv, Mult, santillana cred, Privado  (192,139)  (7,922)  -  - 

IsBAn Brasil s,A, - Altec  (112,134)  (4,337)  -  - 

fundo de Investimento Multimercado Menorca crédito Privado  (106,490)  -  -  - 

sB consórcios  (96,953)  (5,217)  -  - 

santander cct  (80,879)  (685)  (117,485)  (10,654)

Real chP s,A,  (57,917)  -  -  - 

Produban Informática  (43,138)  (3,053)  -  - 

Webmotors s,A,  (29,990)  (3,016)  -  - 

Banco Bandepe  (29,670) 1  -  - 

AAB dois Par  -  (2,282)  -  - 

ABn AMRo Real Administradora de consórcio ltda,  -  (8,339)  -  - 

Banco Real  -  -  (3,656,235)  (81,611)

cBss  -  (4,821)  -  - 

Real corretora de seguros s,A,  -  (4,853)  -  - 

santander seguros  -  (1,904)  -  - 

other  (18,716)  (1,456)  -  (2,042)

Securities and Derivatives  (108,231)  (2,648)  -  - 

Banco santander, s,A, - espanha  (108,231)  (2,648)  -  - 

Borrowings and Onlendings  (3,180,270)  (176,360)  (3,493,865)  (51,739)

Banco santander, s,A, - espanha  (2,633,465)  (164,203)  (2,213,063)  (12)

Abbey national Beta Investments limited  (387,616)  (1,869)  -  - 

santander overseas Bank, Inc - Puerto Rico  -  (9,062)  (1,153,129)  (50,406)

other  (159,190)  (1,225)  (127,673)  (1,321)

Derivatives  (982,307)  (857,522)  (3,062,122)  (6,198,065)

santander Benelux, s,A,, n,v,  (957,392)  (810,317)  (1,434,703)  (5,906,458)

Abbey national treasury services Plc  (24,028)  (20,539)  -  (18,615)

Banco Real  -  -  (1,587,175)  (196,810)

other  (887)  (26,667)  (40,244)  (76,182)

Foreign Exchange Portfolio  (6,015,609)  (227,281)  (201,284)  - 

Banco santander, s,A, - espanha  (6,015,609)  (227,281)  -  - 
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2009 2008

Assets
(Liabilities)

Income
(Expenses)

Assets
(Liabilities)

Income
(Expenses)

Banco Real  -  -  (201,284)  - 

Dividends and Bonuses Payables  (1,288,556)  -  (1,352,252)  - 

sterrebeeck B,v,  (730,728)  -  (784,892)  - 

grupo empresarial santander, s,l,  (537,312)  -  (567,344)  - 

other  (20,516)  -  (16)  - 

Payables to Affiliates  (11,036)  (84,583)  (12,163)  (1,292)

Banco santander, s,A, - espanha  (8,755)  (700)  (12,075)  (289)

Microcrédito  (1,593)  (19,283)  -  - 

Aymoré cfI  (459)  -  -  - 

Ingeniería de software Bancario, s,l,  -  (19,564)  -  - 

Produban servicios Informáticos generales, s,l,  -  (14,289)  -  - 

Aquanima Brasil ltda,  -  (22,239)  -  - 

universia Brasil s,A,  -  (2,299)  -  - 

santander Brasil Asset  -  (3,220)

other  (229)  (2,989)  (88)  (1,003)

Other Payables - Other  (3,038,807)  (304,167)  (1,840,265)  (291,972)

Brazil foreign diversified Payment Rights finance company  (1,371,588)  (52,285)  (1,816,289)  (65,403)

Banco santander, s,A, - espanha  (1,667,219)  (197,147)  -  - 

Ingeniería de software Bancario, s,l,  -  (1,125)  (14,479)  (19,857)

IsBAn Brasil s,A,  -  -  (6,368)  (95,552)

Produban Informática  -  -  (45)  (82,519)

santander Investment securities Inc,  -  (44,757)  -  - 

Altec, s,A, - chile  -  (6,103)  -  - 

other  -  (2,751)  (3,084)  (28,641)
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Consolidated

2009 2008

Assets
(Liabilities)

Income
(Expenses)

Assets
(Liabilities)

Income
(Expenses)

Cash and Cash Equivalents  295,448  -  714,127  - 

Banco santander, s,A, - espanha  294,539  -  713,858  - 

other  909  -  269  - 

Interbank Investments  993,768  4,949  8,216,392  33,348 

Banco santander, s,A, - espanha  993,768  2,463  3,542,392  23,911 

Abbey national treasury services Plc  -  2,487  4,674,000  9,437 

other  -  -  -  - 

Securities and Derivatives  897,352  386,528  1,501,689  5,644,084 

santander Benelux, s,A,, n,v,  891,133  489,344  1,472,414  5,565,713 

Real fdo Inv, Mult, santillana cred, Privado  5,739  (182,833)  -  - 

fundo de Investimento Multimercado Menorca de crédito Privado  480  60,282  -  - 

Abbey national Plc  -  17,702  417  - 

other  -  2,033  28,858  78,371 

Trading  251  -  18,865  - 

Banco santander, s,A, - espanha  251  -  18,865  - 

Foreign Exchange Portfolio  6,051,576  293,559  2,872,705  - 

Banco santander, s,A, - espanha  6,051,576  293,559  545,924  - 

santander Benelux, s,A,, n,v,  -  -  2,326,781  - 

Receivable from Affiliates  102  2,487,029  125,237  44,032 

Banco santander, s,A, - espanha  102  114,004  1,924  7,900 

santander capitalização  -  12,597  3,054  35,054 

santander seguros  -  213  115,720  1,078 

santusa holding, s,l,  -  2,360,208  -  - 

other  -  6  4,539  - 

Other Receivables - Other  106,788  16,794  147,982  7,900 

Brazil foreign diversified Payment Rights finance company  106,749  -  147,982  - 

Banco santander, s,A, - espanha  13  15,990  -  7,900 

other  26  804  -  - 

Deposits  (19)  (11,940)  (120,400)  (10,374)

fundo de Investimento Multimercado Menorca de crédito Privado  (3)  (11,940)

IsBAn Brasil s,A,  -  -  (73,153)  (7,445)

Produban Informática  -  -  (35,438)  (2,654)

santander seguros  -  -  (8,094)  - 

other  (16)  -  (3,715)  (275)

Repurchase Commitments  (298,630)  (7,922)  -  - 

Real fdo Inv, Mult, santillana cred, Privado  (192,139)  (7,922)  -  - 

fundo de Investimento Multimercado Menorca de crédito Privado  (106,490)

other  -  -  - 

Securities Issued Abroad  (108,231)  (2,648)  -  - 

Banco santander, s,A, - espanha  (108,231)  (2,648)  -  - 

Borrowings and Onlendings  (3,180,270)  (176,360)  (5,471,056)  (552,897)

Banco santander, s,A, - espanha  (2,633,465)  (164,203)  (4,071,725)  (439,379)

Abbey national Beta Investments limited  (387,616)  (1,869)

Banco santander, s,A, - chile  (1,783)  -  (4,287)  (50,838)

santander overseas Bank, Inc - Puerto Rico  -  (9,062)  (1,153,129)  (50,406)

other  (157,406)  (1,225)  (241,915)  (12,274)
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Consolidated

2009 2008

Assets
(Liabilities)

Income
(Expenses)

Assets
(Liabilities)

Income
(Expenses)

Derivatives  (981,908)  (854,627)  (1,667,390)  (6,183,306)

santander Benelux, s,A,, n,v,  (957,392)  (810,317)  (1,468,981)  (5,915,518)

Abbey national treasury services Plc  (24,028)  (20,539)  -  (18,615)

Banco santander, s,A, - espanha  -  -  (160,648)  (204,622)

other  (488)  (23,772)  (37,761)  (44,551)

Foreign Exchange Portfolio  (6,015,609)  (227,281)  (502,063)  (135,865)

Banco santander, s,A, - espanha  (6,015,609)  (227,281)  (502,063)  (135,865)

Dividends and Bonuses Payables  (1,392,078)  -  (1,352,252)  - 

sterrebeeck B,v,  (739,683)  -  (784,892)  - 

grupo empresarial santander, s,l,  (570,414)  -  (567,344)  - 

santander Insurance holding, s,l,  (81,701)  -  -  - 

other  (281)  -  (16)  - 

Payables to Affiliates  (9,096)  (58,527)  (12,163)  (1,292)

Banco santander, s,A, - espanha  (9,096)  (700)  (12,075)  (289)

Ingeniería de software Bancario, s,l,  -  (19,564)  -  - 

Aquanima Brasil ltda,  -  (22,239)  -  - 

Produban servicios Informáticos generales, s,l,  -  (14,289)  -  - 

other  -  (1,734)  (88)  (1,003)

Other Payables - Other  (3,038,807)  (304,033)  (1,844,660)  (291,972)

Brazil foreign diversified Payment Rights finance company  (1,371,588)  (52,285)  (1,816,289)  (65,403)

santander Investment securities Inc,  -  (44,757)  -  - 

Banco santander, s,A, - espanha  (1,667,219)  (197,147)  -  - 

Altec, s,A, - chile  -  (6,103)  (4,395)  (2,837)

Ingeniería de software Bancario, s,l,  -  (1,125)  (14,479)  (19,857)

Aquanima Brasil ltda,  -  -  -  (16,095)

IsBAn Brasil s,A,  -  -  (6,368)  (95,552)

Produban Informática  -  -  (45)  (82,519)

universia Brasil s,A,  -  -  -  (2,237)

other  -  (2,616)  (3,084)  (7,472)

3862009 AnnuAl RePoRt BR gAAP fInAncIAl stAteMents 



Bank Consolidated

2009 2008 2009 2008

Revenue from Services Provided  3,963,143  3,045,357  5,277,294  4,250,300 

lending operations  302,673  701,118  390,837  738,818 

Insurance  720,276  572,753  890,011  696,635 

Income from fund Management  712,296  538,072  894,636  707,639 

credit cards  928,667  439,872  1,208,103  796,904 

check Account services  282,477  188,492  312,205  219,786 

securities Brokerage and Placement services  137,756  42,119  322,689  196,925 

Receiving services

collection  339,094  152,645  393,606  229,437 

Bills, taxes and fees  97,374  62,339  114,025  84,980 

guarantees Provided  203,648  108,297  219,749  123,192 

others  238,882  239,650  531,433  455,984 

Income from Banking Fees  1,487,663  669,018  2,102,654  1,123,932 

current Account and fees  919,831  299,972  1,089,368  371,967 

loans  433,481  322,976  801,553  420,257 

others  134,351  46,070  211,733  331,708 

Total  5,450,806  3,714,375  7,379,948  5,374,232 

Bank Consolidated

2009 2008 2009 2008

compensation  2,199,068  1,074,966  2,775,388  1,756,447 

charges  938,731  420,537  1,189,562  720,628 

Benefits  642,742  331,199  801,722  477,655 

training  83,329  25,199  88,393  46,732 

others  5,125  2,190  6,919  3,023 

Total  3,868,995  1,854,091  4,861,984  3,004,485 

27. Income from Services Rendered

28. Personnel Expenses
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Bank Consolidated

2009 2008 2009 2008

outside and specialized services  1,460,144  723,551  1,835,097  1,067,460 

depreciation and Amortization (1)  3,814,828  1,222,932  4,002,472  1,396,401 

Advertising, Promotions and Publicity  464,618  304,550  556,763  527,818 

data Processing  816,973  435,362  1,000,697  757,075 

communications  536,444  256,572  638,817  385,256 

Rentals  383,331  174,380  465,120  261,802 

transportation and travel  280,872  128,669  362,167  200,533 

security services  230,674  109,480  268,247  158,262 

Asset Maintenance and upkeep  142,328  82,122  175,478  107,247 

financial system services  305,832  73,318  392,715  184,124 

utilities  116,478  63,086  137,399  85,989 

Materials  78,482  35,045  92,362  55,631 

others  212,245  111,272  273,062  229,289 

Total  8,843,249  3,720,339  10,200,396  5,416,887 

Bank Consolidated

2009 2008 2009 2008

cofIns (tax on revenue)  1,071,907  476,063  1,443,970  642,493 

Iss (service tax)  260,626  161,569  352,669  240,760 

PIs/PAseP  174,195  77,360  232,827  101,855 

others  301,277  78,968  427,711  187,804 

Total  1,808,005  793,960  2,457,177  1,172,912 

Bank Consolidated

2009 2008 2009 2008

Monetary Adjustment of escrow deposits  357,459  208,356  472,817  302,008 

Recovery of charges and expenses  372,864  255,685  485,871  355,283 

Reversal of operating Accruals

tax (note 23,c)  80,170  -    256,902  99,574 

labor (note 23,c)  -    -    3,619  29,405 

civil (note 23,c)  -    -    5,752  19,705 

others  26,645  143,856  136,993  349,363 

Monetary variation  10,611  105,095  14,344  106,535 

dividends and Bonuses  218,616  18,388  20,138  42,274 

others  239,015  64,281  459,842  308,170 

Total  1,305,380  795,661  1,856,278  1,612,317 

29. Other Administrative Expenses

30. Tax Expenses

31. Other Operating Income

(1) In 2009, includes goodwill amortization of R$2,808,885 in the Bank and R$2,876,821 in the consolidated (2008 - R$570,857 in Bank and consolidated) note 18.
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Bank Consolidated

2009 2008 2009 2008

operating Accruals

labor (note 23.c)  1,679,080  781,798  1,778,097  1,023,187 

civil (note 23,c)  681,496  214,313  777,888  310,885 

tax (note 23,c)  189,804  75,953  372,843  112,085 

other (1)  995,201  46,616  1,080,410  52,937 

credit cards  312,243  158,402  406,722  232,358 

Actuarial losses - Pension Plan (note 35,a)  98,866  109,407  98,866  109,407 

Monetary losses  98,000  27,149  108,446  27,606 

legal fees and costs  100,657  40,491  115,341  40,506 

serasa/sPc (credit Reporting Agency)  49,702  41,785  65,189  41,799 

Interest on sale of Right to Receipt of future flow of Payment 
orders from Abroad (2)  (89,997)  557,157  (89,997)  557,157 

Impairment of Assets (3)  848,601  11,362  848,599  74,262 

Brokerage fees  35,068  28,764  42,248  28,912 

commissions  16,402  5,718  33,023  25,246 

Iof (taxes on Banking transactions)  15,097  16,945  15,268  17,043 

others  589,698  194,441  1,006,639  450,714 

Total  5,619,918  2,310,301  6,659,582  3,104,104 

Bank Consolidated

2009 2008 2009 2008

gain on sale of Investments (1)  3,596,175  3,199  3,944,247  90,847 

gain on sale of other Assets  (24,407)  16,403  (24,773)  16,838 

Reversal (Recognition) of Allowance for losses on other Assets  60,170  8,416  52,196  10,462 

expense on Assets not in use  (32,042)  (28,434)  (32,468)  (28,466)

capital losses  (2,700)  (34,442)  (15,663)  (52,728)

other (expenses) Income  188,853  (18,293)  203,600  (25,367)

Total  3,786,049  (53,151)  4,127,139  11,586 

32. Other Operating Expenses

33. Nonoperating (Expenses) Income

(1) Includes accrued expenses related to the operating and commercial integration of the activities of Banco Real.
(2) In 2009, includes foreign exchange gains from the appreciation of the Brazilian real of R$159,161 (2008 – expense of R$497,969).
(3) In 2009, includes a provision for impairment losses over the purchase of contracts for provision of banking services in the amount of R$818,843. this impairment was recognized due to: (i) 
change in the law of the portability of current accounts which allowed customers to choose the bank which they want to receive their salaries; (ii) reduction on the market value of contracts for 
provision of banking services; and (iii) the contracts termination experience.

(1) In 2009, includes R$3,544 million in Bank and R$3,891 million in consolidated of gain on sale of investments of visanet, cBss, tecban, serasa and BMf&Bovespa stock exchange (note 16). In 
2008, includes R$81 million in Bank and consolidated of gain on partial sale of investments of Bovespa and BM&f.
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Bank Consolidated

2009 2008 2009 2008

Income Before Taxes, Net of Profit Sharing  2,480,126  1,275,797  3,753,163  1,264,481 

Profit sharing  (730,097)  (451,911)  (854,398)  (639,172)

Interest on capital  (825,000)  (480,000)  (832,634)  (486,608)

unrealized Profits  -  -  (4,707)  (39,709)

Income Before Taxes  925,029  343,886  2,061,424  98,992 

Total Income and Social Contribution Tax at the Rates of 25% 
and 15%, Respectively (1)  (370,012)  (137,554)  (824,570)  (39,597)

equity in subsidiaries  864,110  411,589  67,435  2,256 

Reserve for Maintenance of Integrity of stockholders’ equity  57,282  330,951  76,377  330,951 

nondeductible expenses and Provisions (2)  6,211  (36,888)  32,620  (19,110)

exchange variation - foreign Branches  (615,733)  113,584  (634,492)  640,515 

effect of Income and social contribution taxes on Prior year’s 
temporary differences  136,556  128,287  157,440  128,801 

effects of change in Rate of 9% (1)  (8,336)  (92,793)  67,409  (87,878)

other Adjustments  (18,915)  (158)  18,395  17,403 

Income and social contribution taxes  51,163  717,018  (1,039,386)  973,341 

34. Income and Social Contribution Taxes

(1) Provisional Act 413 was issued on January 3, 2008 (converted into law 11727, of June 23, 2008), which established, among other provisions, an increase in social contribution on net income 
(csll) from 9 to 15 percent for financial institutions and insurance and capitalization entities. the Provisional Act became effective on May 1, 2008. for the other companies the social contribution 
tax rate is 9%.
(2) Includes the tax effects related to the cash payments of lawsuits claiming of tax and previdencial debits in the application of law 11,941/2009.
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35. Pension Plan

a) supplemental Pension Plan

the Bank and its subsidiaries sponsor private pension 

entities and plans for the purpose of providing retirement 

and pension benefits that supplement those provided by go-

vernment, as defined in the basic regulations of each plan.

I) Banesprev -fundo Banespa de seguridade social 
(Banesprev)

Plan I: fully defrayed by the Bank, covers employees hired 

on or after May 22, 1975, and those hired by May 22, 1975 

who are also entitled to death benefits.

Plan II: effective July 27, 1994, when the new text of the 

statutes and Basic Regulations of Plan II came into effect, 

Plan I participants who opted for the new plan began 

contributing 44.9% of the funding rate established by the 

actuary for each period.

Plan v: fully defrayed by the Bank, covers employees hired 

on or after May 22, 1975.

supplemental Pension Plan: was created in view of the 

privatization of Banespa and is managed by Banesprev. this 

Plan, effective January 1, 2000, is provided only to em-

ployees hired until May 22, 1975.

Plan III: covers employees hired on or after May 22, 1975, 

previously enrolled in Plans I and II. In this plan, contribu-

tions are made by both the sponsor and participants.

Plan Iv: covers employees hired on or after november 27, 

2000, in which the sponsor contributes only to risk benefits 

and administrative costs.

II) sanprev -santander Associação de Previdência (sanprev)

Plan I: was established on september 27, 1979 as a defined 

benefit plan for employees of plan sponsors, and has been 

in the process of discontinuance since July 1, 1996.

Plan II: provides a risk coverage, temporary supplemental 

pension, disability retirement, lump-sum death benefit, su-

pplemental sick pay and birth grant, for employees of plan 

sponsors and is funded exclusively by the sponsors through 

monthly contributions corresponding to 1.16% (2008 

-1.16%)of the total payroll, structured as a defined benefit 

plan. Monthly contributions are apportioned as follows: 

0.28% (2008 -0.28%) for risk benefits and 0.88% (2008 

-0.88%) for the administrative program.

Plan III: provides period-certain annuity and monthly life 

annuity for employees of contributing sponsors and is 

structured as a defined contribution plan, whereby contri-

butions are freely made by participants starting at 2% of 

the contribution salary.

III) holandaprevi: defined contribution plan. In June 2009, 

the holandaprevi Pension Plan offered to the employees of 

the santander group -the contribution to which is shared 

by the employee and the company -was redesigned. ho-

landaprevi is a private pension entity engaged in providing 

social security benefit plans which are supplementary to 

the government social security plan, in accordance with 

prevailing legislation.

Iv) Previban: defined benefit plan, managed by Previban 

-Previdência Privada Paraiban, sponsored by Banco Real, 

whose participants are the former employees of Banco da 

Paraíba s.A. - Paraiban. this plan is closed to new entrants 

and is in process of withdrawal of sponsoring.

v) Bandeprev: defined benefit plan, sponsored by Banco 

Bandepe and Banco Real, managed by Bandeprev -Bandepe 

Previdência social. the plans are divided into basic plan and 

special plan, with different eligibility requirements, con-

tributions and benefits by subgroups of participants. Both 

plans are closed to new entrants. As a result of the spin-off 

of Banco de Pernambuco plan Real social s.A. – Bandepe’s 

operations and subsequent merger into Banco Real., the 

employees of Bandepe were transferred to Banco Real on 

May 1, 2006.

vI) other: Banco santander s.A. and subsidiary companies 

are the sponsor of pension plans for associated employees, 

structured as defined benefit plans.
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2009

Banesprev Sanprev

Plan V Other Plans Plan I and II

Reconciliation of Assets and Liabilities

Present value of Actuarial obligations  6,856,080  5,697,026  74,500 

fair value of Plan Assets  (6,496,849)  (5,376,566)  (140,487)

Adjustments for Allowed deferrals:

unrecognized Actuarial losses  (56,703)  (913,119)  (5)

unrecognized Actuarial gains  -  140,866  17,853 

Net Actuarial Asset at December 31, 2009 (1)  -  (491,130)  (48,139)

Net Actuarial Liability at December 31, 2009  302,528  39,337  - 

Payments Made  (48,312)  (34,337)  (770)

expenses Recorded  20,682  22,304  - 

Actual Return on Plan Assets  288,524  457,163  16,069 

2009

Other Plans Holandaprevi (2) Bandeprev

Reconciliation of Assets and Liabilities

Present value of Actuarial obligations  302,396  2,475  883,545 

fair value of Plan Assets  -  (2,451)  (1,223,946)

Adjustments for Allowed deferrals:

unrecognized Actuarial losses  (116,964)  (358)  - 

unrecognized Actuarial gains  -  767  179,403 

Net Actuarial Asset at December 31, 2009 (1)  -  -  (160,998)

Net Actuarial Liability at December 31, 2009  185,432  433  - 

Payments Made  (35,752)  (140)  (1,794)

expenses Recorded  55,642  238  - 

Actual Return on Plan Assets  -  607  215,113 

determination of liabilities (Assets) net Actuarial
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2008

Plan v
Banesprev

other Plans
sanprev

Plans I and II other Plans

Reconciliation of Assets and Liabilities

Present value of Actuarial obligations  4,426,941  4,399,796  65,099  210,080 

fair value of Plan Assets  (4,279,276)  (4,400,960)  (133,608)  - 

Adjustments for Allowed deferrals:

unrecognized Actuarial losses  -  (471,424)  -  (44,538)

unrecognized Actuarial gains  182,493  57,406  26,430  - 

Net Actuarial Asset at December 31, 2009 (1)  -  (446,315)  (42,079)  - 

Net Actuarial Liability at December 31, 2009  330,158  31,133  -  165,542 

Payments Made  (37,929)  (29,376)  (741)  (31,284)

expenses Recorded  52,644  13,874  -  42,889 

Actual Return on Plan Assets  969,273  518,233  10,498  - 

2008

fasass (3) holandaprevi Bandeprev Previban (4)

Reconciliation of Assets and Liabilities

Present value of Actuarial obligations  490,414  4,514  856,310  27,140 

fair value of Plan Assets  (482,739)  (3,989)  (1,065,155)  (27,140)

Adjustments for Allowed deferrals:

unrecognized Actuarial losses  (19,030)  (689)  -  (118)

unrecognized Actuarial gains  -  730  86,787  - 

Net Actuarial Asset at December 31, 2009 (1)  (11,355)  (122,058)  (118)

Net Actuarial Liability at December 31, 2009  -  566  -  - 

Payments Made  -  (94)  (112)  - 

expenses Recorded  -  93  -  3 

Actual Return on Plan Assets  7,931  438  104,531  3,081 

(1) As provided for in article 49, item “g” of cvM Resolution 371/2000, the above surplus was not recorded in the financial statements of Banco santander s.A.
(2) In June 2009, as a result of the change in the plan with contributions shared by e/s and the company, were recorded for the new defined contribution plan of holandaprevi R$231, correspon-
ding to R$1,982 in assets, R$1,899 as actuarial obligation, and R$314 as deferral adjustments.
(3) In June, 2009, after the approval of the supplementary Pension Plan secretariat (sPc), the individual reserves of defined benefit and variable contribution private pension plans, under the 
responsibility of fundação América do sul de Assistência e seguridade social (fAsAss), were transferred to the private pension plan company which is not a member of the santander group. the 
purpose of this operation is to offer to the assisted members and beneficiaries the option of receiving a benefit equivalent to that of the PgBl (pension plan similar to a life insurance), in view 
of the cancellation of the sponsorship by the Bank, approved by sPc on february 27, 2009. for the members who joined the new plans (PgBls), Banco santander transferred R$26,963, with 
financial settlement in July 2009, to form the Mathematical Reserve for Benefits granted.
(4) In March de 2009, the withdrawal of Previban sponsoring was completed with the settlement of R$213 in actuarial obligations.

Recorded amounts related to defined contribution Plans amounted to R$3,126 (2008 - R$3,236) in the Bank and R$3,142 

(2008 - R$30,325) in the consolidated.
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b) Main Actuarial Assumptions

Actuarial Assumptions Adopted 

nominal discount rate for actuarial obligation:

  Banesprev - Plan v and other Plans - 11.1% (2008 - 16.5%).

 Banesprev - supplementary pension plan - 11.1% 

(2008 - 14.9%).

 sanprev Plans- 11.8% (2008 - 12.5%).

  Bandeprev, holandaprevi and Previban - 11.1% (2008 - 

10.3%).

expected rate of return on plan assets:

  Banesprev - Plan I - 12.1% (2008 - 16.5%).

  Banesprev - Plan II - 12.5% (2008 - 16.5%).

 Banesprev - Plan III - 12.5% (2008 - 16.5%).

 Banesprev - Plan Iv - 10,6% (2008 - 16.5%).

  Banesprev - supplementary pension plan - 11.1% 

(2008 - 14.9%).

  Banesprev - Plan v - 10.8% (2008 - 16.5%).

 Plan sanprev - 10.6%. (em 2008 - 10.6%).

 Bandeprev - 10.0% (2008 - 12.1%), holandaprevi 9.68% 
and Previban - 11.68% (Previban and holandaprevi in 2008 - 

11.8%).

estimated long-term inflation rate rate:

  sanprev - All plans - 4.2% (2008 - 4.0%).

 Banesprev, Bandeprev and holandaprevi - 4.2% (2008 - 4.0%).

  Previban - 4.0% (2008 - 4.0%)

estimated salary and benefit increase rate:

  Banesprev - Plans I to v and other Plans - 4.72% (2008 - 

4.0%).

  Bandeprev and holandraprevi - 4.72% (2008 - 5.04%)

  Previban - null growth as they do not have active participants.

general mortality biometric table and estimated salary  

and benefit increase

  Banesprev, sanprev, holandaprevi, Bandeprev and other plans - 

At-2000.

 Previban - uP-94 segregated by gender

disability biometric table and disability mortality table:

  Banesprev, sanprev, holandaprevi and Previban - Mercer disabi-

lity Mortality table.

  Bandeprev - Mercer disability Mortality table.

expected turnover table

  Banesprev - Plan v (0.1/length of service +1) up to 50 years 

of age.

  Banesprev - Plans I to Iv - 2.0%.

  Banesprev - supplementary pension plan and other plans - 0%.

  sanprev - null.

  holandaprevi segregated by age according to the rates below, 
by minimum wage (MW) cohorts: up to 10 MWs – 10% to 9%; 
from 10 MWs up to 20 MWs – 9% to 8%; and above 20 MWs - 
8% to 7%. (2008, MWs: up to 10MWs - from 10% to 7%; from 
10MWs up to 20MWs - from 9% to 6%; and above 20MWs - 

from 8% to 5%).

  Bandeprev follows the cohorts: up to 10 MWs =0.45/(length of 
service+1); from 10 MWs to 20 MWs=0.30/( length of service 

+1); and above 20 MWs=0.15/(length of service +1).

  Previban and sanprev have null turnover table, as they do not 

have active participants.

  Probability of retirement: 100% on the first eligibility event.
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c) health and dental care Plan

c.1) cabesp - caixa Beneficente dos funcionários do Banco 
do estado de são Paulo s.A.

the Bank contributes to cabesp, an entity that covers 

health and dental care expenses of employees hired until 

Banespa privatization in 2000.

2009 2008

Reconciliation of Assets and Liabilities

Present value of Actuarial obligations  3,595,279  2,413,184 

fair value of Plan Assets  (3,581,040)  (2,803,139)

Adjustments for Allowed deferrals:

unrecognized Actuarial losses  (329,510)  - 

unrecognized Actuarial gains  -  223,864 

Net Actuarial Asset (Liability), December 31  (315,271)  (166,091)

Payments Made  37,496  37,113 

expenses Recorded  -  14,184 

Actual Return on Plan Assets  898,748  131,143 

c.2) holandaprevi’s retirees

holandaprevi’s retirees’ health care plan is a lifetime benefit 

and receives a subsidy of 30% of the basic plan cost from 

the sponsor, payable only to beneficiaries entitled to the 

benefits through december 31, 2002. costing is made 

directly by the sponsor.

c.3) former employees of Banco Real (retiree by circulares)

the health care plan of the former employees of Banco Real is 

a lifetime benefit and receives a subsidy of 90% of the basic 

plan cost from the sponsor.

c.4) Bandeprev’s retirees

the health care plan of Bandeprev’s pension plan beneficia-

ries is a lifetime benefit, for which the Bank is responsible 

for defraying 50% of the benefits of employees retired 

before the date the sponsor Banco Bandepe was privatized 

and 30% of the benefits of employees retired after privati-

zation.

c.5) officer with lifetime benefits (lifetime officers)

lifetime health care benefit granted to former officers of 

Banco sudameris Brasil s.A. who held an officer position 

at Banco sudameris Brasil s.A. for a period of 10 years or 

more (closed group). With the merger of Banco sudameris 

Brasil s.A., later merger of Banco Real, Banco santander 

became responsible for ensuring the benefit.

c.6) life insurance for Banco Real’s retirees (life Insurance)

life insurance policy for former employees of Banco Real. 

upon the death of the beneficiary, his/her dependent 

receives a lump-sum death benefit and, upon the death of 

the beneficiary’s spouse, the beneficiary receives 50% of 

such amount. Banco subsidizes 45% of the total premium 

(closed group).

c.7) free clinic

the health care plan “free clinic” is a lifetime plan offered 

to the retirees who have contributed to fundação sudame-

ris for at least 25 years and is funded by the users. the plan 

is offered only for hospitalization in wards.

c.8) Plasas

voluntary health plan, created on July 1, 1989, supplemen-

tary to the health care plan and only for cases of hospita-

lization. It includes a reserve made up by participants’ and 

fasass’ contributions, which are suspended since August 

1999. the Plan is closed to new entrants since July 1999.
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2009

holandaprevi
Retiree by

circulars
life

Insurance

Reconciliation of Assets and Liabilities

Present value of Actuarial obligations  3,924  74,198  3,046 

Adjustments for Allowed deferrals (not recognized):

unrecognized Actuarial losses  (148)  -  (64)

unrecognized Actuarial gains  -  11,762  - 

Net Actuarial Liability as of December 31, 2009  3,776  85,960  2,982 

Payments Made  (558)  (1,708)  (409)

expenses Recorded  -  7,380  657 

2008

holandaprevi
Retiree by

circulars
life

Insurance

Reconciliation of Assets and Liabilities

Present value of Actuarial obligations  3,613  75,016  3,402 

Adjustments for Allowed deferrals (not recognized):

unrecognized Actuarial losses  -  -  (668)

unrecognized Actuarial gains  1,963  5,272  - 

Net Actuarial Liability as of December 31, 2008  5,576  80,288  2,734 

Payments Made  (337)  (717)  (127)

expenses Recorded  73  2,385  98 

Actual Return on Plan Assets  -    -    -   

2009

Plasass Bandeprev
lifetime
 officers 

free
clinic

Reconciliation of Assets and Liabilities

Present value of Actuarial obligations  4,291  74,871  2,713  107,236 

fair value of Plan Assets  (102,410)  -  -  - 

Adjustments for Allowed deferrals

unrecognized Actuarial losses  -  -  (115)  (4,987)

unrecognized Actuarial gains  10,933  29,271  -  - 

Net Actuarial Asset at December 31, 2009  (87,186)  -  -  - 

Net Actuarial Liability at December 31, 2009  (87,186)  104,142  2,598  102,249 

Payments Made  -  (3,178)  (210)  - 

expenses Recorded  -  10,609  -  11,158 

Actual Return on Plan Assets  10,634  -  -  - 
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2008

Plasass Bandeprev
lifetime
 officers 

free
clinic

Reconciliation of Assets and Liabilities

Present value of Actuarial obligations  2,999  101,676  2,343  109,242 

fair value of Plan Assets  (91,938)  -  -  (2,492)

Adjustments for Allowed deferrals (not recognized):

unrecognized Actuarial losses  -  (4,965)  -  (15,658)

unrecognized Actuarial gains  12,394  -  899  - 

Net Actuarial Asset at December 31, 2008  (76,545)  -  -  - 

Net Actuarial Liability as of December 31, 2008  -  96,711  3,242  91,092 

Payments Made  -  (998)  (78)  - 

expenses Recorded  -  3,606  99  1,173 

Actual Return on Plan Assets  7,940  -  -  5 

d) stock-based compensation

(i) Plan I-06

In 2004, santander created a long-term incentive plan for 

its executives (I06), linked to the attainment of two goals 

related to the controlling stockholder’s shares: apprecia-

tion of share price and growth of earnings per share. the 

conditions to receive the income were met and the variable 

compensation was paid from January 15, 2008 to January 

15, 2009, at the price of €9.09 per stock option

(ii) long-term incentive policy

he meeting of the Board of directors’ of santander spain, 

held on March 26, 2008, approved the long-term incentive 

policy intended for the executives of Banco santander spain 

and the santander group companies (except Banesto). this 

policy provides for compensation tied to the performance of 

the stock of santander spain, as established in the Annual 

stockholders’ Meeting.

Among the plans of Banco santander spain, santander 

executives in Brazil already participate in the stock Plan 

tied to goals: multiyear plan paid in shares of Banco 

santander spain. this plan’s beneficiaries are the executive 

officers and other members of top Management, as well as 

any other group of executives appointed by the executive 

Board or the executive committee. this plan involves three-

year cycles for the delivery of shares to the beneficiaries, so 

that each cycle is started within a year, and starting 2009, 

ends in the following year. the purpose is to establish an 

appropriate sequence between the end of the incentive 

program, tied to the previous plan, I-06, and the successive 

cycles of this plan. Accordingly, the first two cycles started 

in July 2007, with the first cycle lasting two years (Plan I09) 

and the other cycles lasting three years, on average (Plan 

I10 and Plan 011).

A maximum number of shares in each cycle is established 

for each beneficiary that continued to work in the group 

during the plan. the goals whose attainment determine the 

number of shares granted, are defined by comparing the 

group’s performance with the Benchmark group’s perfor-

mance (financial institutions) and are related to two para-

meters: total Return to the stockholder (RtA) and earnings/

Benefit per share (BPA) growth.

each of these parameters has a weight of 50% in the 

determination of the percentage of shares to be granted. 

the number of shares to be granted is determined in each 

cycle by the goal attainment level on the third anniversary 

of the start of each cycle (except the first cycle, for which 

the second anniversary will be considered).
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number of
shares

euros 
exercise Price

date of
commencement

of exercise Period

date of
expiry of exercise

Period

Plans Outstanding at 31 December 2006  6,032,700 9,09 15-Jan-08 15-Jan-09

options granted (Plan I09)  834,332 - 23-Jun-07 31-Jul-09

options granted (Plan I10)  1,243,355 - 23-Jun-07 31-Jul-10

options cancelled, net (Plan I06)  (113,700) 9,09 15-Jan-08 15-Jan-09

Plans Outstanding at 31 December 2007  7,996,687 

options exercised (Plan I06)  (4,657,550) 9,09 15-Jan-08 15-Jan-09

options granted (Plan I11)  2,311,231 - 15-Jan-08 31-Jul-11

Plans Outstanding at 31 December 2008  5,650,368 -

options cancelled (Plan I06)  (1,261,450) - 15-Jan-08 15-Jan-09

exercised options (Plan I09)  (681,767) - 23-Jun-07 31-Jul-09

cancelled options (Plan I06)  (152,565) - 23-Jun-07 31-Jul-09

options granted (Plan I12)  455,008 - 01-Jul-09 31-Jul-12

Plans Outstanding at 31 December 2009  4,009,594 

Plans Outstanding at 31 December 2009

Plan I10  1,243,355 23-Jun-07 31-Jul-10

Plan I11  2,311,231 15-Jan-08 31-Jul-11

Plan I12  455,008 01-Jul-09 31-Jul-12

Total  4,009,594 

daily pro rata expenses were recorded in the amount of R$18,563 (2008 - R$19,446) in the Bank and R$19,893  

(2008 - R$19,646) in the consolidated, referring to initial costs in respective granting dates for each cycle above mentioned.
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36. Risk Management Structure

santander operates according to global policies, classified 

based on the risk appetite of the santander group in spain, 

aligned with the objectives in Brazil and worldwide, taking 

into consideration the guidance of the Board of directors 

and in compliance with Bacen regulations and good inter-

national practices, to hedge capital and ensure the profita-

bility of business. When conducting its business, santander 

is mainly exposed to the following risks:

  credit risk is the possibility of loss stemming from the total 
or partial failure of customers or counterparties to meet their 
financial obligations to the Bank. the objective of credit risk 
management is to provide insights to define strategies and set 
limits, covering the analysis of exposures and trends, as well as 

the efficiency of the credit policy.

 Market risk is the exposure to risk factors such as interest rates, 
foreign exchange rates, commodity prices, equity prices, and other 
amounts depending on the type of product, transaction volume, 
contract terms and conditions, and underlying volatility. Market 
risk management uses practices that include measuring and 
monitoring the use of limits previously set in internal committees, 
the value at risk of portfolios, the sensitivities to fluctuations in 
interest rates, foreign exchange exposure, liquidity gaps, among 
other practices that permit monitoring risks that might impact the 
portfolio positions in the different marketplaces where the Bank 

operate.

  operational risk is the risk of loss resulting from inadequate 
or failed human resources, processes or systems, or any other 
adverse market situations. the objective of operational risk ma-
nagement and control is to ensure the internal control system 

efficiency, prevent, mitigate and reduce risk events and losses.

  compliance risk is the exposure to legal or regulatory sanctions, 
material financial loss, or damages to the Bank reputation as 
a result of failure to comply with relevant laws, regulations, 
principles and rules, standards and codes of conduct. complian-
ce risk management has a proactive focus on this risk, including 

monitoring, education, and communication.

  Reputational risk is the exposure arising from negative public 
opinion, irrespective of whether this opinion is based on facts 
or merely on public perception. Reputational risk is managed 
through the involvement of the right business owner with the 

right clients.

Risk management is based on the following 
principles:

  Independence of the risk function from the business areas;

  support for business in achieving commercial goals by main-
taining the independence of the Risk vice President’s division. 
the organizational structure that manages risk is adapted to the 
commercial structure and ensures business and risk managers 

cooperate;

  collective decision-making (including at the branch level), which 
ensures a variety of opinions are heard and results not based on 

decisions made solely by individuals;

  use of tools for internal rating and scoring, such as return on 
risk-adjusted capital (RoRAc), value at Risk (vaR), economic 

capital, analysis of extreme scenarios, etc.;

  global focus through an integral treatment of all risk factors 
in all business units, and the utilization of economic capital as 
a homogeneous metric for the risk exposure and the basis for 

measuring management; and

 set and achieve medium-low risk profiles as a target, and 
maintain their low volatility and predictable nature through: (i) 
a high degree of risk diversification by limiting concentrations 
in customers, groups, industries, products and geographies; (ii) 
reducing the degree of complexity in market activity, and (iii) 
continuous tracking of risks to prevent possible deterioration of 

portfolios.

  Analyzing the social and environmental risks of businesses and 

projects financed by the Bank.
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Corporate Governance of the Risk Function

the risk committee framework of santander Brazil is set 

based on corporate risk standards and have the following 

responsibilities set out in weekly meetings:

  ensure to the Bank’s management that local policies are 

implemented and followed consistently with existing 

corporate standards;

  Authorize the local management tools and risk models, 

as well as be familiar with the results of the internal 

validation;

  ensure that santander Brasil’s actions are consistent with 

the risk tolerance level previously decided by the santan-

der group in spain;

 Know, assess and monitor the observations and recom-

mendations periodically formulated by the supervisory 

authorities in discharging their functions;

  Resolve transactions that are beyond the powers delega-

ted to lower management bodies, as well as the global 

limits of preclassification of corporate groups or in relation 

to exposures by classes of risk.

the executive Risk committee delegates some of its powers 

to the risk committees, which are structured by business 

line and type and class of risk. the risk function at the 

santander Brasil is performed through an executive Risk 

unit, which is independent from the business areas from 

both a hierarchical and a functional standpoint, and reports 

directly to the ceo of santander Brasil and the chief Risk 

officer of the santander group in spain.

the executive Risk unit is divided into:

  A control and methodology structure, which adapts the risk 
policies, methodologies and control systems. this structure 
consists of several units organized by type of risk (solvency 

risk,market risk, and methodology).

  A business structure focused on the performance and the 
integration of the risk management function in the santander 
Brasil´s retail, corporate and global Wholesale Bank businesses, 
credit recovery, and social and environmental risks. Additionally, 
there is the governance and Regulation unit, which guarantees 
the Risk Management role is being successfully done and the 

adequacy of the regulatory framework.

Credit Risk Management

santander develop credit Risk Management policies and 

strategies based on processes conducted by several func-

tions with the power to set operating limits, and reduce and 

control risk. 

As mentioned, the functions responsible for credit risk 

management allow for an appropriate validation of the 

internal systems and procedures used in credit risk mana-

gement. these systems and procedures are applied to the 

identification, measurement, control, and mitigation of 

exposure to credit risk, by individual transaction or aggrega-

te of similar transactions.

the specialization of risk function is organized on the basis 

of the type of customer to distinguish between customers 

under individualized management and standardized custo-

mers.

  customers under individualized management: includes 

wholesale banking customers, financial institutions, and 

certain companies. Risk management is conducted by 

an expert risk analyst, basically on account of the risk 

assumed, backed up by tools to support decision-making 

based on internal risk assessment models.

  standardized customers: include individuals and compa-

nies not classified as individual customers. Management 

of these risks is based on automated decision-making 

and internal risk assessment models, backed up, when the 

model is not comprehensive or accurate enough, by teams 

of analysts specialized in each type of risk.

collection of documentation and information necessary 

for a comprehensive analysis of the risk involved, the 

identification of the decision-maker, the counterparty, the 

risk involved in the transactions, the classification of the 

risk level into different categories, credit granting, periodic 

assessments of risk levels; these procedures are applied 

by the Bank to determine the volumes of guarantees and 

allowances necessary so that lending transactions are 

conducted according to existing standards and with the 

necessary security. Policies, systems and procedures used 

are reassessed annually to ensure they are consistent with 

the risk management requirements and current market 

scenarios.
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the profile of the credit risk assumed by us is typified by 

customer diversification and the large volume of retail 

transactions. Macroeconomic aspects and market condi-

tions, as well as industry and geographical concentration, 

customer profiling, and economic prospects are also 

assessed and considered for the appropriate measurement 

of the credit risk.

a) Rating Models

santander use own internal rating models to measure a 

customer’s or a transaction’s credit quality. each rating cor-

responds to a certain probability of default or nonpayment 

determined from the historical experience of the institution, 

except for some portfolios typified as low default portfolios. 

the Bank have around 50 internal rating models for risk 

admission and monitoring.

lending transactions are classified into different categories, 

according to economic and financial situation criteria and 

other registry information, actual decrease in transaction 

risk, and delays in compliance of contractual financial 

obligations. new types of transactions are submitted to 

credit risk assessment and in terms of compliance with the 

controls adopted by the Bank.

the ratings awarded to customers are periodically 

reviewed, incorporating new financial information and 

experiences in the development of the banking relation. 

the frequency of the reviews increases in the case of 

customers who reach certain levels in the automated 

warning systems and in those classified as “special 

watch”. santander’s proprietary rating tools are also 

reviewed so that their accuracy can be fine-tuned.

b) losses and credit cost

santander prepare loss estimates related to the credit risk 

and periodically conduct the comparison of actual losses 

with previously estimates. Previous and periodic analyses 

are made to keep control over up-to-date credit risk and 

create exceptions or renegotiate certain transactions, and 

it is also possible to increase guarantee required when 

necessary.

In addition to using the models, other regular measures are 

employed which provide prudent and effective management 

of credit risk based on the loss observed. santander’s cost 

of credit is measured by using different indicators, such as 

changes in nonperforming loans under recovery, allowance 

for loan losses, and net write-offs.

Risk management reports are made available to manage-

ment to verify its alignment with the Bank’s policies and 

strategies. It makes simulations of risk situations to assess 

the need to review the Bank’s previously set policies and 

limits.

All information on the risk management structure and pro-

cedures is maintained at santander available to Bacen.

Information on credit risk management is quarterly made 

available to the public, in the financial statements, to meet 

the information transparency criterion.

c) credit Risk cycle

the risk control function obtains an overall vision of the 

credit portfolio throughout the different risk cycle stages 

to supplement the management process, using a sufficient 

level of detail to allow assessing the current risk status and 

possible changes. the process begins at senior management 

level, through the Board of directors and the Risk commit-

tee, which establishes the risk policies and procedures, and 

the limits and delegations of powers, and approves and 

supervises the scope of action of the risk function.

the risk management process consists of identifying, 

measuring, analyzing, controlling, negotiating and making 

decisions on the risks incurred in the Bank’s operations.

the risk cycle consists of three different stages:

(i) Presale: this phase includes the risk planning and target 

setting processes, determination of the Bank’s risk appetite, 

approval of new products, risk analysis and credit rating 

process, and limit setting;

(ii) sale: this is the decision-making phase for both pre-

classified and specific transactions; and 

(iii) Post-sale: this phase comprises the risk monitoring, me-

asurement and control processes and the recovery process.
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Risk Limit Planning and Setting

Risk limit setting is a dynamic process that identifies the 

Bank’s risk appetite by assessing business proposals and 

the attitude to risk. this process is defined in the global risk 

limit plan, an agreed-upon comprehensive document for 

the integrated management of the balance sheet and the 

inherent risks, which establishes risk appetite on the basis 

of the various factors involved.

the risk limits are founded on two basic structures: custo-

mers/segments and products.

for individualized risks, customers represent the most basic 

level, for which individual limits are established (pre-classi-

fication).

for large corporate groups a pre-classification model, 

based on an economic capital measurement and monito-

ring system, is used. As regards the corporate segment, a 

simplified pre-classification model is applied for customers 

meeting certain requirements (thorough knowledge, rating, 

etc.).

In the case of standardized risks, the risk limits are planned 

and set using the credit management programs (Pgc), a 

document agreed upon by the business areas and the risk 

units and approved by the risk committee or its delegated 

committees, which contains the expected results of tran-

sactions in terms of risk and return, as well as the limits 

applicable to the activity and the related risk management.

Risk Analysis

Risk analysis is a prerequisite for the approval of loans to 

customers by the Bank. this analysis consists of examining 

the counterparty’s ability to meet its contractual obligations 

to the Bank, which involves analyzing the customer’s credit 

quality, its risk transactions, its solvency and the return to 

be obtained in view of the risk assumed.

the risk analysis is conducted with a pre-established fre-

quency or every time a new customer or transaction arises. 

Additionally, the credit rating is examined and reviewed 

whenever a warning system is triggered or an event affec-

ting the counterparty/transaction occurs

Transaction Decision-making

the purpose of the transaction decision-making process 

is to analyze transactions and adopt resolutions thereon, 

taking into account the risk appetite and any transac-

tion elements that are important in achieving a balance 

between risk and return.

the Bank uses, but not limited to, the RoRAc (return on 

risk-adjusted capital) methodology for risk analysis and 

pricing in the decision-making process on transactions and 

deals.

Risk Monitoring and Control

In addition to the tasks performed by the Internal Audit 

division, the executive Risk unit has a specific risk moni-

toring function for adequate credit quality control, which 

consists of local and global teams to which specific resour-

ces and persons in charge have been assigned.

this monitoring function is based on an ongoing process 

of permanent observation to enable early detection of any 

incidents that might arise in the evolution of the risk, the 

transactions, the customers and their environment, and the 

adoption of mitigating actions. the risk monitoring function 

is specialized by customer segment.

for this purpose a system called “special surveillance 

firms” (feve) has been designed that distinguishes four 

categories based on the degree of concern raised by the 

circumstances observed (extinguish, secure, reduce and 

monitor). the inclusion of a company in the feve system 

does not mean that there has been a default event, but 

rather that it is deemed advisable to adopt a specific policy 

for this company by assigning a person in charge and to set 

the policy implementation period. customers classified as 

feve are reviewed at least every six months, or every three 

months for those classified in the most severe categories. 

A company is classified as feve as a result of the monito-

ring process itself, a review performed by Internal Audit, a 

decision made by the sales manager responsible for that 

company or the triggering of the automatic warning system.

the awarded rating is reviewed at least annually, but should 

any weakness be detected, or depending on the rating 

itself, more frequent reviews are performed.

for exposures to standardized customers, the key indicators 

are monitored in order to detect any variance in the perfor-

mance of the loan portfolio with respect to the forecasts 

contained in the credit management programs.
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d) Risk control

supplementing the management process, the risk control 

function obtains a global view of the Bank’s loan portfolio, 

through the various phases of the risk cycle, with a level 

of detail sufficient to permit the assessment of the current 

situation of the exposure and any changes therein.

Any changes in the Bank’s risk exposure are controlled on 

an ongoing and systematic basis against budgets, limits and 

benchmarks, and the impacts of these changes in certain 

future situations, both of an exogenous nature and those 

arising from strategic decisions, are assessed in order to 

establish measures that place the profile and amount of the 

loan portfolio within the parameters set by the Bank.

the risk control function is performed by assessing risks 

from various complementary perspectives, the main pillars 

being control by geographical location, business area, ma-

nagement model, product and process, thus facilitating the 

detection of specific areas warranting action and for which 

decisions have to be made.

e) credit Recovery

the loan recovery process uses tools such as behavioral 

scoring to study the performance of collection in certain 

groups in an attempt to decrease costs and increase 

recoveries. customers that will probably make the payment 

are classified as low risk and increased focus in given to 

maintaining a healthy relation with these customers. custo-

mers whose payments are less than probable are classified 

as high risk and are regularly monitored as regard payment. 

All customers with past-due payments or rescheduled loans 

have internal restrictions.

the collection strategies are changed according to the 

number of days past-due. In the first days of default (less 

than 90 days past-due), the collection department deploys 

a more intensified collection model, creating different 

strategies, with closer monitoring. the tools used during 

this stage are call centers, collection letters, and the branch 

network for the purpose of recovering the customers. 

however, if a customer is more than 90 days past due, the 

focus is aimed at the recovery of cash owed by outsourcing 

the collection efforts with outside agencies, which are paid 

a commission on any recovered amounts.

f) other Information

(i) the management, monitoring and control of the regu-

latory capital under the Basel II standardized Approach 

is based on the follow-up of the adequacy of regulatory 

capital with the assumed credit risk.

(ii) the terms and conditions and the features of financial 

assets sale or transfer transactions are analyzed so that 

their assessment and classification are consistent with the 

substantial retention of risks and rewards.

(iii)  the annual report, available at www.santander.com. br, 

contains a more detailed description of the control structu-

re, methodologies and systems.
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37. Supplementary Information -Reconciliation 
of the Bank’s Shareholders’ Equity and  
Net Income

2009 2008

Shareholders’ equity attributed to the parent under Brazilian GAAP  64,492,693  48,756,557 

IfRs adjustments, net of taxes:

Pension discount rate e  (174,218)  (179,343)

classification of financial instruments at

fair value through profit or loss f  19,440  43,675 

Redesignation of financial instruments

to available-for-sale a  555,104  552,854 

Impairment on loans and receivables b  960  (234,300)

Accounting under equity method c  (15,078)  (5,970)

deferral of financial fees, commissions and inherent costs

  under effective interest rate method g  217,205  174,116 

Reversal of goodwill amortization and others h  3,424,772  376,766 

Mark to market of foreign currency forward i  (30,186)  (11,069)

Impairment of other financial assets j  31,773  32,200 

Impairment losses on non financial assets d  17,439  1,542 

Realization on purchase price adjustments k  727,101  315,992 

other  (1,601)  8,179 

Shareholders' equity attributed to the parent under IFRS  69,265,405  49,831,199 

Minority interest under IfRs  1,338  5,279 

Shareholders’ equity (including minority interest) under IFRS  69,266,743  49,836,478 

2009 2008

Net income attributed to the parent under Brazilian GAAP  1,805,899  1,580,613 

IfRs adjustments, net of taxes:  

Pension discount rate e  5,125  6,966 

classification of financial instruments at  

fair value through profit or loss f  (6,687)  34,015

Redesignation of financial instruments

to available-for-sale a  (15,243)  49,260 

Impairment on loans and receivables c  -    (16,897)

Accounting under equity method  

deferral of financial fees, commissions and inherent costs g  43,089  (39,716)

  under effective interest rate method h  3,030,122  376,766 

Reversal of goodwill amortization and others b  235,260  27,720 

Mark to market of foreign currency forward i  (19,117)  (11,069)

Impairment of other financial assets j  (427)  32,200 

Impairment losses on non financial assets d  15,897  13,332 

Realization on purchase price adjustments k  411,109  315,992 

other  2,579  9,213 

Net income attributed to the parent under IFRS  5,507,606  2,378,395 

Minority interest under IfRs  358  231 

Net income (including minority interest) under IFRS  5,507,964  2,378,626 
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a) Redesignation of financial instru-
ments to available-for-sale

under BR gAAP, the Bank accounts for certain investments 

in debt securities at amortized cost and equity instru-

ments at cost. under IfRs, the Bank has classified these 

investments as available-for-sale, measuring them at fair 

value with the changes recognized in other comprehensive 

income, under the scope of IAs 39 “financial Instruments: 

Recognition and Measurement”

b) Impairment on loans and receivables

under IfRs, based on the guidance provided by IAs 39 

“financial Instruments: Recognition and Measurement”, 

the Bank estimates the allowance for loan losses based on 

historical experience of impairment and other circumstan-

ces known at the time of assessment, as further discussed 

in note 5.b.. such criteria differs in certain aspects, to the 

criteria adopted under BR gAAP (*), which uses certain 

regulatory limits defined by the BAcen for purposes of 

allowance for loan losses calculation.

c) Accounting under equity method

under Brazilian gAAP, investments in certain associates 

are accounted for at cost, as they do not meet the criteria, 

under these accounting principles, to be accounted for 

using the equity method. such criteria include total owner-

ship of at least 10% and the relevance of the investment in 

the associate in relation to the investor’s total equity. under 

IfRs, in accordance with IAs 28 “Investments in Associa-

tes”, an investment in an associate which the investor has 

significant influence, even if less than 20% of ownership, 

is accounted for using the equity method of accounting. In 

accordance to Resolution cMn no. 3.619, BR gAAP has 

been amended to converge with the guidance provided by 

IAs 28.

d) Impairment losses on non financial assets

under BR gAAP, impairment losses on certain tangible 

assets relating to the Bank’s branches were recognized 

during the year ended december 31, 2008 as a result of 

the adoption of cPc 01, “Reduction in the Recoverable 

value of Assets.” cPc 01 changed the methodology used 

in BR gAAP to converge to IfRs (IAs no. 36, “Impairment 

of Assets.”). Prior to the issuance of cPc 01, the Bank 

(*) Accounting standard adopted by the BAcen and cvM.

grouped together certain branch assets when evaluating 

for recoverability. under IfRs, the Bank evaluates these 

assets for impairment at the level of each individual branch, 

in which for the Bank represents a cash generating unit in 

accordance with IAs 36 “Impairment of Assets”.

e) Pension plan discount rate

under BR gAAP, the discount rate used for benefit obli-

gations reflects the nominal interest rate. under IfRs, in 

accordance with IAs 19 “employee Benefits”, the rate 

used to discount post-employment benefit obligations was 

determined by reference to market yields at the end of the 

reporting period on high quality bonds.

f) classification of financial instruments at fair value 
through profit or loss

under BR gAAP, all loans and receivables and deposits 

are accounted for at amortized cost. under IfRs, the Bank 

designated certain loans and receivables and deposits as 

“fair value thought profit or loss”, in accordance with IAs 

39 “financial Instruments: Recognition and Measurement”. 

the Bank has selected such classification basis as it elimi-

nates an accounting mismatch in the recognition of income 

and expenses.

g) deferral of financial fees, commissions and inherent costs 
under effective interest rate method

under IfRs, in accordance with IAs 39 “financial Instru-

ments: Recognition and Measurement”, financial fees, 

commissions and inherent costs that are integral part of 

effective interest rate of financial instruments measured 

at amortized cost are recognized in profit or loss over the 

term of the corresponding contracts. under BRgAAP these 

fees and expenses are recognized directly at income when 

received or paid.
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h) Reversal of goodwill amortization and others

under BR gAAP, goodwill is amortized systematically over 

a period of up to 10 years and the goodwill recorded is 

measured annually or whenever there is any indication that 

the asset may be impaired. under IfRs, in accordance with 

IAs 38 “Intangible Assets”, goodwill is not amortized, but 

instead, is tested for impairment, at least annually, and 

whenever there is an indication that the goodwill may be 

impaired; by comparing its recoverable amount with its 

carrying amount.

i) Mark to Market of foreign currency forward

under IfRs, in accordance with IAs 39 “financial Instru-

ments: Recognition and Measurement”, foreign currency 

forward contracts are derivatives that are recorded at fair 

value. under BR gAAP, these contracts are recorded at 

amortized cost.

j) Impairment of other financial assets

under IfRs, the Bank estimated the impact of accounting 

for allowance other assets, which is different, in certain 

aspects, to the criteria adopted under BR gAAP

k) Realization on purchase price adjustments

As part of the purchase price allocation, following the 

requirements of IfRs 3, the Bank has revalued its assets 

and liabilities to fair value, including identifiable intangi-

ble assets with finite lives. under BR gAAP, in a business 

combination, the assets and liabilities are not remeasured 

to their related fair values. therefore, this adjustment relates 

to the following items: 

the amortization related to the step up in the value of 

assets in the loan portfolio in relation to its book value: 

As the value of the loans were adjusted to fair value, this 

causes an adjustment to the yield curve of the related loans 

in comparison to its nominal value, which is offset pro-rata 

with this adjustment.

the amortization of the identified intangible assets with 

finite lives over their estimated useful lives (over 10 years)

38. Other Information

a) the co-obligations and risks on guarantees provided on 

behalf of customers, recorded in memorandum accounts, 

amounted to R$20,967,370 in the Bank and consolidated 

(2008 R$17,331,203 in the Bank and R$25,513,294 in the 

consolidated).

b) total shareholders’ equity of investment funds managed 

by santander is R$98,407,143 (2008 -R$80,402,046) and 

total shareholders’ equity of managed investment funds is 

R$111,674,754 (2008 -R$90,244,821).

c) the insurance contracted by the Bank effective as of 

december 31, 2009, with bankers’ blanket insurance, fire, 

vehicles and other risks coverage, amounts to R$1,349,209 

in the Bank and consolidated (2008 -R$650,667 in the 

Bank and R$1.419.096 in the consolidated).

In bankers’ blanket insurance, an insurance was contracted 

with coverage value of R$204,423 in the Bank and consoli-

dated (2008 -R$145,539 in the Bank and R$227,832 in the 

consolidated), and may be used on a standalone basis or 

jointly provided that it does not exceed the contracted amount.

d) Restricted operations were as follows:

Bank Bank/Consolidated

Assets (Liabilities) Income (Expenses)

2009 2008 2009 2008

Restricted Operations on Assets

lending operations  43,209  20,636  3,144  2,057 

Liabilities - Restricted Operations on Assets 

deposits  (43,209)  (20,636)  (3,098)  (2,047)

Net Income  46  10 
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there are no default operations or court challenges regar-

ding restricted operations on assets or funds raised to be 

used in these operations.

e) obligation offset and settlement agreements

  cMn Resolution 3263/2005 – the Bank has an obligation offset 

and settlement agreement within the ambit of national financial 

institutions (sfn), entered into with individuals and legal entities 

which may or may not be members of sfn, resulting in improved 

assurance of financial settlement, with the parties with which 

it has this type of agreement. these agreements establish that 

payment obligations with the Bank, arising from loans and 

derivative transactions, in case of default of the counterparty, 

will be offset against payment obligations of the Bank with the 

counterparty.

f) other obligations

  the Bank rents properties, mainly used for branches, based 

on a standard contract which may be cancelled at its own 

criterion and includes the right to opt for renewals and 

adjustment clauses, classified as operating lease. total 

future minimum payments of non-cancelable operating 

leases as of december 31, 2009 is R$1,077,586, of which 

R$314,250 matures in up to 1 year, R$686,885 from 1 

year to up to 5 years and R$76,451 after 5 years. Payment 

of operating leases recognized as expenses for the period 

were R$304,366

Monthly rental contracts will be adjusted on an annual 

basis, as per prevailing legislation, at IgPM variation. the 

lessee is entitled to unilaterally rescind the agreement, at 

any time, without paying fines, encumbrances or penalties, 

through a written communication to the lesser upon 30 

days prior notice, without prejudice to rent payment and 

charges due until then

g) employee Benefit Plans

 the Board of directors Meeting held on december 23, 

2009, aproved and decided to submit to approval in the 

extraordinary shareholders Meeting to be held on february 

3, 2010: (i) the Purchase option Plan for certificate of 

depositary shares (“units”), to certain managers and ma-

nagerial employees of the Bank and subsidiaries thereby, as 

per article 5, paragraph 4 of the Bank´s By-laws; and (ii) the 

long-term Incentive Plan -Investment in units, the purpose 

of which is the payment of resources, in cash, by the Bank 

to certain collaborators, including managers, managerial 

employees and other employees of the Bank and subisidia-

ries thereby

39. Subsequent Events

a) Association with getnet

on January 14, 2010, the Bank signed the contractual and 

by-law documents instruments with getnet tecnologia em 

captura e Processamento de transações eletrônicas hua 

ltda. (“getnet”) to jointly explore, explore, develop and 

market transaction capture and processing services invol-

ving credit and/or debit cards in the Brazilian market. the 

details of this alliance and its business plan will be presen-

ted by the end of the first quarter.

b) Anticipated Redemption of subordinate cdB

on January 22, 2010, the Bank redeemed in advance 

the subordinate cdB (bank certificate of deposit), 

whose creditor was Banco santander espanha, with 

original maturity on March 25, 2019 and amounting to 

R$1,507,000, pursuant to authorization granted by the 

central Bank of Brazil on January 8, 2010.

the purpose of the antecipated redemption was to improve 

the funding structure of the Bank, accordingly to the 

strategy informed in the use of proceeds of the “final 

global offering Prospect for the Initial Public offering of 

certificates of deposit shares (units) Issuance of Banco 

santander (Brasil) s.A”. (note 1).
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About the Report

the santander Annual Report is a portrayal of the economic, 
social and environmental performance of the bank in 2009, a 
year in which we completed various stages of the merger with 
Banco Real and held the largest initial public offering ever in the 
country. for the first time, the publication follows the guidelines 
proposed by ABRAscA - Associação Brasileira das companhias 
Abertas (the Brazilian Association of Publicly-owned companies) 
and those of the global Reporting Initiative (gRI), a global ben-
chmark for sustainability reports. We used the gRI g3 guidelines 
and the gRI sector supplement for the financial sector, and we 
believe it corresponds to application level A+. the report also 
contains the initiatives related to the principles of the united 
nations global compact, in which the bank has participated 
since 2007.

the information and the results presented in this report encom-
pass the companies belonging to santander up until 2009, and 
the quantitative data refers to the period between 1 January 
and 31 december. Possible omissions due to insufficient or 
inconsistent collected data are cited in explanatory notes in 
the respective graphs and tables. As this is the first document 
in gRI format the bank has published in Brazil, significant 
alterations, limitations or improvements that might affect the 
comprehension of the data have not been featured. 

the process for surveying indicators of sustainability for this 
report was based on the one used by Banco Real in 2007 and 
the information mapped in 2008, when we published a joint 
report on the activities of  both santander and Banco Real. In 
2009, we created a new information matrix to meet gRI g3 and 
financial sector supplement requirements.

the information was collected by the cfo sustainable develop-
ment department of the Institutional Management Reporting of 
the cfo executive vice Presidence . for this purpose, a system 
was developed to standardize the survey process, the reception 
and availability of the data and information for auditing purposes. 
corporate information systems for the verification of the data 
were also used.

As we are dealing with an integrated reporting process involving 
an intensive internal learning process, the challenge was to 
maintain the historical consistency of the data, in order to reflect 
the performance of the new organization. henceforth, we will 
seek opportunities for improving indicators, especially in the diffe-
rent areas of the financial sector. We intend to further develop our 
process of incorporating indicators of sustainability into our daily 
business management.

the structured definition of materiality is a requirement we aim to 
achieve in future editions. the issues that would be given priority 
were discussed and defined internally, in a way that mirrored 
the main challenges and progress of the financial market and 
specifically of the diffusion of sustainable practices during the 
process of integration with Banco Real. the gathering of informa-
tion followed the journalistic pattern of interviews and the final 
version was approved by the internal areas. nevertheless, we 
realize that the information is subject to a degree of uncertainty, 
as a result of limitations that still exist regarding the measure-
ment and verification of data and forecasts. We have made a 
note in the respective indicators in cases where these limitations 
might affect the assessment of our results. furthermore, certain 
indicators have not been divulged for reasons of strategy or 
confidentiality.

looking to improve the process for drawing up future reports,  
we are aware that there is still much to do regarding the 
identification of opportunities for improving our  stakeholders. 
this necessity has been included in projects to be implemented 
throughout 2010.

At the end of the process, all the information contained in  
the publication was submitted for the approval of the executive 
directors in charge, the members of the executive committee  
and the Investor Relations and legal departments. deloitte 
touche tohmatsu reviewed the reliability of this report in relation 
to gRI g3 indicators and their limited socioambiental assurance 
letter may be found on page 438.
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GRI Application Level

the santander annual report meets the requirements for gRI ap-
plication level A+, in accordance with the parameters highlighted 
in the table below:

Report Application Levels

C C+ B B+ A A+

Report content
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re
d

the same as 
requirement 

for level B

Re
po

rt 
ex

te
rn

al
ly 

as
su

re
d

g3 Ma-
nagement  
Approach 

disclosures

not Required

Information on 
the management 

approach for each 
indicator category

Management 
approach 

disclosures for 
each indicator 

category.

g3 Per-
formance 
Indicators 

and sector 
supplement 
Performance 

Indicators

Respond to a mini-
mum of 10 perfor-
mance indicators, 
including at least 
one from each of: 
social, economic 

and environment.

Respond to a 
minimum of 20 

performance indi-
cators, including 

at least one from 
each of: economic, 

environment, hu-
man rights, labor, 

society, product 
responsibility.

Respond to 
each core g3 

and sector 
supplement 

indicator, with 
due regard to 

the materiality 
principle by 

either:  repor-
ting on the 

indicator or (b) 
explaining the 
reason for its 

omission. 

2002
in 

Accordance
C C+ B B+ A A+

Mandatory
self

declared

Re
po

rt 
ex

te
rn

al
ly 

 A
ss

ur
ed

Re
po

rt 
ex

te
rn

al
ly 

As
su

re
d

Re
po

rt 
ex

te
rn

al
ly 

As
su

re
d

optional

third
Party

checked

gRI
checked
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gRI content Index
Profile Indicators

1 stRAtegy And AnAlysIs PÁgInA

1.1 declARAtIon of the chAIRMAn 8 e 11

1.2 descRIPtIon of the MAIn IMPActs, RIsKs And oPPoRtunItIes. 8 e 11

2 oRgAnIzAtIonAl PRofIle 
2.1 nAMe of the oRgAnIzAtIon. 13

2.2 PRoducts And seRvIces, IncludIng BRAnds. 45

2.3 oPeRAtIonAl stRuctuRe. 13

2.4 locAtIon of the oRgAnIzAtIon’s heAdQuARteRs. 13; 120 

2.5 countRIes And RegIon the oRgAnIzAtIon oPeRAtes In. 13

2.6 nAtuRe of oWneRshIP And legAl foRM. 13

2.7 MARKets seRved 13

2.8 sIze of the oRgAnIzAtIon 4; 13

2.9 chAnges duRIng the PeRIod coveRed By the RePoRt. 3; 8 ;11; 308

2.10 AWARds ReceIved In the PeRIod coveRed By the RePoRt. 49; 51; 57

3 PARAMeteRs foR the RePoRt
3.1 PeRIod coveRed By the RePoRt 411

3.2 dAte of PRevIous RePoRt 411

3.3 RePoRtIng cycle 411

3.4 contAct detAIls foR QueRIes RegARdIng the RePoRt And Its contents. contRA cAPA

3.5 defInItIon of the content of the RePoRt (theMes, PRIoRItIes, stAKeholdeRs) 411

3.6 lIMIts of the RePoRt 411

3.7 sPecIfIc lIMItAtIons RegARdIng the scoPe oR lIMIt of the RePoRt 411

3.8 BAsIs foR RePoRt In RelAtIon to otheR fAcIlItIes thAt MIght hAve A sIgnIfIcAnt effect 
      on the coMPARABIlIty BetWeen PeRIods And/oR oRgAnIzAtIons. 411

3.9 dAtA MeAsuRIng technIQues And BAses foR cAlculAtIon. 411

3.10 RefoRMulAtIon of InfoRMAtIon contAIned In PRevIous RePoRts. 411

3.11 sIgnIfIcAnt chAnges coMPARed to PRevIous yeARs (scoPe And/oR MeAsuReMents). 411

3.12 tABle shoWIng WheRe InfoRMAtIon In the RePoRt cAn Be found. 2; 411

3.13 cuRRent PolIcy And PRActIce WIth RegARd to seeKIng eXteRnAl AssuRAnce foR the RePoRt. 438

4 goveRnAnce, coMMItMent And engAgeMent
4.1 goveRnAnce stRuctuRe of the oRgAnIzAtIon. 19

4.2 PResIdency of the goveRnAnce gRouP 19

4.3 PeRcentAge of dIRectoRs Who ARe IndePendent, non-eXecutIve 20

4.4 MechAnIsMs foR shAReholdeRs to MAKe RecoMMendAtIons to the BoARd of dIRectoRs 31

4.5 RelAtIonshIP BetWeen coMPensAtIon And the PeRfoRMAnce of the oRgAnIzAtIon.  

the executive compensation policy is designed to support 
the strategy of the organization, and strives to ensure the 

following premises: 
•to guarantee the interests of the shareholders and the 

stakeholders are aligned; 
•to recognize the meritocracy and the individual contri-
butions to the fulfillment of the objectives and business 

strategies established by the Board of directors;
•to promote the good performance of the bank and to 
guarantee the shareholders’ interests, by means of the 

long-term commitment of the members of the executive 
Board;

•to develop the professional careers of team members; and 
•to maintain the competitiveness of the company’s 

compensation policies when compared to the main compe-
tition, aiming to retain key executives.

Always adhering to strict principles of risk management, 
the santander management compensation policy has 

proven to be a decisive factor both in the success of the 
bank and in avoiding excessive risk-taking behavior. 

the relationship between executive compensation and 
the company’s performance is strategic information and 

consequently not published.
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4.6 PRocesses In foRce In the hIghest goveRnAnce Body. 19; 31

4.7 QuAlIfIcAtIons of the MeMBeRs of the hIghest goveRnAnce Body. 20

4.8 declARAtIon of MIssIon And vAlues, codes of conduct And InteRnAl PRIncIPles. 17; 32

4.9 ResPonsIBIlItIes foR the IMPleMentAtIon of econoMIc, envIRonMentAl And socIAl PolIcIes. 19; 39

4.10 PRocesses foR the self-AssessMent of develoPMent (econoMIc, envIRonMentAl And socIAl) 19

4.11 eXPlAnAtIon of If And hoW the oRgAnIzAtIon APPlIes the PRIncIPle of PRecAutIon. 82

4.12 PRIncIPles And/oR otheR InItIAtIves develoPed eXteRnAlly. 420

4.13 PARtIcIPAtIon In AssocIAtIons 27; 47

engAgeMent of stAKeholdeRs
4.14 lIst of the stAKeholdeR gRouPs engAged By the oRgAnIzAtIon. 98

4.15 BAsIs foR the IdentIfIcAtIon And selectIon of stAKeholdeRs to engAge WIth. 98; 101

4.16 APPRoAches foR engAgIng stAKeholdeRs 101; 102

4.17 conceRns RAIsed By the engAgeMent of stAKeholdeRs 101; 102

dMA MAnAgeMent APPRoAch
dMA dIsclosuRe on MAnAgeMent APPRoAch ec 82

dMA dIsclosuRe on MAnAgeMent APPRoAch en 120

dMA dIsclosuRe on MAnAgeMent APPRoAch lA 101

dMA dIsclosuRe on MAnAgeMent APPRoAch hR 104

dMA dIsclosuRe on MAnAgeMent APPRoAch so 106; 110

dMA dIsclosuRe on MAnAgeMent APPRoAch PR 42
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Performance Indicators
ECONOMIC PERFORMANCE

EC1: direct economic value generated and distributed, including 
revenues, operating costs, employee compensation, donations 
and other community investments, retained earnings and 
payments to capital providers and governments.

financial statements, page 293.

EC2: financial implications and other risks and opportunities for 
the organization’s activities due to climate change.

santander is aware of the importance of climate change in its 
activities and of the need for market influence and leadership on 
the issue for a low carbon economy. some of the main activities 
carried out with this in mind are:

1. Inventory of greenhouse gas emissions – after the merger with 
santander, the new organization decided to conduct the group’s 
inventory from 2009 onward. Based on its inventories, the bank 
adopted a strategy for compensating part of its emissions by 
means of the floresta Real project, which includes the recupera-
tion of native forest, water recovery and income generation, as 
well as activities to reduce levels of the largest emitters, such as 
the consumption of electricity and aviation.

2. support to groups involved with climate change – the bank 
sponsors ghg Protocol Brasil and carbon disclosure Brasil, and 
is also founder of empresas pelo clima (ePc).  empresas pelo 
clima is a domestic platform designed to create the regulatory 
bases in the economic adaptation process, offering participants 
guidance and tools for practices of managing greenhouse gas 
emissions and sustainability in business.  As from 2010, the bank 
has entered into a partnership with fibria celulose to participate 
in activities such as the corredor ecológico project.

EC3: coverage of the obligations of the defined benefit pension 
plan offered by the organization.

the private pension plan santander offers its employees is a 
defined contribution model and its objective is to complement 
retirement. the funds are raised on a joint basis between the 
employee and the sponsoring company.

Adhesion to the plan is optional, provided there are statutory or 
employment ties to the sponsoring companies.

In the case of adhesion, employees contribute between 2% and 
9% of their salary and the company makes a counterpart contri-
bution equivalent to 100% to 150% of the employee’s contri-
bution, depending on the length of time the employee has been 
using the plan and with no monetary limit. the plan includes 
benefits for cases of retirement, disability and a death pension. 

EC4: significant financial support received from the government.

santander does not receive financial support from governments. 
some of the social and cultural projects we support take advanta-
ge of laws that make it possible to donate to social and cultural 
projects part of the amount of taxes due. In 2009, the total tax 
benefits used to support projects came to R$ 20,710,400.

Aspect: Market Presence

EC5: Range of ratios of the lowest wage compared to local 
minimum wage at significant locations of operations.

Private pension plan

contributing participants 33,812

Active participants 39,831

users 309

equity (R$ billion) 1,2

Position 
held

Lowest 
wage (R$)

National Mini-
mum Wage (R$)

Lowest wage/
minimum na-

tional wage

clerk 716,31* 465,00 1,54

uses the lowest bank wage for the position of clerk.

EC6: Policies, practices and proportion of spending on locally-
based suppliers at significant locations of operations.

santander does not possess the information concerning the per-
centage of locally-based suppliers.  supplier management is cur-
rently focused on reducing the percentage of overdue payments.

Active Suppliers 

number of active suppliers 2.081

% of overdue payments made in 2009 * 0,65%

*in the amount field we inform the average number of overdue payments made in the 

the introduction of the orion-sAP system and the changes to the 
payment processes of Banco santander in november 2008 and 
Banco Real in february 2009, caused the levels of late payments 
to rise. to minimize the impact on several suppliers, the payment 
processes were amended in the second semester of 2009 and it 
was established that 99% of payments should be made within 
the deadlines from october onward.  the status of the payment 
processes has been published on a monthly basis since July 
2009.  Indicators began to improve in september, with overdue 
payments down to less than 1%.
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the bank holds a series of programs and initiatives on supplier 
relations, focused on the alignment of values and expectations:

 Parceria de valor (A value-Added Partnership): a document 
created to serve as a guide for the relationships between the 
bank and its suppliers and which outlines the main guidelines 
for building and maintaining a partnership that adds value for all 
parties involved. the document was revised and re-edited in 2009 
and the new version was published in december on the santan-
der supplier channel site.

 supplier Management Activities: santander held the event 
“construindo Parceria com fornecedores” in são Paulo which 
attracted leaders of the bank and 87 service managers from 
the main areas, totaling 101 santander participants. the main 
objective of the event was to encourage managers to reflect 
on their role and responsibility in the creation of partnerships 
with suppliers. subsequently, meetings were held with service 
managers to give continuity to the commitments assumed at the 
event. Plans of action were put into motion and divulged on the 
organization’s collaborative network.

 social responsibility and sustainability in suppliers’ documenta-
tion: criteria related to social responsibility were included in the 
review of instructions manuals related to the purchase and hiring 
of santander services and products, in the suppliers records, in 
the hiring of companies and in the purchase of materials and 
equipment. suppliers should also sign a declaration of the non-
employment of child or bonded labor.

 Promotion of diversity in the supply chain: In 2009, santander 
began to operate some work fronts with community suppliers 
from Integrare, a network which seeks to promote efficient 
business purchases from qualified supplier companies from 
social groups that are traditionally discriminated against and 
economically underprivileged. the area of total cost management 
disclosed Integrare at Aquanima, a grupo santander company 
that carries out purchasing activities, identifying suppliers that 
have already been approved on the grupo santander registra-
tion database. Accredited Integrare suppliers were classified by 
purchase sector (e.g.: civil construction companies, marketing, 
technology, others), with the aim of identifying and involving the 
management areas in the project, targeting the future materiali-
zation of business with these companies.

EC7: Procedures for local hiring and proportion of senior mana-
gement hired from the local community at locations of significant 
operation.

santander does not have a policy for hiring people according 
to their place of residence, although the selection of candidates 
from the location of the branches is common practice.

Aspect: Indirect Economic Impacts

EC8: development and impact of infrastructure investments and 
services provided primarily for public benefit, through commercial, 
in-kind or pro bono engagement.

the integration of the social investment practices in 2009 focused 
on capitalizing the best of both banks by potentializing the 
outcomes of the initiatives and strengthening public polices by 
building alliances with governments, businesses and ngos. the 
key investments made for the public benefit during the year 
totalized R$ 88,842,000.

External social investment
Value  

(in thousands of R$)

fight against hunger and food safety 8

culture * 28,627

child and youth Rights 6,470

education 37,804

sports 2,500

Income generation 1,487

other 4,308

health and sanitation 251

valuing of diversity 7,387

total external social investment 88,842

% external social investment over net interest 
income 0.36

*of the total value, R$ 3,277.2 thousands  correspond to media investment  
for the christmas project.

social Performance Indicators

Aspect: Community

S01: natureza, escopo e eficácia de quaisquer programas e práticas 
para avaliar e gerir os impactos das operações nas comunidades

In 2009 santander reinforced its commitment with education not 
only in the communities where the bank operates, but also where 
social indicators indicate that an effective change is required. the 
bank understands that doing things together means engaging 
employees to take action for a cause and encouraging volunteer 
work. By doing so, everybody wins: individuals putting citizenship 
into practice become employees aware of the different audiences 
and take social and environmental aspects into consideration in 
their everyday work, eventually building an organizational culture 
focused on sustainability. 
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Volunteers for the improvement of public education

the Projeto escola Brasil (the PeB) was selected in 2009 as the 
corporate volunteer program by santander. through the volunteer 
action of employees, family members, customers and partners, 
the PeB contributes for the improvement of public education 
by strengthening the school ties with the community it belongs. 
2,028 employees carried out voluntary work in 2009.

the PeB volunteers carry out activities that contribute to the 
improvement of infrastructure, of the management or the school’s 
educational system, developing initiatives focused on: sport and 
recreation, art and culture, entrepreneurship and income genera-
tion, environment and diversity. 

the activities are developed by the volunteer groups together 
with the partner school, and focus on themes considered as 
priorities by the school community. We use the tool Indicators of 
Quality in education (IQe), which ensures a collective diagnosis of 
the quality of the school, and priority activities are defined based 
on the results.

Espaço de Práticas em Sustentabilidade

the espaço de Práticas em sustentabilidade is a program 
designed for sharing information with customers, suppliers and 
society, and is composed of several face-to-face events and a 
website – available at www.santander.com.br/sustentabilidade 
and www.bancoreal.com.br/sustentabilidade. the meetings focus 
on the exchange of experiences and include lectures, workshops 
and technical visits to sustainable enterprises, among other 
activities. the online channel provides basic and detailed infor-
mation, such as concepts, courses and cases for those who are 
interested in deepening their knowledge. the numbers for the 
program in 2009:

Espaço de Práticas em Sustentabilidade - 2009

Face-to-face

sustainability events 486 people

sustainability workshop 464 people

Institutional lectures 198 people

visit to the granja viana branch 76 people

Online

Access to the website 1.4 million

online sustainability course * 13,017 registrations 

sustainability events 522 people

* the number refers to the following online courses:  human Rights, diversity, sustainable 
construction, the child and Adolescent Protection Act, the elderly Protection Act, Private 
social Investment and sustainability.

for children from 5 to 12 years old, santander can offer the 
website Brincando na Rede (Playing on the network), a collec-
tive entertainment channel aimed at education and focused on 
creativity, the imagination and logical reasoning.  the principle of 
the website is the concept of the virtual community and visitors 
help create the content, which is focused on shaping individuals 
for a future society, stimulating their potential ideas on everyday 
themes including sustainability and financial education.

other projects developed by the bank in 2009:  

Brincando na rede 2009

total registrations 367,289

total participations 123,984

total visits  1,2 million

External social investment - projects
Amount 

( in thousands of R$)

fight against hunger and food safety 8

culture * 28,627

child and youth Rights 6,470

education 37,804

sports 2,500

Income generation 1,487

other 4,308

health and sanitation 251

valuing of diversity 7387

total external social investment 88,842

% external social investment over  
net interest income 0,36

*of the total amount, R$ 3,277.2 thousands correspond to media investment  
for the christmas project.
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Category Project Partners

child and youth rights selo empresa Amiga da criança fundação Abrinq

child and youth rights fundo da Infância e do Adolescente Barretos city council

child and youth rights fundo da Infância e do Adolescente são Paulo city council

culture colaboração para Restauração cultura Artística theater

culture Institutional support Israel Philharmonic orchestra

culture Institutional support celina Queiróz / unifor theater.

culture Institutional support Museu de Artes e ofícios/ Mg

culture Institutional support MAM - são Paulo

culture Antigravity
Musika Produções Artísticas e culturais  

and Branco Produções

culture Mostra fIle PAI file / sesi

culture fIle PRIX luX file / sesi / oi futuro

culture III Bienal Brasileira de design Arte 3 / centro de design Paraná

culture Biblioteca Brasiliana usP university of são Paulo

culture Museu Para todos Pinacoteca do estado de são Paulo

culture Projeto octógono Pinacoteca do estado de são Paulo

culture Mostra transfer Arte 3

culture o verão do Morro

Inffinito Produções
Morro da urca entretenimento

girassol comunicação

culture
Play: A natureza do olhar and 

Play: Parem de falar Mal da Rotina elisa lucinda Poesia viva

culture santander cultural Instrumental Branco Produções

culture PoA festival of Photography

Brasil Imagem - Produção cultural em fotografia
Alice - Agência livre para Informação, cidadania e 

educação funarte - national Art foundation
Ministry of culture

culture Mostra voom

Petrobras, Porto Alegre city council, Braskem, Mul-
tiplan/Barra shopping sul, Panvel farmácias, caixa 

econômica federal

culture film “trabalhar cansa” dezenove som e Imagens Produções

culture film “Mundo Invisível” Mostra Internacional de cinema

culture film "filme de estrada" Bananeira filmes / Mondo cane filmes

culture theater Performance Av. Q
Bottega dárte / dalva Abrantes / Marcos Amazonas 

/ Marcos Mendonça

education Pro-gestão Instituto Razão social

education Banco na escola
oficina de Idéias (implementing partner), Itaú, citi, 

IBI and sP dept. of education.

education compromisso todos pela educação Instituto Brasil voluntário

education educação para a sustentabilidade
Junior Achievement (implementing partner),  

gerdau and oi

education fundo de Bolsas fundação getúlio vargas

education Programa história da gente fundação Palavra Mágica

education Institutional support AIesec

fighting hunger and food safety Institutional support Apoio Política de segurança Alimentar

health and sanitation Institutional support Associação Parceria contra as drogas

others nossa são Paulo Movement Instituto são Paulo sustentável

others Institutional support Instituto ethos de Responsabilidade social

Support/Sponsorships
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Category Project Partners

others Institutional support
conselho empresarial Brasileiro para o desenvolvi-

mento sustentável

others Benchmark de Investimento social corporativo
comunitas - Parcerias para  

o desenvolvimento solidário

others Institutional support Associação Paulista viva

others Institutional support Associação viva o centro

others Institutional support Instituto voluntários em Ação

others Institutional support gIfe - grupo de Institutos, fundações e empresas

others Institutional support Instituto Ayrton senna

others Institutional support Instituto Acaia Pantanal

others Institutional support casa do saber e Associação Palas Athena do Brasil

others Parque do Ibirapuera
são Paulo city council and  

the environmental department 

others Arcos da lapa - Restoration

cep 28 / IPhAn - Instituto do Patrimônio histórico 
e Artístico nacional / MvIAnA - Arquitetura & 

construção / Rio de Janeiro city council /  Rio de 
Janeiro department of culture

valuing diversity Institutional support IntegRARe - centro de Integração de negócios

Aspect: Corruption

S02: Percentage and total number of business 
units analyzed for risks related to corruption.

o santander reviewed and published the Anti-corruption 
and Bribery Policy in 2009 and made it available to all em-
ployees.   In order to reaffirm the bank’s commitment to 
ethics and transparency, activities were designed to support 
those areas of business related to the public sector, with the 
active participation of the compliance are in the analysis 
and approval of sponsorship processes for this sector.  

santander has computerized procedures and systems that 
allow us to operate in a proactive manner regarding the iden-
tification of atypical financial transactions, acceptance of new 
customers, politically exposed people (PPe) and communications 
to the regulatory agencies, in compliance with the prevailing 
laws and ensuring the best market practices for the preven-
tion of money laundering. the area also participates in several 
committees formed to identify possible risks associated with 
the issues of corruption and bribery.  Whenever irregularities 
are identified, the suspect transactions are forwarded to the 
executive committee for the Prevention of Money launde-
ring and compliance, which will be responsible for adopting 
measures in compliance with applicable laws to report to 
the regulators. In this way, all business and support areas 
are focused on the monitoring of corruption-related risks.  

S03: Percentage of employees trained in the organization’s anti-
corruption policies and procedures.

85% of all santander employees received training on the preven-
tion of money laundering. furthermore, each employee working 
in an area considered to be sensitive took at least one additional 
course, giving an overall average of 2.02 training activities per 
employee.

S04: Actions taken in response to incidents of corruption.

santander has computerized procedures and systems 
that allow us to operate in a proactive manner regarding 
the identification of atypical financial transactions, ac-
ceptance of new customers, politically exposed people 
(PPe) and communications to the regulatory agencies, in 
compliance with applicable laws and ensuring the best 
market practices for the prevention of money laundering.

Whenever irregularities are identified, the suspect transac-
tions are forwarded to the executive committee for the 
Prevention of Money laundering and compliance, which 
will be responsible for adopting measures in complian-
ce with applicable laws to report to the regulators.

Aspect: Public Policies

S05: Public policy positions and participation in public policy 
development and lobbying.

In 2009, santander coordinated the capital Market committee 
of the latin-American sustainable finance forum (lAsff) and 
conducted an initiative for engaging Bovespa companies in the 

Institutional support: we support partners in the execution of their social objectives. 
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fight against bonded labor in their operations and production 
chains.  this was the first engagement initiative led by inves-
tors from emerging markets. As a result, the Bank was invited 
to present this work to the signatory investors at the annual 
Principles for Responsible Investment (PRI-onu) event in sydney. 
Important Brazilian and international signatories joined forces in 
this engagement.

the bank also participated in the following initiatives:

  Round table on Responsible soy – a global association on the pro-
duction of responsible soy;

  grupo técnico da Pecuária – a Brazilian forum on responsible 
cattle raising;

  ceBds/ctfIn – conselho empresarial Brasileiro para o desen-
volvimento sustentável / câmara temática de finanças susten-
táveis, a forum for the debate on how to promote sustainability 
in the financial sector, focused on credit risk.

In 2009, febraban signed another important initiative with the 
Ministry of the environment  – the green Protocol for Private 
Banks. the mains features of this protocol are:

social and environmental financing

  to continuously improve the offer of banking services and 
products designed for projects of a social and environmental 
nature; 

  to offer preferential financing terms for projects of a social and 
environmental nature; 

  to guide borrowers in the adoption of sustainable pro-
duction practices and responsible consumption.

social and environmental risk

  to ask borrowers for proof of the environmental licenses 
required by the current legislation when dealing with projects of 
potentially high impact.

  to incorporate social and environmental criteria into 
the process for analyzing loan concessions;

  to include agro-economic or ecological-economic zoning in loan 
analysis; 

  to apply standards of social and environmental performance per 
productive sector for the assessment of projects with medium or 
high negative impact.

use of natural resources

  to include social and environmental criteria in pro-
cesses for purchasing and hiring services; 

  Rationalize operating procedures aiming at 
maximum efficiency in the use of resources;

  encourage the reduction, reuse, recycling 
and adequate disposal of waste.

engagement

  train employees to develop the skills needed for the imple-
mentation of the principles and guidelines of the Protocol;

  to develop mechanisms of consultancy and dialogue with the 
interested parties;

  to divulge the results of the implementation of the Protocol.

  sharing of experiences, monitoring of effectiveness and pro-
posing improvements in the implementation of the Protocol;

  to carry out a biennial review of the Protocol to ensure its 
continuous improvement. 

some results are already being processed, such as the meeting 
held by the Ministry of the environment and Bacen, involving the 
major state-owned and private banks.

S06: total amount of financial and in-kind contributions to 
political parties, politicians and related institutions by country.

As there were no elections in Brazil in 2009, no contributions 
were made to the election campaigns of political parties.

Aspect: Unfair Competition

S07: total number of legal actions for unfair competition, 
anti- trust and monopoly practices and their outcomes.

there were no outstanding or closed legal actions for unfair 
competition, anti-trust and monopoly practices in 2009.

Aspect: Compliance

S08: Monetary value of significant fines and total number of non-
monetary sanctions for non-compliance with laws and regulations.

Notices of violation drawn up 
by the Ministry of Labor

number of notices 335

fines paid (in thousands of R$) 577,9
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human Rights Indicators
Aspect: Investment And Procurement Practices

HR1: Percentage and total number of significant investment con-
tracts that include human rights clauses or that have undergone 
human rights screening.

since August 2009, all santander’s Project finance proposals 
have included a clause by means of which the project to be 
financed/structured by the bank meets the requirements of the 
equator Principles, a set of social and environmental standards 
that addresses issues related to human rights.

HR2: Percentage of critical suppliers and contractors companies 
that have undergone screening on human rights and actions 
taken.

All suppliers santander considered to be high impact are subject 
to annual approval, which includes visits to their facilities, the 
completion of a qualification questionnaire and a declaration 
of the non-use of child labor and/or forced/bonded labor. If the 
supplier is considered to be unsuitable, the registration is blocked 
and the supplier may only make a new application for approval 
after 180 days.

the santander website began publishing the following informa-
tion on the suppliers channel in november 2009:

  Be our supplier:  information on the process of seeking out 
new suppliers and how to fill out the pre-registration form for 
submitting personal details to the bank;

  our management and relationship model: details on procedures 
of selection, classification, negotiation, hiring and management 
of suppliers, the objectives of each stage and the areas involved 
in the execution;

  how we wish to work:  the Parceria de valor, a document 
created to serve as a guide for the relationships between the 
bank and its suppliers and which outlines the main guidelines 
for this relationship in order to build and maintain a partnership 
that adds value for all parties involved;

tasked with identifying and reducing labor risks, santander’s legal 
area incorporates a labor consultancy department dedicated to 
the preventive analysis of the main causes of labor grievances and 
notices of violation, taking into account the current legislation and 
the dominant case law.  the team analyzes the legal amendments 
in order to guide management, and participates actively on internal 
and external committees.

  sustainable management practices:  where companies may 
learn about the bank’s and its suppliers’ experiences concerning 
the adoption of sustainable practices in management and in its 
services and products;

  dialogue channels: submittal of suggestions, complaints and 
queries on the inappropriate conduct of bank representatives in 
order to ensure the continuous improvement of processes and 
behavior.

HR3: total hours of employee training on policies and procedures 
concerning aspects of human rights that are relevant to opera-
tions, including the percentage of employees trained.

Sustentabilidade em Ação

number of training hours 13.5

Participants 156

the sustentabilidade em Ação (sustainability in Action) program 
is run by santander in order to increase the understanding 
between employees on the theme and to improve day-to-day 
practices. Aimed at the retail area, the program uses mobilizers, 
responsible for divulging its content to all the network and 
branch employees.

Aspect: Non-Discrimination

HR4: total number of incidents of discrimination and actions taken.

there were no incidents of discrimination related to diversity.

the bank’s diversity Policy is to accept and embrace diversity, 
committing itself to stamping out discrimination in the workplace, 
including all forms of prejudice, exclusion or preference based on 
religious beliefs or their absence, sex/gender, race/color/ethnics, 
nationality, age, physical condition, disablement, sexual orienta-
tion, marital status, social class, political or union affiliations, that 
have the effect of eliminating or reducing equality of opportunity 
or treatment; any other distinction, exclusion or preference that 
may eliminate or reduce equality of opportunity or treatment 
in the employment or profession as specified in the Brazilian 
legislation.    

In addition to the policy, santander has a dialogue group which 
meets once a month to discuss improvement actions for employe-
es regarding race relations, disabled people, gender relations, age 
group and sexual diversity.   the code of ethics (MI 04-04-06) 
states, in the “Responsibilities” item that all employees should 
report to the human Resources department via intranet, all situ-
ations that constitute incidents of discrimination, sexual harass-
ment, moral harassment or intimidation of any kind, in relation 
to both the external audience and work colleagues.  the issue is 
also dealt with in other internal policies and human Resources 
Management is responsible for processing the reports that come 
to their knowledge, forwarding them to be dealt with by the 
competent internal area.

4212009 AnnuAl RePoRt gRI IndIcAtoRs 



Aspect: Freedom of Association and Collective 
Bargaining

HR5: operations identified in which the right to exercise freedom 
of association and collective bargaining may be at significant risk 
and actions taken to support these rights.

santander’s relationship with the more than 170 bank workers 
unions that currently exist in the country has gone from strength 
to strength. the management is prepared to dialogue with the 
workers’ representatives and always strives for conciliation in 
possible conflicts resulting from work relations, of a both individu-
al and collective nature.

the year 2009 was marked by the addressing of issues brought 
up by union officials and by formal negotiation meetings of union 
representatives for the solution of matters concerning the merger 
of Banco santander and Banco Real. the bank has a specific 
agreement with the union representatives that provides for a 
number of matters, including those related to merged banks, such 
as pre-retirement paid leave, indemnity allowance and the profit 
sharing program.

Aspect: Child Labor

HR6: operations identified as having significant risks for incidents 
of child labor, and measures taken to contribute to the elimination 
of child labor.

there were no cases of operations identified as having  
significant risk for incidents of child labor. santander suppliers are 
required to fill in a document stating they do not use child  
or bonded labor.

Aspect: Forced and Bonded Labor

HR7: operations identified as having significant risk for incidents 
of forced or bonded labor and measures taken to contribute to 
the elimination of forced or bonded labor.

there were no cases of operations identified as having signi-
ficant risk of forced or bonded labor. santander suppliers are 
required to fill in a document stating they do not use child or 
bonded labor.

labor Practices Indicators
Aspect: Employment

LA1: total workforce by employment type, employment contract 
and region.

Company Number of employees

Banco santander * 48,647

others ** 3,483

Insurance *** 327

total 52,457

Region Number of employees

Mid-West 1,588

northeast 3,365

north 670

southeast 42,157

south 4,677

* Includes all the organization’s employees.  
**Includes all companies except Banco  santander and Realcor.
***Includes all the organization’s employees. 

Type of employment Number of employees

Apprentices 929

total workforce* 52,457

Interns 2,480

outsourced 33,593

* Includes Banco santander (Brazil) s.A., its subsidiaries listed in the balance sheet and 
certain subsidiaries of Banco santander, s.A. (spain) headquartered in Brazil. excluding the 
subsidiaries of Banco santander, s.A. (spain), the figure was 51,241 employees.

Level of Education Number of employees

Primary 280

secondary 20,329

university 25,738

Post graduation/Master’s/ doctor’s 6,100

Attracting Professionals Number of employees

Interns at the organization 4,956

trainees hired 27

Length of time at the company Number of employees

less than 5 years 27,687

6 to 10 years; 9,541

11 to 20 years; 6,982

More than 20 years; 8,247
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LA2: total number and rate of employee turnover, by age 

group, gender and region.

LA3: Benefits provided to full-time employees that are not 
provided to temporary or part-time employees, broken down by 
major operations. 

Employees benefited by  Scholarships
Number of 

People

graduation 3,473

languages 559

Post-graduation 374

*Includes people who are enrolled and/or completed the courses in 2009.

Region Admitted* Dismissed Turnover 
%**

Mid-West 163 215 13.5

northeast 299 389 11.6

north 85 117 17.5

southeast 4,654 5,932 14.1

south 436 629 13.4

total turnover 13.9

*Includes admissions and interns eventually hired as employees.
** dismissed / (total of employees)*100.

*Banco santander with the other companies of the group, excluding: Isban / Produban / 
universia

Benefits
Amounts 

(in thousands 
of R$)

food 404,088

daycare or daycare allowance 22,899

education, training and Professional development 79,006

Mandatory payroll overheads 984,757

Profit sharing* 854,398

other 1,124,374

Private Pension Plan 79,166

healthcare 217,389

occupational safety in 9,679

total Benefits 3,775,756

Aspect: Labor/Management Relations

LA4: Percentage of employees covered by collective bargaining 
agreements.

According to Brazilian law, all employees in the country are 
covered by collective bargaining agreements. there are 882 union 
leaders and representatives among santander employees. In all, 
24,334 employees are union members.

LA5: Minimum notice period regarding operational changes, 
including whether it is specified in collective agreements.

there is no minimum notice period and possible structural changes 
are not subject to prior negotiation with the union.

Aspect: Occupational Health And Safety

LA6: Percentage of total workforce represented in formal joint 
management–worker health and safety committees that help 
monitor and advise on occupational health and safety programs.

santander’s internal committees for the prevention of work-rela-
ted accidents (cipas) are composed of 102 employees, or 0.19% 
of the workforce.

LA7: Rates of injury, occupational diseases, lost days and absen-
teeism, and number of work-related fatalities by region.

Work-related accidents

Work-related accidents resulting in absence 1,373

tAc (Work-related Accident Rate) * 1,19

tdo  (occupational disease Rate) ** 2,21

tdP (lost days Rate) *** 423,58

*tAc  = (number of cases of work-related accidents > 15 days in 2009)/  
(total hours worked)*200,000
**tdo  = (number of cases of diseases> 15 days in 2009)/ (total hours worked)*200,000
***tdP  = (number of lost days in 2009)/ (total hours worked)*200,000

Age group Admitted* Dismissed Turnover 
(%)**

14 to 19 years 211 16 9.4

20 to 29 years 3,407 2,365 11.6

30 to 39 years 990 1,862 11.1

40 to 44 years 248 444 7.8

45 to 49 years 159 456 8.7

More than 50 years 81 631 15.1

turnover total 13.9

*9.6% of the admitted workers didn’t had age registration in the system.
**20.7% of the dismissed workers didn’t had age registration in the system.

Gender Admitted* Dismissed** Turnover 
(%)

female 3,159 3,558 12.0

Male 2,208 3,615 15.8

total turnover 13.9

*4.8% of the admitted workers didn’t had gender registration in the system. 
**1.5% of the dismissed workers didn’t had gender registration in the system.

In 2009, there was one fatality related to an accident that 
occurred on route to a visit.

LA8: educational, training, counseling, prevention and risk 
control programs in place to assist workforce members, their 
family members or community members regarding serious 
diseases.
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.santander conducts a series of educational, training, counseling, 
prevention and risk control programs, such as the Programa de 
Prevenção de Riscos Ambientais (Program for the Prevention of 
environmental Risk) and the Programa de controle Médico e 
saúde ocupacional (Program for Medical control and occupa-
tional health). some of the most noteworthy activities in place 
for the prevention of accidents and diseases are the ergonomic 
assessment of the call centers and posture guidance, labor gym-
nastics and preventive campaigns:

  Programa tabagismo – viva Melhor sem cigarro (tabagism 
Program – live longer without smoking), which includes 
a mandatory medical appointment with a specialist doctor 
(cardiologist, psychiatrist or pneumologist), a medical report 
and prescription, a psychological assessment carried out by 
the Programa de Apoio Pessoal (PAP), including the farghson 
motivational test and monitoring over a six-month period;

  Programa da gestante (Program for expectant women), 
including monitoring during pregnancy and up to three 
months after giving birth for all employees and dependents 
of the healthcare plan offered by the bank

  campaign on the importance of giving blood in partnership with 
the company sangue Bom – around 160 people gave blood in 
2009;

  A vaccination campaign, through which free vaccinations are 
given to all our employees in Brazil, provided to by mobile clinics 
sent to all our locations of operations.

  Monitoring of hIv and other serious diseases through the 
Programa de Apoio Pessoal, from the moment we are notified of 
the employee’s health condition. In the specific case of hIv – as 
employees have no obligation to notify the company and as they 
are treated in public institutions - communication and guidance 
are provided on specific dates.

Another important initiative, the Programa de Qualidade de 
vida (life Quality Program), offers activities in the administrative 
buildings in order to make easier for employees to make their 
professional and personal lives compatible. some of the acti-
vities employees can choose from: yoga, choirs (in são Paulo, 
Belo horizonte, Rio de Janeiro and Porto Alegre), meditation, 
musical program (lessons and musical presentations – extended 
to family members), chess and handicraft workshops. the bank 
promotes sport activities in the form of five-a-side soccer tour-
naments, indoor soccer, basketball, tennis, table tennis, games 
in the workplace (checkers, dominoes, table football) pool, 
volleyball, fishing and chess.  At road running events employe-
es have the use of a tent for breakfast, quick massage and 
stretching exercises, in addition to the donation of 50% of the 
registration fee and a santander t-shirt.

furthermore, employees are encouraged to participate in global 
activities:  semana santander eres tu, somos os Protagonistas, 
the I santander Marathon and the santander golf cup.

LA9: health and safety topics covered in formal agreements with 
trade unions.

the collective bargaining agreement of the category attempts to 
establish minimum standards for general issues of the system, 
and among these, occupational health and safety. In this way, 
there are rules on the internal committees for the Prevention 
of Work-Related Accidents, policies on AIds, the extension of 
medical insurance plans to employees that have been dismissed 
and professional rehabilitation, besides joint committees to deal 
with the issue of banking safety and equal opportunities.

Aspect: Training and Education

LA10: Average hours of training per year, per employee,
by job category.

Area of  
employment

Participation in 
distance training*

Participation in  
classroom training**

Administrative 498,573 74,109

Board of executive 
officers 417 995

specialist 50,263 19,721

Managerial 2,480 3,384

operational 383,239 59,922

Area of employment
Number of hours in 
distance training*

Number of hours 
in classroom 

training**

Administrative 706,794 1,282,669

Board of executive 
officers 884 14,032

specialist 74,640 313,275

Managerial 5,805 61,235

operational 640,467 1,560,083

Area of employment

Average hours  
in distance  

training*

Average  hours  
in classroom 

training **

Administrative 31.1 56,4

Board of executive 
officers 4.2 65,9

specialist 16.1 67,8

Managerial 7.9 82,9

operational 25.2 67,9

* does not include Isban/Produban employees, includes interns
**does not include Isban/Produban employees

Investment in training

Investment in training /educational activities 
(in thousands of R$) 75,713,6

% external social investment over net interest income 0.31
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LA11: Programs for skills management and continuous learning 
that support the continued employability of employees and assist 
them in managing career endings.

santander seeks to integrate and identify the best practices in 
human Resources developed by the two banks and the market. 
santander uses this guideline to invest continuously in the 
training and well-being of its 52,000 employees, by means of  
skills management and continuous learning programs.

  focusing on skills management and continuous learning, san-
tander provided training on sustainability for 36,757 employees 
and training in leadership development for 10,746 employees. 

  the santander trainee program provides intensive professional 
development for young people to develop their careers with 
realistic perspectives of a career in the bank.   one of the 
consequences of this new face of society is the bank’s decision 
to revamp its trainee program, moving from a traditional format 
to a relationship platform with young people, and which will be 
put into effect in 2010. In order to create this new proposal, the 
bank promoted a number of debates and activities with univer-
sity students all over Brazil, with the aim of finding solutions 
that promote interaction and dialogue in an agile, transparent 
and collaborative manner.

  the bank has a structured program for interns and a partner-
ship with cIee for the management of contracts. this program 
includes a collaborative environment for holding courses re-
commended for professional development and which facilitates 
the sharing of information with the remaining 2,480 interns at 
the organization – acquiring a broader vision of the business. 
this environment allows managers to monitor the development 
of the interns, who are assessed and given feedback every six 
months in order to reinforce their strengths and to develop their 
points for improvement. the bank only hires interns who are in 
their second year or third semester at university, provided their 
work practices are in line with the course they are sitting.   All 
selection phases are online except the final interview.  

  the Junior executive Program is offered to 75 interns with 
the objective of including black interns in the organization.  
the program is a partnership with uniPalmares and the 
fundação getulio vargas and has a training grid.  

  the Jovem Aprendiz (young Apprentice) program is developed 
in partnership with ngos with the objective of offering young 
people between the ages of 14 and 24 professional training 
to prepare them for the work market.   each young person is 
appointed a tutor for a two-year period, where part of the time 
is dedicated to carrying out hands-on activities in the area they 

operate in and the remainder is dedicated to theoretical training.    
selection favors young people from low-income families 
studying at public schools.

  the objective of the vida e carreira na Maturidade (Mature life 
and career) program is to prepare employees to embark on a 
new stage of their lives, beginning with retirement and specifi-
cally with the termination of their employment relationship with 
the bank. R$ 103,000 were invested in the program in 2009, 
made up of 12 meetings. 

  climate survey:    conducted in october 2009, the results of the 
survey are being divulged to the whole organization.   Action 
plans for each group of directors will be drawn up based on 
this diagnosis and an institutional action will be carried out to 
create dialogue on this issue and mobilize employees for the 
development of engagement in the organization for creating 
strategic aspirations.

  Professional requalification: In 2009, R$ 858,000 were invested 
in professional requalification and outplacement As a result of 
the merger, the central areas of the bank were restructured in 
2009, and employees were laid off.  the human resources de-
partment provided support for employees by means of a career 
and professional outplacement program, with one of the best 
consulting companies in the field.   Bonuses were established 
and benefits extended. 

  leadership development Program: the bank is creating a 
new culture, propelled by changes in attitude and a review of 
leadership roles. this is why individuals are at the center of our 
strategy, resulting in the company becoming more and more 
open to the participation of its employees and to the valuing of 
their ideas. In line with the aspiration of being the best bank in 
Brazil to work at, in 2009 santander put into practice strategies 
for career and leadership development. this initiative was put 
into motion by inviting 1,200 employees to discuss the commit-
ment and model that were being launched. this was followed by 
a debate on ideal leader profiles for the new bank.

LA12: Percentage of employees receiving regular performance 
and career development reviews.

9,016 employees had their goals and skills assessed in 2009. 
Between January and february 2010, 19,300 employees should 
undergo the skills assessment, 37% of the total workforce.
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Profile of 
employees

% in 
operational 

positions 

% in 
administrative 

positions 

% in 
specialist 
positions 

% in 
managerial 

positions 
% of 

Directors 

%Total – 
Level of 
position

Asian Women 0.55 0.79 0.16 0.02 0 1.52

White Women 19.44 18.79 2.59 0.38 0.05 41.25

Indigenous Women 0.13 0.14 0.03 0 0 0.3

Black Women 0.69 0.19 0.02 0 0 0.9

Brown Women 3.17 1.67 0.12 0.01 0 4.97

Asian Men 0.27 0.51 0.22 0.03 0.01 1.04

White Men  11.09 14.1 5.14 0.98 0.31 31.62

Indigenous Men  0.09 0.09 0.04 0.01 0 0.23

Black Men 0.59 0.29 0.03 0 0 0.91

Brown Men 2.1 1.73 0.34 0.03 0 4.2

% total - Race  
and gender 38.12 38.30 8.69 1.46 0.37 86.94

Aspect: Diversity and Equal Opportunity

LA13: composition of corporate governance bodies and 
breakdown of employees per category according to gender, 
age group, minority group membership and other indicators of 
diversity.

Breakdown according to level of employment,  
gender and race 

disabled employees admitted during the period 286

% of employees who are disabled 3,91

total of disabled employees 2.053

Disabled employees

Age Group Number of employees

14 to 19 anos 170

20 to 29 anos 20.354

30 to 39 anos 16.810

40 to 44 anos 5.677

45 to 49 anos 5.255

over 50 4.191

the santander valorização da diversidade program considers 
diversity to be a comprehensive issue; however, it prioritizes 
the following: racial matters, gender (women in leadership 
positions), disabled people, age difference (young apprentices 
and people over 45) and sexual diversity.  In order to further 
develop the theme, santander conducted a series of activities 
to promote and value diversity in 2009, including commemo-
rative events, awareness lectures and engagement and spon-
sorships.    With regard to lgBt, we sponsored the executive 
meeting on tourism aimed at this audience during the lgBt 
Parade (lesbians, gays, Bisexuals and transsexuals), in front of 
the Banco Real headquarters at Avenida Paulista in são Paulo. 
this event led the bank to train its security guards to treat the 
participants in an appropriate manner.   

With regard to racial issues, santander participated in the feira 
Preta, manning a stand and giving a lecture on microcredit 
for mini businesses with the objective of divulging the activi-
ties and respect for the black community.      Another event 
was the launch of the second group of the executivo Junior 
Program (75 black interns) and sponsorship of the Afirmativa 
Plural magazine. In relation to disabled people, santander held 
an awareness event on the International day of Persons with 
disabilities, including motivational lectures for employees.  the 
bank hired 286 disabled people in 2009, 127 of which were 
from the feBRABAn’s training and Inclusion Program. the or-
ganization also sponsored the Parade on Behalf of Accessibility 
for the disabled and was present at Reatech, vIII Business and 
Accessibility fair.

LA14: Ratio of base salary of men to women by employee 
category.

the company does not hold records of this information.   

Product Responsibility  
Performance Indicators
Aspect: Customer Health and Safety

PR1: life cycle stages in which health and safety impacts of 
products and services are assessed for improvement, and percen-
tage of significant products and service categories subject to such 
procedures.

note. 13.08% did not state their race
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santander puts prime importance on the safety of customer 
access to electronic channels and equips these channels with 
countless safety mechanisms, in accordance with the strictest 
current standards, in addition to developing continuous 
educational and informative tools for customers and employees.  

there are specific sections on safety on santander’s institutional 
websites, with detailed material on prevention and fraud and 
tips for the safe use of self-service terminals, internet banking 
and call centers. Informative campaigns on safety and fraud 
prevention, focused on the main threats and attacks are 
periodically posted on these channels.   Additionally, there 
are leaflets on the subject available at the branches. training 
programs on safety in general and fraud prevention are held 
regularly with employees of all areas of the bank, especially 
those connected to customer service.  

We are implanting chips in all our cards in an effort to 
increase safety when using self-service terminals and all other 
transactions involving the use of cards.   different access and 
transaction passwords when using call centers increase the 
safety of this service.   All santander’s customers who use the 
bank website are already using the safety card, which makes it 
difficult to steal access passwords, and shortly everyone will be 
equipped with the Protection Module – a tool which identifies 
and prevents malicious programs from requesting or capturing 
account access details.  

As an additional safety measure, sMs messages notify 
customers of financial transactions carried out in their checking 
accounts or on credit cards. Advanced monitoring tools and 
notification of suspicious access and transactions are included 
in the set of protection mechanisms for the customer when 
using santander channels.

PR2: total number of incidents of non-compliance with regula-
tions and voluntary codes concerning health and safety impacts of 
products and services during their life cycle, by type of outcome. 

santander did not register any cases of non-compliance related to 
health and safety impacts of products and services.

Aspect: Product and Service Labeling

PR3: type of product and service information required by labeling 
procedures and percentage of significant products and services 
subject to such information requirements.

We provide customers with information on increases in fees and 
tariffs in two ways: via a tariff table, established 30 days before 
the date the increases come into effect, as required by law; via 
letter/direct mail, when the monthly fee for the basket of products 
is raised.  

As the latter deals with information relevant to the customer, we 
always use personal correspondence.   We attempt to post this 
correspondence as far ahead as possible from the date the new 
fee comes into effect. however, the law does not require the bank 
to do this.

due to the central Bank’s new resolutions with regard to banking 
fees (which came into effect in the first semester of 2007), san-
tander is making plans to notify customers in the most adequate 
manner, as a way of clearing up doubts and explaining the 
respective changes in their relationship with the bank.

PR4: total number of incidents of non-compliance with regu-
lations and voluntary codes concerning product and service 
information and labeling, by type of outcome.

santander did not register any incidents of non-compliance 
with regulations and voluntary codes related to information and 
labeling of products and services.

PR5: Practices related to customer satisfaction, including results 
of surveys measuring this satisfaction.

santander carries out a quarterly customer satisfaction survey 
on approximately 6,300 customers from each bank, regular users 
of channels, branches, credit cards and sAc (customer service). 
the last survey was carried out at the end of 2009 and showed a 
continuing upward trend, with the percentage of totally satisfied 
customers rising from 41% to 44%, and then to 46%. customers 
from the clássico and exclusivo sectors are largely responsible for 
the improvement in these results. satisfaction levels at Banco Real 
remained steady throughout the survey – satisfaction levels in the 
van gogh sector are on the rise (46%; 48%; 50%). there was a 
reduction in the percentage of unsatisfied customers (14%; 13%; 
11%), largely due to “non-salary account” (conta não vinculada) 
customers.

note. the dates of the Quality Indicators survey (satisfaction): Wave 1 – february / March 
2009 - Wave 2 – June / July / August 2009 - Wave 3 – september /october / november 2009. 
“não conta vinculada” customers are those that are not classified under salary Accounts, or 
those who spontaneously opened an account in place of the account opened by the company 
they work for. 

The year  
2009

Real Santander Total

suggestion 3, 3,923 2,419 6,342

Praise 8,282 5,180 13,462

complaint 472,489 693,003 1,165,492
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open dialogue with employees and consumer defense Bodies: 
two open dialogue events were held in são Paulo in 2009. 
the theme of the first, held in september, was “the evolution 
of consumer rights in Brazil”. the second was in october and 
focused on “financial education: the role and responsibility 
of financial institutions”. More than 200 employees attended 
and participated in the events. the program is composed of 
events in which we invite authorities on the themes in question 
(representatives of consumer defense Bodies, Regulatory 
Agencies, specialized press and renowned specialists in consumer 
rights to debate the theme with our employees.   the objective of 
open dialogue is to disseminate knowledge and to mobilize all 
of us as both employees and the consumers we are, in order to 
spread the culture of customer service, both inside and outside 
the bank. the first open dialogue is programmed for March 2010 
to commemorate the International day of the consumer in the 
following cities:  são Paulo, Rio de Janeiro, Porto Alegre, Belo 
horizonte and Recife, under the theme “the evolution of respect 
to consumers over the last decade”. 

Aspect: Marketing Communications

PR6: Programs for adherence to laws, standards and voluntary 
codes related to marketing communications, including advertising, 
promotion and sponsorship.   

the organization’s communications activities follow the corporate 
code of ethics, the standards established by cenP - conselho 
executivo das normas - Padrão e conselho nacional da Auto-
Regulamentação Publicitária, in addition to the regulations of 
conAR, Abemd and financial agencies such as BAcen and 
AndIMA/AnBId when necessary.

We provide customers with information on increases in fees and 
tariffs in two ways: via a tariff table, established 30 days before 
the date the increases come into effect, as required by law; via 
letter/direct mail, when the monthly fee for the basket of products 
is raised (the packages of services the customer chooses by 
paying a monthly fee on the date he/she chooses).  

As the latter deals with information relevant to the customer, we 
always use personal correspondence. We attempt to post this 
correspondence as far ahead as possible from the date the new 
fee comes into effect. however, the law does not require the bank 
to do this.

due to the central Bank’s new resolutions with regard to banking 
fees (which came into effect in the first semester of 2007), san-
tander is making plans to notify customers in the most adequate 
manner, as a way of clearing up doubts and explaining the 
respective changes in their relationship with the bank.

PR7: total number of incidents of non-compliance with regula-
tions and voluntary codes concerning marketing communications, 

including advertising, promotion and sponsorship, by type of 
outcome.

santander did not register any incidents of non-compliance with 
regulations and voluntary codes in relation to marketing commu-
nications.

Aspect: Compliance

PR9: Monetary value of (significant) fines for non-compliance 
with laws and regulations concerning the provision and use of 
products and services.

In 2009, the total value of fines in relation to products and 
services was R$ 12,625.5 thousands.

sector Performance Indicators
FS1: Policies with specific environmental and social components 
applied to business lines.

Analysis of risk and opportunity in relation to social and envi-
ronmental factors follow guidelines and promote an alignment 
between the principles and values of corporate social and envi-
ronmental responsibility and business. social and environmental 
aspects are included in transactions with customers and the 
failure to observe this approach may result in direct and indirect 
consequences, such as:  reduction in cash flow, asset loss, reputa-
tional risk, public health risk and loss of natural ecosystems.

santander does not work with customers that:

  use forced, bonded or child labor, as set forth in the law; 

  exercise activities that directly or indirectly encourage illegal 
gambling and prostitution;

  extract, cut or log native wood not certified with green stamps 
(fsc or cerflor), or that fail to  develop the best practices of 
forest management;

  Are active in the field of the extraction or manufacture of 
products containing asbestos.

on entering into a relationship with new customers, the unit 
responsible for the acceptance of the relationship identifies 
and monitors potential social and environmental risks and 
opportunities.  Acceptance is dependent on the assurance of the 
legal compliance of the customer’s activities, in accordance with 
the environmental and labor laws in force; the same procedures 
being applied to the acceptance of suppliers. 

concession of credit to individuals with a limit equal to or above 
R$ 1 million and present in the capital market is subject to a 
report from the social and environmental risk area. the 14 sectors 
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that require special attention are:

1.  Prospecting, exploration of oil or natural gas; fuel distributors 
in general and gas stations

2. Mining;

3. Metallurgy, iron and steel industry, pig iron and electroplating;

4. lumber mills, saw mills, logging, furniture making and trade;

5. generation, transmission and distribution of energy;

6. Manufacturing in general;

7. Agriculture and cattle raising in general;

8. hospitals and laboratories;

9.  collection, treatment, recycling and disposal of domestic, 
industrial and hospital solid waste;

10.  transportation in general, terminals, excluding those for 
passengers, and depots;

11. civil construction in general;

12. construction companies and developers;

13. fishing and aquaculture;

14. use of biodiversity, silviculture and forestry byproducts.

the mechanisms and tools used for analysis and monitoring:

 the completion of a social and environmental questionnaire; 

  social and environmental risk management by a specialized 
team, using tools such as public information surveys, the 
analysis of a social and environmental questionnaire comple-
ted by the customer, engagement with ngos and government 
agencies, consulting companies and independent auditors, when 
necessary, and technical assistance for financing social and 
environmental improvements;

   visit with an approach on the social and environmental practices 

of both customers and the bank.

A reassessment is carried out every 12 months when customers 
renew their credit limit.  for analyzing, financing or advising on 
new projects costing us$ 10 million or more and included in the 
modality of Project finance, santander applies the social and envi-
ronmental criteria of the equator Principles.

Individual customers requesting credit of R$ 1 million or more 
undergo a social and environmental analysis, with the exception of 
the completion of the social and environmental questionnaire.

further information on social and environmental policies can be 

Social and environmental risk analysis

Report - approved customers* 2001

Report – customers approved with reservations 143

Report – customers not approved 2

total reports 2,146

* the value refers to reports approved with no restraints.

found in the chapter “the differentiated risk management model”

FS2: Procedures for the assessment and classification of social 
and environmental risks in the lines of business.

the social and environmental aspects taken into account during 
risk analysis are included in business with customers. the criteria 
of the equator Principles are used for the financing of projects 
with values of more than us$ 10 million. failure to observe this 
approach may result in potential direct and indirect consequences, 
such as:    reduction in cash flow, asset loss, reputational risk, 
public health risk and loss of natural ecosystems. the projects 
analyzed by the equator Principles in 2009 were:

Projects analyzed by the Equator Principles, by category  

Category Approved Approved with reservations Not approved

A 0 0 0

B 0 2 0

c 0 0 0

 Projects analyzed by the Equator Principles, by area

Area Projects

corporate 0

Project finance 2

other 0
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Projects analyzed by the Equator Principles, by sector of activity

Sector Approved Approved with reservations Not approved

energy 0 1 0

Manufacturing 0 0 0

Infrastructure 0 0 0

Mining and metallurgy 0 0 0

oil and gas 0 1 0

Projects analyzed by the Equator Principles, by value

Value Projects

More than us$ 1 billion 1

Between us$ 500 million and us$ 1 billion 0

Between us$ 250 million and us$ 500 million 0

Between us$ 50 million and us$ 250 million 1

less than us$ 50 million 0

further information on social and environmental risk analysis can 
be found in the chapter “the differentiated risk management 
model”

FS3: Processes for monitoring customer compliance with 
social and environmental requirements included in contracts  
or transactions.

11 environmental audits and visits were carried out in 2009.

FS4: Process(es) for improving the skills of employees in introdu-
cing social and environmental policies and procedures into the 
lines of business.  

the relationship managers of the global Banking and Markets 
and corporate (gB&M) sectors were trained in santander’s new 
social and environmental risk practice policy between the second 
semester of 2009 and the second week of January 2010. the 
training is a four-hour classroom session focusing on concepts 
of social and environmental risk in the concession of credit and 
acceptance of customers.  

during the second semester of 2009, the customer acceptance 
analysts of the compliance unit for the Prevention of Money 
laundering and the analysts from the Internal Audit commit-
tee received training in social and environmental analysis.  the 
classroom training activities include the concepts of social and 
environmental risk, the practice of social and environmental risk 
in the concession of credit and the acceptance of customers and 
the execution of social and environmental analyses.

FS5: Interaction with customers/business partnerships in relation 
to social and environmental risks and opportunities.

development of sustainable 
business and tourism 
santander created the area of development of sustainable 
Business in 2007, with the aim of helping to generate business, 
identify opportunities and offer support to the areas of business 
and products in the form of ideas, strategy and tools. the initiati-
ves developed include santander turismo sustentável, a program 
for the sustainable development of Brazilian tourist destinations 
and for the awareness and education for responsible tourism. the 
initiative aims at the integration and convergence of the activities 
carried out by public, private, multilateral and third-party entities 
for the economic development of the tourism production chain in 
Brazil.   

the main activities and events held by the program in 2009 were: 

  the signing of a cooperation agreement with the International 
trade centre (Itc), a uno agency linked to the World trade 
organization.  santander and the Itc join forces with the aim of 
fostering the generation of employment and income for under-
privileged communities through tourism. 

  A representative of the World travel and tourism council – 
santander was invited to join the World travel and tourism 
council – Wttc, a global forum of leaders formed by top 
executives from all sectors of the travel and tourism industry, 
including hotels, entertainment, recreation, transportation and 
other services of the tourism value chain. santander is the only 
Brazilian company and the only bank in the world to sit in the 
council today
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  training of young people to work in tourism – santander 
invested R$ 174 thousands in the development of a training 
program in the costa dos coqueiros region in the state of 
Bahia, which will benefit 34 young people in the first group. the 
objective is to prepare them to work in the local hotel network. 
the young people will be the first to be trained by means of 
Real capturismo, a savings bond (título de capitalização) that 
allocates part of its income to the program.   the selection and 
training commence in december 2009 and will be coordinated 
by the Instituto Imbassaí. the activity is carried out in partner-
ship with the International trade center (Itc), a uno agency 
entrusted with the generation of employment and income for 
underprivileged communities.

  sponsorship of the III forum on communities and tourism 
–  local Production Associated with tourism, which was also 
held in the costa dos coqueiros region in Bahia. the event 
promoted the debate and structuring of the tourism sector for 
the economic and social development of the communities in 
the costa dos coqueiros region. the initiative was carried out 
in partnership with the government of the state of Bahia, the 
state tourism Board and Bahiatursa, the lauro de freitas city 
council, sebrae and faculdades unibahia.

  the holding of the II seminar on sustainable development in 
tourism - case: south Africa, in the cities of são Paulo, Brasília 
and salvador, in partnership with sebrae nacional, the south 
African embassy and support from the Ministry of tourism.

Pathways and challenges  
for sustainable business
santander offers its customers and suppliers the course caminhos 
e desafios (Pathways and challenges), as a way of sharing its 
practices and providing tools that facilitate the inclusion of 
sustainability in business and the engagement of employees. 
It is a two-day classroom course designed to be useful for 
organizations with diverse characteristics.   12 courses of the 
program were held in 2009, and 108 participants from 66 
suppliers took part in events in various cities around Brazil. A total 
of 1,400 leaders from over 800 customer and partner companies 
were mobilized.   

the initiative attempts to share the experience that santander 
has already acquired and to encourage companies to take action, 
encouraging the definition of the strategy of sustainability and 
contributing to the incorporation of the principles of sustainability 
into the organization.

 

* number of registrations from the beginning of the project on 01/01/2008 to 31/12/2009.
** 1,236 people concluded the human Rights course, 1,309 the diversity course, 995 the 
child and youth Protection Act course, 6,990 the sustainability course, 2,080 the sustainable 
construction course and 407 the Private social Investment course.   
*** 1448 people concluded the Pathways and challenges course, 464 people participated in 
the sustainability Workshops, 198 participated in the open house and 486 people attended 
the sustainability events.

Education and training   
for external audiences

new registrations on the santander  
sustainability website 17,123

total registrations on the santander  
sustainability website* 20,403

number of people that participated  
in online training** 13,017

number of people that participated  
in classroom training*** 2,596

further information on santander’s interactions in social and 
environmental issues can be found in the chapter “trust generates 
sustainable results for everyone”.

Aspect: Product Portfolio 

FS6: Percentage of the business portfolio by specific region, by 
scale (e.g. micro/ small and medium-size/large), and by sector.

financial statements, page 293.

FS7: Monetary value of the products and services created 
to provide a specific social benefit for each line of business, 
by purpose.  

the year 2009 was a landmark for santander’s microcredit 
operations. RealMicrocrédito closed the period with profits of 
R$ 4.6 million and an active portfolio of 84,500 customers and 
R$ 84.7 million. the delinquency rate fell from 11.3% at the 
beginning of the year to 7.8% at the close of 2009. there are 22 
microcredit service points in total.  various initiatives proved to be 
vital to this fine performance, among which were the creation of 
new products, the alignment of the policies, improvements in the 
processes and cost management. 

 Microcredit

Sector Customers

food and beverages 23,667

education 145

health and beauty 10,471

textiles 30,338

transport 617

others 19,285
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Microcredit

Sector Financial volume (in thousands of R$) 

food and beverages 22,967,8

education 196,4

health and beauty 10,340,5

textiles 30,482,4

transport 384,1

others 20,354,0

total Microcredit 84,725,2

further information on santander’s interactions in social 
and environmental issues can be found in the chapter “trust 
generates sustainable results for everyone”.

FS8: Monetary value of products and services created to 
provide a specific environmental benefit for each line of business, 
by purpose. 

florestas do Brasil is a closed-end fund of 20 years’ duration 
created by santander. the objective of the fund is ensure the 
fund quotaholders receive dividends worth their investment by 
means of the acquisition of quotas or participation in companies 
operating in the sectors of forestry, reforestation, forest 
management, industrialization, the processing and marketing of 
forestry products and other activities related to the forestry and 
logging sector.  

the fund invests in projects that combine profitability for 
quotaholders and sustainable activity from the social and 
environmental points of view.  It has an Investment committee 
made up of the majority quotaholders, its administrator (Banco 
santander Brasil s.A.) and its manager (cláritas Investimentos). 
Its assets stand at around R$ 22,598,000.

In turn, the fundo floresta Real is a pioneering and innovative 
product on the Brazilian investment market with social and 
environmental benefits.  It is a fixed income fund, that in addition 
to ensuring invested resources are profitable, guarantees its 
quotaholders the right to receive, in Brazilian reais, the monetary 
amount of the carbon credits generated by the   Programa 

 Microcredit

Gender Customers
Financial volume 

(in thousands of R$)

Men 27.754 28,230,2

Women 56.730 56,441,9

* 49 customers did not state their gender on registration

 Social and environmental loans (in thousands of R$)

Total of social and environmental loans 873,428,7

* includes loans of a social and environmental nature, corporate and individual customers

floresta Real, a project for reforesting degraded areas in the vale 
do Ribeira (interior of the state of são Paulo), which will serve to 
compensate part of Banco santander’s emissions. 

the benefit is valid for every R$ 25,000 invested in the fund and 
not withdrawn for three consecutive years.  Quotaholders are 
e-mailed a monthly update on floresta Real with details of the 
fund’s performance, the evolution of the carbon credit market 
and the progress of the floresta Real program. Its assets stand at 
around R$ 138,757,000.

Aspect: Audit

FS9: scope and frequency of audits to assess the implementa-
tion of social and environmental policies and risk assessment 
procedures. 

the Audit department did not conduct any audits on social and 
environmental policies in 2009.

Aspect: Active Ownership 

FS10: Percentage and number of companies in the institution’s 
portfolio with which the organization interacted in social or 
environmental issues.

sustainability Practices 
santander, along with other companies, wishes to reinvent its 
business in a profitable and innovative manner, incorporating care 
for the environment and society into its financial results. Invest-
ment in sustainable practices allows companies to create new 
business opportunities, to reduce costs and risk exposure while 
contributing to the creation of a better society, and fostering 
improved and longer- lasting relationships. this was the reason 
for continuing with the espaço de Práticas em sustentabilida-
de (space for sustainability Practices) program, also known as 
Práticas, created by Banco Real in 2007. this pioneering initiative 
is a structured engagement process for corporate customers and 
suppliers, as companies play a key role in the viability of sustaina-
ble development.

the bank systemized everything it had learned over the past 
decade in classroom and online training programs to provide 
companies with access to information and experiences they can 
use to review their practices with sustainability in mind. the 
leaders and entrepreneurs of these companies are invited to 
participate in the training activity “sustentabilidade na Prática: 
(sustainability in Practice: Pathways and challenges), where 
executives talk about the knowledge they have gained and the 
challenges they faced along the path to including sustainability 
in bank practices.  training activities last for two days and the 
participants receive guidance and create an action plan for the 
inclusion of sustainability in their business. they can also use 
an exclusive area on the Práticas website to share experiences. 
the website is a fundamental part of this engagement model 
and received over 1.3 million visits in 2009, an indicator of the 
evolution and increased interest of society in the subject. video 
chats were partly responsible for this performance, including the 

social and environmental loans granted by santander in 2009, for 
both individual and corporate customers totaled R$ 873,428,700.
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thinking and behaving in everyday life, was also well received. the 
course is presented in a movie format, divided into three chapters 
complemented by quizzes and texts, in case participants want to 
go deeper into the topics (see box). 

the Práticas program also has an Advisory council, headed by the 
president of santander, fabio Barbosa, and made up of leaders 
from several sectors of society to assess future initiatives of the 
project and to share knowledge in order to multiply actions.

Pathways and challenges 
In 2009, 892 companies represented by 1,452 participants from 
the segments santander and Real Retail, Businesses, corporate, 
universities, governments and institutions and suppliers took 
part in Pathways and challenges training . santander also held 
a workshop for entrepreneurs during the 15th united nations 
climate change conference (coP-15) in december, in cope-
nhagen, denmark. the espaço de Práticas em sustentabilidade 
webiste had more than 1 million visitors in 2009 as a result of the 
launch of an online course introducing the character Roberto, an 
ordinary citizen who gradually discovers a new way of thinking 
and behaving in everyday life.

Amigo de valor
the Amigo de valor program seeks to guarantee the basic rights 
of children and adolescents by allocating part of the income tax 
owed by individuals and companies to the city funds for the 
Rights of children and Adolescents. In 2009, both programs 
merged under the name Amigo de valor, and raised R$ 6.9 million 
in funds. the amount was invested in 31 cities and towns located 
in 17 Brazilian states. A total of 25.4 thousand people among 
employees, customers, suppliers and businesses participated in 
this edition of the program. In 2009, 45% of employees helped 
raise funds. 

Amigo de valor also includes the engagement of employees that 
were organized into work groups to review the projects enrolled 
by local committees; then they visit the cities and decide on which 
projects will be sponsored. In addition to the financial support 
the program helps strengthen the role of local committees via the 
training of the teams involved in the project. throughout the use 
of funds period the group participates in workshops that provide 
a systemic outlook of project management and the local pros-
pects in connection with the city’s role to ensure child and adoles-
cent rights. Indicators that assess outcomes are discussed in the 
workshops, including the alternatives to change the direction of 
a project while in progress as needed. each initiative will receive 
support for up to 3 years according to the results it presents.

further information on santander’s interaction in social and en-
vironmental issues can be found in the chapter “trust generates 
sustainable results for everyone”.

FS11: Percentage of assets subject to positive or negative social 
or environmental screening.

the ethical fund is the first share investment fund to be created 
in latin America with socially responsible investment characteris-
tics (sRI). the fund is used to invest in the shares of companies 
that besides possessing traditional economic-financial potential, 
stand out due to their position in relation to their shareholders, 
creditors, employees, customers, suppliers, government, commu-
nity and society.  the portfolio is limited to shares from compa-
nies that are concerned about the impact their activities have on 
the community and the environment and that voluntarily adopt 
good practices of corporate governance. 

FS12: voting policy (ies) applied to social or environmental issues 
for participations in which the reporting organization has the 
right to voting shares or voting advice.

santander does not have a specific voting policy for social and 
environmental issues at meetings, where environmental, social 
and governance (esg) issues are not considered to be compul-
sory subjects. however, if the topics are brought up at sharehol-
ders meetings the areas responsible for risk assessment may be 
involved, with participation being assessed case by case.

SRI Funds

total net Worth funds sRI  
(in thousands of R$) 412,805

total net Worth variable Income 
(in thousands of R$) 7,245,253,89

% sRI funds over total variable Income 5.7%
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engagement of stockbrokers
As far as santander is concerned, the engagement of suppliers 
should be extended to companies that render financial services, 
such as stockbrokers. In 2009, the bank extended the new 
process of the classification of stockbrokers developed the 
previous year by Banco Real to the areas of treasury and Asset 
Management. Based on this project, a broad review of processes 
was carried out and the risk policy for brokers was created, 
establishing social and environmental criteria, in addition to the 
administrative-financial aspects of governance and compliance, 
in order to assess the degree of excellence and risk of the 
brokers and to determine to what extent they will work with 
the bank.  Another initiative was the creation of the Brokers 
committee, made up of top santander executives. the committee 
is responsible for ratifying the quality of brokers, taking social and 
environmental criteria into consideration

FS13: Access to economically underprivileged areas.

the year 2009 was a landmark for santander’s microcredit 
operations. RealMicrocrédito closed the period with profits of 
R$ 4.6 million and an active portfolio of 84,500 customers 
and R$ 84.7 million. the delinquency rate fell from 11.3% at 
the beginning of the year to 7.8% at the close of 2009. there 
are 22 microcredit service points in total.

Microcredit, number of customers 

Sector Customers

food and beverages 23,667

education 145

health and beauty 10,471

textiles 30,338

transport 617

others 19,285

Microcredit 

Sector Financial volume
 (in thousands of R$)

food and beverages 22,967,8

education 196,4

health and beauty 10,340,5

textiles 30,482,4

transport 384,1

others 20,354,0

total Microcredit 84,725,2

Microcredit by gender

Gender Customers Financial volume 
 (in thousands of R$)

Men 27,754 28,230,2

Women 56,730 56,441,9

* 49 customers did not state their gender on registration

FS14: Access for the disabled.  

 Access for the disabled

% branches with access for the disabled* 98.8

% administrative buildings with access  
for the disabled

100

* % does not include PABs and PAPs

FS15: development and sale of products and services.

the santander Products committee serves to guarantee products 
and services are managed under the highest standards of excel-
lence and in compliance with norms, in addition to approving 
procedures in relation to activities or topics that deal with the 
adaptation and control of products.

FS16: financial education

In 2009, the bank conducted a financial education activity for 
all RealMicrocrédito employees. the program consisted of the 
training of company managers (33 people), and these, in the role 
of multipliers, were then responsible for training the remaining 
employees, resulting in 250 people being trained.

one of the objectives of the initiative was the creation of a 
sustainable relationship of trust and guidance between the credit 
agents and their customers, focusing on the development of a 
healthy and balanced financial life, both in the management of 
business and personal affairs. the program will be continued in 
2010 through the development of a second module, which will 
include topics such as citizenship, environment, responsible con-
sumption and health, with the direct involvement of the bank’s 
customers.
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EN2: Percentage of recycled materials used.

environmental Performance 
Indicators
Aspect: Materials

EN1: Materials used by weight or volume.

Aspecto: Energia

EN3: direct energy consumption by primary energy source.

EN4: Indirect energy consumption by primary source.

* the amount stated includes 16 buildings: Aymoré - sP, Amsterdam - sP, Boa vista - sP, 
Alvares Penteado, savassi-Bh, Rio Branco - RJ (Real), Moinho dos ventos- Rs (until Jun/09), 
torre santander  sP (from nov/09), casa 1- sP, casa 2- sP, casa 3- sP, casa 4- sP, Altino 
Arantes, centro cultural  Rs, Rio Branco  RJ (santander) and generalli - sP. In addition, 
campos salles - sP (until feb/09) and Presidente Wilson RJ (until March/09).

**the amount stated includes the Paulista and Brigadeiro buildings only.

Material Quantity

new toner cartridges 39,129

Remanufactured toner cartridges 31,247

certified white paper (t) 2,442

White paper (t) 398

Recycled paper (t) 978

considera consumo de bobinas, pacotes de envelopes de caixa Rápido e 
extratos, pacotes de papel ofício, A4, carta e A5.

*the amount stated includes Banco Real and santander branches. 
**consumption per employee.

Location

Energy 
consumed  

(Gj)

Energy 
consumed 

(kWh)

Specific con-
sumption (GJ/ 
employee)**

Branches 700,660 194,627,700 21,5

Administrative 
buildings 302,502 84,027,686 15,2

Location

Energy 
consumed  

(Gj)

Energy 
consumed 

(kWh)

Administrative buildings - public utility 186.883* 51.911.378

Administrative buildings - renewable 15.619** 32.116.308

consumption of toner cartridges 39,129

consumption of  remanufactured 
toner cartridges 31.247

44.4 % recycled/reused of total

consumption of certified white paper  
and white paper 2,840

consumption of recycled paper 978

25.6% reciclado/total

Includes consumption of spools, packets of deposit envelopes and statements foolscap, A4, 
letter and A5 paper.

EN6: Initiatives to provide energy or renewable energy-based 
products and services, and reductions in energy requirements as a 
result of these initiatives.

Aymoré has 992 flexible-fuel cars and the bank has 41 gasoline-
fueled cars.  flexible-fuel cars use ethanol by preference, a 
renewable fuel.

EN7: Initiatives to reduce indirect energy consumption and the 
reductions achieved. 

systems to control the consumption of electricity were installed 
in over 400 branches using medium-voltage distribution and 
operational managers received guidance on how to turn on the 
air-conditioning system just before opening time and to turn it 
off before the peak period. these measures would lead to the 
branches reducing their consumption of electricity.  

the layout and air-conditioning systems of the Paulista and casa 
1 buildings, which house data centers,  were redesigned, which 
also resulted in economies.

Aspect: Water

EN8: total water withdrawal by source.

the santander units are located in urban areas, thus, the water 
consumed comes from public utility suppliers.

Aspect: Biodiversity

EN11: location and size of land owned, leased or managed in, or 
adjacent to, protected areas and areas of high biodiversity value 
outside protected areas.

total area occupied by the fernando de noronha branch:  
270.18 m2

EN12: description of significant impacts of activities, products 
and services on biodiversity in protected areas and areas of high 
biodiversity value outside protected areas.

EN13: Habitats protected or restored.

**consumption per employee. 
**the number stated represents the consumption of the Banco Real and santander units. 
***the value given includes 15 Banco Real and santander buildings: Paulista - sP, Brigadeiro 
- sP, Aymoré - sP, Amsterdam - sP, Boa vista - sP, Alvares Penteado, savassi-Bh, Moinho dos 
ventos- Rs (until June/09), torre santander sP (from nov/09), casa 1- sP, casa 2- sP, casa 3- 
sP, casa 4- sP, Altino Arantes and centro cultural -Rs

Location
Water 

consumed (m3)
Specific con-
sumption**

Branches 967.122** 29,66

Administrative buildings 234.056*** 11,80
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EN14: strategies, current actions and future plans for managing 
impacts on biodiversity.

the Banco Real branch in fernando de noronha is the only 
banking facility on the island. As fernando de noronha is a 
national environmental sanctuary, we decided to acquire the Iso 
14001 standard for activities of building maintenance, cleaning, 
security, pest control and management of the branch building.    
this underlines our commitment to sustainable practices, adds 
value to our brand and helps develop the environmental aware-
ness of everyone involved with the branch.  

the process saw several improvements to procedures and infras-
tructure at the branch and offered environmental audit training 
to employees and island residents working in guest houses, travel 
agencies and local government.  

the Iso 14001 standard was obtained in december 2008 and 
renewed in december 2009.

Aspect: Emissions, Effluents and Waste

EN16: total direct and indirect greenhouse gas emissions 
by weight.  

EN17: other relevant indirect greenhouse gas emissions by 
weight.

Direct emissions

Source Emissões (tCO2)

generators 298

vehicle fleet* 606

*Includes helicopter
**Includes contax buildings, where we have call center staff. 

Indirect emissions

Source Emissões (tCO2)

electricity 6.855

organic waste** 3.950

compras de energia (terceiros) 166

 Other indirect emissions

Source Emissões (tCO2)

Air travel 27.321

transport* 216

EN18: Initiatives to reduce greenhouse gas emissions and 
reductions achieved.

We have been conducting activities to promote the rational 
use of electricity in our administrative buildings and branches, 
such as the replacement of equipment, separate lighting and air 
conditioning systems, optimized layouts, etc, since 2003.   

In order to reduce co2 emissions caused by our employees 
traveling to and from work, we introduced a car ride system 
at our administrative buildings, called Amigo carona (friendly 
Ride). We have put aside 300 personalized spaces in the torre 
santander parking lot for vehicles participating in this scheme.

EN19: emissions of ozone-depleting substances by weight.

We do not have significant emissions of these gases.

EN20: nox, sox and other significant air emissions by type 
and weight.

We do not have significant emissions of these gases.

EN21: total water discharge by quality and destination.

 Water used for purposes of cleaning or personal hygiene  
in our administrative buildings or branches is drained to the public 
drainage system.  Rainwater captured by pluvial water systems in 
the administrative buildings and branches is drained  
to the public rainwater network.

EN22: total weight of waste by type and disposal method.  

*the figures stated include 13 buildings:    Paulista, Brigadeiro, Xv de novembro 
(Aymoré+Amsterdam) , Boa vista, savassi Bh, Rio Branco RJ, Moinho de vento Rs (until 
June/09), casa 1, casa 2, casa 3, casa 4, generalli and Altino Arantes. Also includes campos 
salles-sP (until feb/09). trash generated refers to waste people working in these buildings 
throw away into bins placed around the work stations, bathrooms, kitchens and common 
areas.   It also includes waste generated in the restaurants and snack bars in these buildings.  
Materials considered to be recyclable:   the main materials are paper, cardboard, packaging, 
plastics, disposable plastic cups, soft drinks cans, glass bottles and Pet bottles non – recycla-
bles are dispatched to sanitary landfills. electronic waste is not included as it is not disposed 
of in the above-mentioned bins.
**the figures stated includes 13 buildings: Paulista, Brigadeiro, Xv de novembro 
(Aymoré+Amsterdam) , Boa vista, savassi Bh, Rio Branco RJ, Moinho de vento Rs (until 
June/09), casa 1, casa 2, casa 3, casa 4, generalli and Altino Arantes. It also includes 
campos salles-sP (until feb/09).

Generation of waste

total waste (t)* 1909

Recyclable waste (t)** 685

% of recyclable waste 35.9

*Papa-Pilhas logistics
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EN23: total number and volume of significant spills. 

not Applicable.

Aspect: Products and Services

EN26: Initiatives to mitigate environmental impacts of products 
and services and extent of impact mitigation.

We have been conducting activities to promote the rational 
use of electricity in our administrative buildings and branches, 
such as the replacement of equipment, separate lighting and air 
conditioning systems, optimized layouts, etc, since 2003. 

In order to reduce the use of paper for printing, we use network 
printers that automatically print on both sides of the paper and 
require employees to use an access Id card.

In order to reduce co2 emissions caused by our employees 
traveling to and from work, we introduced a car ride system 
at our administrative buildings, called Amigo carona (friendly 
Ride). We have put aside 300 personalized spaces in the torre 
santander parking lot for vehicles participating in this scheme.

EN27: Percentage of products sold and their packaging materials 
that are reclaimed by category.

We do not have a significant production of packaging materials. 
however, we do count paper used in bank statements, deposit 
envelopes, included in Indicator en1 – consumption of Paper.

Aspect: Compliance

EN28: Monetary value of significant fines and total number of 
non-monetary sanctions for non-compliance with environmental 
laws and regulations. 

In 2009, the value related to environmental fines was R$ 9,000, 
in relation to administrative processes related to the environment.

Transport

EN29: significant environmental impacts from the transport 
of products and other goods and materials used in the 
organization’s operations, and the transport of employees.

Aspect: General

EN30: total environmental protection expenditures 
and investments by type.

Direct emissions

Source Emissions (tCO2)

vehicle fleet* 606

Environmental investment (in thousands of R$)

Investment in environmental certificates 280,8

Outras emissões indiretas

Source Emissions (tCO2)

Air  travel 27,321

transport** 216

*Includes helicopter

**Papa-Pilhas logistics
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Key IndIcAtoRs

MessAge fRoM the chAIRMAn of the BoARd  
of dIRectoRs of sAntAndeR In BRAzIl

MessAge fRoM the PResIdent of sAntAndeR In BRAzIl 

PRofIle

coRPoRAte goveRnAnce

MARKet of oPeRAtIons

stRAtegy And MAnAgeMent

BusInesses

econoMIc And fInAncIAl InfoRMAtIon

RIsK MAnAgeMent

IntAngIBle Assets

socIAl And cultuRAl InvestMent

envIRonMentAl MAnAgeMent

sAntAndeR In the WoRld

 IfRs fInAncIAl stAteMents

BR gAAP fInAncIAl stAteMents

gRI IndIcAtoRs

IndePendent AudItoRs´  
lIMIted AssuRAnce RePoRt

3

6

9

12

18

33

37

41

58

81

97

110

119

124

132

292

410

438

Independent 
Auditors´ limited 
Assurance Report
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INVESTOR SERVICES
ri@santander.com.br

STOCKHOLDER SERVICES
acionistas@santander.com.br 

INTERNET
www.santander.com.br
follow us on twitter:
http://twitter.com/santander_br 

SUPERLINHA
Information, transactions, Payments and enquiries

4004 3535 (state capitals and their greater Areas)

0800 702 3535 (other locations)
24x7.

CUSTOMER SERVICE – SAC
complaints, cancellations, suggestions and comments

0800 762 7777
24x7.
customer service for Individuals with hearing / speech Impairment.

In case you are not satisfied with the solution 
providedby the bank after your complaint 
has been recorded, please call:

OMBUDSMAN
0800 726 0322
Mondays through fridays, 9 AM – 6 PM except on holidays.
customer service for Individuals with hearing / speech Impairment.


