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New York, August 16, 2023 -- Moody's Investors Service (Moody's) has today assigned Ba2 long-term and Not Prime 
short-term local and foreign currency deposit ratings to Banco da Amazônia S.A., as well as Ba2 long-term and Not 
Prime short-term counterparty risk ratings (CRR), in local and foreign currency. Concurrently, Moody's has also 
assigned baseline credit assessment (BCA) and adjusted BCA of ba3, as well as counterparty risk assessments (CR 
Assessment) of Ba2(cr) and Not Prime(cr), for long- and short-term, respectively. The outlook on the long-term deposit
ratings is stable.

RATINGS RATIONALE

Banco da Amazônia's ba3 BCA reflects the bank's important regional franchise and broad footprint in the Amazon 
region, with operating as a financial agent and manager of the constitutionally mandated Fundo Constitutional de 
Financiamento do Norte (FNO), whose resources are used to promote economic and social development, particularly
focused on the North states of Brazil. As such, the bank's ba3 BCA incorporates the recurring fee-income generation 
derived from the management of constitutional funds as well as the bank's adequate liquidity provides by the FNO.

The ba3 BCA also reflects challenges related to asset risk faced by Banco da Amazônia. The bank has a loan book
with operations that show an intrinsic geographical, as well as sectorial concentration in agriculture and infrastructure,
that accounted for 53% and 22% of total loans, respectively, in March 2023. In our view, the large share of loans to the
agriculture sector exposes the bank to above-average physical climate risk. The acceleration of loan origination 
between 2019 and 2022 - 53% on a compound annual basis – also indicates a potential increment of risk taking amid 
a challenging operating conditions in Brazil in the period, that could translate into future pressures to asset quality. At 
the same time, Banco da Amazônia's development mandate exposes the bank to credit risks derived from the 
guarantees it provides to loans the bank split the risk with FNO, resulting in a sizable off-balance sheet credit risk it 
manages under the constitutional funds. These guarantees amounted to nearly 39% of the bank total credit risk, 
incorporating on- and off-balance sheet risks.

While the level of nonperforming loans as a percentage of total loans has remained low over the past years, the bank 
also reports a track record of a large volume of loan renegotiation, that accounted for 16.6% of gross loans in March 
2023, an intrinsic characteristic of its operations. These risks are shield by a high level of reserves for loan losses 
maintained by Banco da Amazonia that reached 3.3% of total loans and 244% of problem loans in March 2023.

Profitability is a key credit strength of Banco da Amazônia, benefiting from an steady stream of fee-based revenue that
the bank receives from the national treasury to manage constitutional funds and from fees from assuming the credit 
risk of 3% to 6% of FNO's operations. Net income to tangible banking assets has averaged 2.6% for the past three 
years, above the 1.4% average of rated Brazilian banks in the same period. However, if off-balance sheet exposures
are added to the asset base the same metric declines to 1.1%.

The ba3 BCA also reflects our assessment of the bank's adequate capitalization, supported by its strong capital 
replenishment capacity. Measured by Moody's ratio of tangible common equity to risk-weighted assets (TCE/RWA), 
the bank's capital ratio was 9.5% in March 2023, at the same level as of year-end 2022, following a BRL1.0 billion
capital injection, and above 5.8% in December 2021. Because of the bank's strategy to expand the loan book at 



double-digit levels in 2023, we expect additional capital consumption to pressure capital metrics down. On a regulatory
basis, the bank's Common Equity Tier 1 capital ratio was 12.8% in March 2023, well above the minimum regulatory.

The bank has low reliance on wholesale funding, benefiting from its access to FNO resources, at roughly 62% of total 
funding, and an ample core deposit base that accounted for about 35% in March 2023. These deposits are supported
by a granular distribution network in the legal Amazon region. Its role as a manager of the FNO also supports the
bank's liquidity profile, which provides recurrent and sticky funding mix.

As a federal-owned bank, the Ba2 deposit rating acknowledges the 97% ownership and the social development role 
from the bank, and providing the bank the status of government-backed institution, which incorporates one notch of 
support from its BCA of ba3. The stable outlook on the long-term deposit ratings of Ba2 reflects our perspective for the 
sovereign rating of the Government of Brazil.

ESG CONSIDERATIONS

The assigned ratings also incorporate Banco de Amazônia's environmental, social and governance (ESG) 
considerations, as per Moody's General Principles for Assessing Environmental, Social and Governance Risks 
Methodology. Moody's assessment of Banco de Amazônia's exposure to governance risks reflects ongoing 
improvements to governance structure and controls the bank has implemented in the past 5 years, which is 
incorporated in a Governance Issuer Profile Score (IPS) of G-3. This assessment considers the bank's concentrated 
ownership by the federal government and the potential of political interference in the management team, as its CEO is
appointed by the president of Brazil. Banco da Amazonia has shown sound risk management despite some asset risk
concentration in the agriculture sector. The assigned ESG Credit Impact score of CIS-2 indicates the mitigating rating 
impact of very high government support over the bank's ESG risk profile.

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS

Banco da Amazônia's Ba2 deposit ratings are unlikely to be upgraded because they are already positioned at the
same level as Brazil's Ba2 sovereign rating. Positive pressure on the bank's BCA could result from bank`s continuous 
expansion without a significant deterioration on its capital metrics, less-volatile profitability, and sustainably strong
asset-quality metrics.

The bank's ratings could be downgraded if the sovereign rating is downgraded. Banco da Amazônia's ratings could 
also be downgraded if its BCA is lowered because of material deterioration in its asset risk and profitability, as well as a
decline in its capital ratios.

The principal methodology used in these ratings was Banks Methodology published in July 2021 and available at 
. Alternatively, please see the Rating Methodologies page on 

 for a copy of this methodology.
https://ratings.moodys.com/rmc-documents/71997
https://ratings.moodys.com

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections Methodology 
Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and Definitions can be 
found on .https://ratings.moodys.com/rating-definitions

For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series, 
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from existing 
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this announcement 
provides certain regulatory disclosures in relation to the credit rating action on the support provider and in relation to 
each particular credit rating action for securities that derive their credit ratings from the support provider's credit rating. 
For provisional ratings, this announcement provides certain regulatory disclosures in relation to the provisional rating 



assigned, and in relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in 
each case where the transaction structure and terms have not changed prior to the assignment of the definitive rating
in a manner that would have affected the rating. For further information please see the issuer/deal page for the 
respective issuer on .https://ratings.moodys.com

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this credit rating
action, and whose ratings may change as a result of this credit rating action, the associated regulatory disclosures will 
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to 
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment resulting
from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit Ratings 
available on its website .https://ratings.moodys.com

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating 
outlook or rating review.

Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit analysis can 
be found at .https://ratings.moodys.com/documents/PBC_1288235

At least one ESG consideration was material to the credit rating action(s) announced and described above.

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates outside
the EU and is endorsed by Moody's Deutschland GmbH, An der Welle 5, Frankfurt am Main 60322, Germany, in 
accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating Agencies. Further 
information on the EU endorsement status and on the Moody's office that issued the credit rating is available on 

.https://ratings.moodys.com

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates outside
the UK and is endorsed by Moody's Investors Service Limited, One Canada Square, Canary Wharf, London E14 5FA
under the law applicable to credit rating agencies in the UK. Further information on the UK endorsement status and on
the Moody's office that issued the credit rating is available on .https://ratings.moodys.com

Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the issuer/deal page on https://ratings.moodys.com for additional regulatory disclosures for each credit 
rating.
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All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. 
Because of the possibility of human or mechanical error as well as other factors, however, all information contained 
herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the 
information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be 
reliable including, when appropriate, independent third-party sources. However, MOODY’S is not an auditor and 
cannot in every instance independently verify or validate information received in the credit rating process or in
preparing its Publications. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors an
suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or 
damages whatsoever arising from or in connection with the information contained herein or the use of or inability to 
use any such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives,
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited to: (a
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not the subject of a particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors an
suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity, including
but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the 
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connection with the information contained herein or the use of or inability to use any such information.
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hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and
commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of any 
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entities who hold credit ratings from Moody’s Investors Service, Inc. and have also publicly reported to the SEC an 
ownership interest in MCO of more than 5%, is posted annually at under the heading “Investor
Relations — Corporate Governance — Director and Shareholder Affiliation Policy.” 
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