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MANAGEMENT REPORT - FIRST HALF OF 2008 
 
In recent years Brazil has experienced a cycle of sustainable growth based on strong macroeconomic 
fundamentals, and has been awarded the investment grade rating. With increasing GDP, consumption 
and investments in the last years, Brazil has posted more formal jobs, less external vulnerability - in view 
of higher foreign currency reserves - and an increase in available credit in the economy. As a credit 
provider and agent of public policies, Banco do Nordeste do Brasil S.A. (BNB) is part of this growth cycle 
in the region where it operates - the Northeast of Brazil and the North of the States of Minas Gerais and 
Espírito Santo - through its several credit, investment incentive, and local economy structuring programs. 
 
It is in this scenario that BNB’s aggregate loan and financing agreements in the first half of 2008 totaled 
R$ 5.9 billion, and over 780,000 operations. Northeast Constitutional Financial Fund (FNE) was the main 
source of financing with R$ 3.5 billion, which represents the best performance in a single six-month 
period since the creation of the Fund in 1989, 19 years ago, showing the importance of FNE for the 
accomplishment of BNB’s mission. Aligned with the Federal Government’s public policies, Family 
Farming received credits totaling R$ 378.8 million and informal entrepreneurs contracted R$ 462.6 million 
through the production microcredit program (“Crediamigo”), which completes 10 years in 2008.  
 
In the first half, the Bank completed the updating and consolidation of its Territorial Development Policy - 
which evidences the commitment to encourage competitiveness of the regional production chains - by 
creating the trademark “Nordeste Territorial” as a business strategy intended to increase the 
competitiveness of the production chains by combining credit, technical and sales support, and 
strengthening local governance.  
 
In this context, the Bank is increasingly consolidating as an important development agent of the Federal 
Government in the region where it operates.  
 
OPERATING PERFORMANCE 
 
Overall Contracting 
 
In the first half of 2008, Banco do Nordeste do Brasil S.A. (BNB) contracted long-term financing and 
short-term loans to be used in the development of the Northeast region, totaling R$ 5.9 billion, 
representing growth of 77.2% as compared to the same period in the prior year. 

 
OVERALL CONTRACTING 

R$ million 
1st Half 08 

 1st Half 07 
Number Amount 

Variation 

Long-term financing (1) 2,325.5 173,470 4,347.4 86.9% 
Short-term loans (2) 1,035.3 609,173 1,606.6 55.2% 
Total 3,360.8 782,643 5,954.0 77.2% 

(1) Rural; industrial; agribusiness; infrastructure; and commercial and service financing;  
(2) Microcredit (Crediamigo); Direct Consumer Credit (CDC); working capital; discount; foreign exchange; 

and secured account loans.  
 
 



 

OVERALL CONTRACTING BY INDUSTRY 
  R$ million 

Sector 1st Half 07 1st Half 08 Variation 
Rural 1,161.8 1,296.3 11.6% 
Industrial 601.5 1,261.0 109.6% 
Infrastructure 345.7 901.8 160.9% 
Commercial (1) 984.4 1,578.5 60.4% 
Service 267.4 916.4 242.7% 
Total 3,360.8 5,954.0 77.2% 

(1) Includes microcredit loans (Crediamigo). 
  
For long-term financing, the FNE is the main source of funds, with 80.4% of the total, in  the amount of 
R$3,496.3 million contracted. Short-term loans increased by 55.2%, especially commercial credit 
products. 

LONG-TERM FINANCING 
R$ million 

Source 1st Half 07 1st Half 08 Variation 
Northeast Constitutional Financing Fund (FNE) 2,058.1 3,496.3 69.9% 
STN (National Treasury) 96.9 30.0 -69.0% 
Internal funds (RECIN) 3.1 533.7 17,116.1% 
FMM (Merchant Marine Fund) 55.3 0.0 -100.0% 
Savings 82.0 255.8 212.0% 
Land Fund and other 30.1 31.6 5.0% 
Total 2,325.5 4,347.4 86.9% 

 
SHORT-TERM LOANS 

R$ million 
Product 1st Half 07 1st Half 08 Variation 

Commercial Credit 535.0 856.7 60.1% 
. Direct Consumer Credit (CDC) and 

Working Capital 236.4 458.6 94.0% 

. Discount 132.6 184.5 39.1% 

. Secured Accounts 166.0 213.6 28.6% 
Foreign exchange (1) 148.6 287.3 93.3% 
Crediamigo 351.6 462.6 31.6% 
Total 1,035.3 1,606.6 55.2% 

(1) Amounts converted into Brazilian reais at the foreign exchange rates prevailing on contract dates. 
 
 
Northeast Constitutional Financing Fund (FNE)  
 
The FNE (Northeast Constitutional Financing Fund), managed by BNB and the main source of funds 
used by the Bank to finance its operations for development of the Region, accounted for R$ 3,496.3 
million in financing in the first half of 2008. The amount contracted with funds from the FNE in the period 
is the best performance in a single six-month period since 1989 when the Fund was created, 19 years 
ago. 
 
 



 

FNE - CONTRACTING BY INDUSTRY 
R$ million 

Sector 1st Half 07 1st Half 08 Variation 
Rural 997.7 1,184.6 18.7% 
Industrial 434.0 812.6 87.2% 
Infrastructure 345.7 901.8 160.9% 
Commercial/Service 280.7 597.3 112.8% 
Total 2,058.1 3,496.3 69.9% 

 
Microcredit 
 
Crediamigo is BNB’s Production Oriented Microcredit Program that facilitates access to credit by 
thousands of entrepreneurs who engage in production-related, product sale, and service activities. The 
volume of loans granted in the first half of 2008, through Crediamigo, was R$ 462.6 million, representing 
an increase of 31.6% as compared to the same period in 2007. The number of loans granted also posted 
a significant increase of 20.5%.  
 
Loans accumulated since 1998 - year when the Program was created - total 4.45 million transactions, 
amounting to over R$ 3.9 billion. With this performance, Crediamigo consolidates as the largest 
microcredit program in Brazil. In the first half of 2008, the number of active clients grew 11.3%, to 333,800 
at the end of June 2008 from 300,000 at the beginning of the period. The Active Portfolio closed the six-
month period at R$ 255.0 million, an increase of 8.7%. 
 

CREDIAMIGO PROGRAM 
 AMOUNT 
Number of transactions - in the six-month period 453,542 
Contracted amount (R$ thousand) - in the six-month period 462,585.4 
Average contracted amount (R$1.00) 1,019.94 
Clients served - in the six-month period 849,241 
Active clients - 06/30/2008 333,798 
Active Portfolio (R$ thousand) - 06/30/2008 255,025.2 
Active average amount (R$1.00) - 06/30/2008 764.01 
Number of branches 170 
Service centers 48 

 
The product “Crediamigo Comunidade” extends credit to urban and semi-urban population for working 
capital and small equipment financing through the community banks - groups of 15 to 30 people who wish 
to start or expand a business, with planning, credit, savings, payment of credit installments, training and 
improvements for the business, the family and the community, based on self-management principles. 
Until June 2008, 1,554 community banks had been formed, serving nearly 27,300 clients with an active 
portfolio of R$ 7.67 million. The product has a great potential for the inclusion of the population with 
developing economic activities or even without activity, strongly contributing to their social inclusion.  
 
 
Family Farming 
 
BNB operates the PRONAF (National Family Farming Strengthening Program) and has strengthened its 
position as the main financial agent of the Program for the Northeast, with an active portfolio of 
approximately R$ 4.6 billion, comprising 1.4 million operations. The 157,800 in financing under the 
PRONAF in the first half of 2008 totaled R$ 378.7 million. In the 2007/2008 Crop Plan - period from July 
2007 to June 2008 - the Bank contracted 392,600 operations in the amount of R$ 941.7 million. BNB 
entered into an agreement with the Federal Government’s Special Department of Policies for Women to 
ensure women’s access to documentation, resulting in the issuance of over 5,087 documents for women 
during 87 registration drives.  
 



 

PRONAF - CONTRACTING BY GENDER (FIRST HALF OF 2008)     
Amounts in R$ million 

Gender Number of 
Transactions

Amount 
Contracted % Number  % Amount 

Female 64,656 124.5 41.0% 32.9% 
Male 93,163 254.3 59.0% 67.1% 
TOTAL 157,819 378.8 100.0% 100.0% 

 
Through Agroamigo - Program that uses the production-oriented microcredit methodology to grant loans 
to family farmers, qualified under Group B of Pronaf - BNB contracted 75.5 thousand transactions, 
totaling           R$ 104.2 million. The Program is implemented in all the Bank’s branches operating the 
PRONAF (161 units), serving 1,077 municipalities. This methodology is used to expedite the credit 
granting process and expand quantitatively and qualitatively service to family farmers, including direction 
on credit use.  
 
Prodetur/NE (Northeast Tourism Development Program) 
 
The Prodetur/NE was designed to meet part of the demands of the tourism chain, by investing in 
government actions proposed to remedy some of the region’s shortcomings, namely in infrastructure and 
institutional development. The second phase of the Program - Prodetur/NE II -, currently in progress, 
benefits the same centers of the Northeastern states that received investments during the first phase, as 
well as the Vale do Jequitinhonha region in Minas Gerais. Prodetur/NE-II involves funds of approximately 
US$ 400 million, of which US$ 240 million from Inter-American Development Bank (IDB) onlending and 
US$ 160 million from the Federal, State and Municipal Governments, and occasionally from the private 
sector. At the end of the six-month period, the Program had allocated approximately US$ 204 million to 
finance works and services, either completed or in progress or offered for contract award. This amount 
represents 85% of total financing volume.  
 
Structured Transactions 
 
Structured Transactions are those resulting from credit proposals that require specific service and 
differentiated solutions, in view of their specificities and the perceived importance to foster the 
development of the Northeast. The differentiated solutions are usual financial market practices, applied to 
large project finance, for which analyses are developed and solutions are made feasible by applying 
corporate finance methods and enhancing legal requirements to mitigate risks. In the first half of 2008, 
the Bank analyzed 27 consultation letters proposing Structured Transactions totaling R$ 2.0 billion and 
contracted 23 financing transactions with 18 clients totaling R$ 1.5 billion, ensuring the feasibility of 
projects with strong impact on the Northeast region. As a result, there are 90 contracted projects 
classified as structured transactions, involving total financing of R$ 6.4 billion, reaching a debit balance of 
R$ 4.2 billion at the end of the six-month period.  
  
 
Transactions with the Public Sector 
 
In order to provide BNB with an appropriate structure to conduct work focused on better serving the public 
sector, the Bank created an administrative unit to deal with this sector with the following functions: include 
the Bank in transactions with the public sector; identify possible transactions taking into consideration 
existing legal restrictions; contribute to having a closer institutional relationship; prepare awareness-
building material containing the Bank’s programs and actions, and products and services; and implement 
and monitor the strategies and actions for the business with the public sector in the State 
Superintendences. During the six-month period, the Bank developed public sector-related activities, such 
as: preparing a Business Diagnosis for the Public Sector; maintaining an agenda with State-Owned 
Companies and Ministries to look for solutions that result in expanding BNB’s business; prospecting new 
business with public agencies; structuring services for the transfer of funds from federal programs; 
supporting the Branches in their transactions with the public sector; and making in-house operational and 
technologic adjustments.  
 
 
 



 

Transactions with Micro and Small Businesses 
 
The process for financing leverage with small and micro businesses in the area where the Bank operates 
started in 2004 and keeps going strong, posting significant results, which are consequence of the 
business strategies implemented to offer a differentiated and preferential treatment to small and micro 
businesses. In the first half of 2008, BNB offered credit facilities to support small and micro businesses in 
the amount de R$ 500 million, from a target of R$ 1 billion for 2008, which represents an increase of 66% 
as compared to the 2007 target. In this six-month period, the Bank contracted 32,551 transactions totaling 
R$ 493.0 million with small and micro businesses or 98.6% of the set target. Some of the actions that 
contributed to this result in the first half are: the decrease in the investment financing and working capital 
interest rate for micro businesses; extension of the repayment term of the product FNE Insumos from 18 
to 24 months; institutional association with National SEBRAE (Small Business Support Service) to 
implement actions supplementary to credit; participation of the Bank in the Small and Micro Businesses 
Forum, promoted by the Ministry of Development, Industry and Foreign Trade (MDIC); business 
strategies with preferred clients to negotiate with franchise chains, shopping malls, suppliers, and 
production chains of large companies; and launching of the Inventory Turnover strategy, to be applied in 
periods prior to holidays. 
 
Credit and Commercial Portfolio 
 
In the first half of 2008, R$ 856.7 million in commercial credit transactions was contracted, a 60.0% 
increase as compared to the contracted transactions for the prior period. Direct Consumer Credit (CDC) 
and Working Capital products posted a 94.0% growth, reaching a volume of R$ 458.6 million in 
contracted transactions. The products Receivables Discounts and Secured Accounts totaled R$ 398.2 
million, a 33.3% increase. Several products and services are being developed or improved to increase 
the business of the commercial portfolio, especially: Offer of Surety and Bank Guarantee for Domestic 
Transactions, Banco do Nordeste Vehicle DCC, Bridge Loans, Working Capital, Buyer and Vendor 
Financing, and Credit Card. 
 
Foreign Trade and Foreign Exchange 
 
In the first half, the Bank launched the Northeast Export - a new credit facility aligned with Federal 
Government’s guidelines, supported by its new industrial policy called Production Development Policy 
(PDP) to foster Brazilian exports. With funds from the FNE, the product finances: isolated purchase of raw 
materials and inputs used in the production of export goods; products to form inventories of trading 
companies for export; and inputs used by service companies to provide services under agreements 
entered into with companies abroad. The foreign exchange portfolio closed the first half of 2008 with a 
book balance of R$ 261.3 million, which represents an increase of 73% as compared to the R$ 151.1 
million obtained in the same position last year. The sum of all foreign exchange transactions conducted in 
first half, comprising credit, “câmbio pronto” services (foreign exchange transaction settled in two days), 
interbank and arbitration transactions, totaled R$ 1,102.3 million, represented by 1,384 contracts.  
 
Credit Recovery 
 
In the first half of 2008, 103,353 transactions that were overdue or in default in December 2007  were 
settled. The amount was R$ 403.9 million. Of the amount involved, 19% corresponds to receipts in cash. 
R$ 280.3 million or 69.4% of the total amount of FNE transactions were also settled.  
 
 
 
 
 
 



 

FINANCIAL PERFORMANCE 
 
Total Assets 
 
At the end of the first half 2008, BNB’s global assets increased 6.4% as compared to the position at the 
end of 2007. This growth is mainly due to new time deposits, the inflow of FNE funds, and the recognition 
of revenue generated by the assets. Cash increased 3.2%, mostly as a result of the positive net effect of 
three main factors: increase in inflows of FNE funds; reimbursement of FNE lending operations (R$ 1,288 
million in the first half of 2008); and decreases from disbursements of FNE lending operations (R$ 2,284 
million in the first half of 2008). The own loan portfolio, including the allowance for loan losses, grew 
19.5%, especially for acquisition of payroll loans, whose balance in June 2008 is R$ 514.5 million. On the 
other hand, the balance of the allowance for loan losses increased in the period by R$ 111.9 million, less 
receivables written off from assets, in the amount de R$ 66.1 million, resulting a net growth of 15.5% as 
compared to the same period in 2007. 
 
FNE total assets grew 7.8% during the first half of 2008, mainly due to the increase in the inflow of funds 
from the National Treasury. In the first half of 2008, the inflow of funds from the National Treasury into 
FNE’s assets totaled R$ 1,948 million, against R$ 1,564 million in the first half of 2007 and R$ 1,650 
million in the second half of 2007. By comparing the positions as of June 30, 2008 and December 31, 
2007, there is an increase of 6.2% in the balance of investments in FNE lending operations (before the 
allowance) and 22.6% in the allowance for loan losses. The increase in the allowance derives mainly from 
the need to accrue the amounts of transactions renegotiated under Law N. 11,322, of July 13, 2006, as 
set forth by Interministerial Rule N. 46, of March 7, 2007, of the Ministries of Finance and National 
Integration, as well as from the transactions reclassified to the Fund, as required by Executive Act N. 432, 
of May 7, 2008. 
 
 
An important event was also the recovery of R$ 112 million to the Fund’s assets in the first half of 2008 
(against R$ 150 million in the first half of 2007) related to receivables previously written off as losses. Of 
this amount, R$ 94 million was recovered through renegotiations under Law N. 11,322 (against R$ 112 
million in the first half of 2007).  
 
At the end of the first half of 2008, FNE’s cash decreased by 21.6%, from R$ 2,368 million at the end of 
2007 to R$ 1,857 million. On the other hand, funds allocated to lending operations increased 54.2%, from 
R$ 2,085 million to R$ 3,215 million, reflecting the volume of transactions contracted during the six-month 
period that will be disbursed starting the second half of the year. 
 

GLOBAL ASSETS 
R$ million 

BNB FNE 
Breakdown 

12/31/2007 06/30/2008 12/31/2007 06/30/2008
Cash and Cash Equivalents,(*) Interbank 
Investments and Securities 8,810.6 9,093.2 2,367.4 1,856.8

Funds allocated to lending operations - - 2,085.2 3,215.5

Interbank Accounts 263.8 354.5 195.5 206.2
Lending operations - net of allowance 3,916.2 4,682.4 17,642.0 18,747.9
Other receivables  940.4 716.1 1.1 1.5
Other assets 18.2 18.3 1.6 1.4
Permanent assets 193.8 189.3 - -
Total 14,143.1 15,053.6 22,292.7 24,029.4
(*) BNB’s cash and cash equivalents include FNE’s available funds.  

 
 
 
 



 

Securities 
 
The securities portfolio as of June 30, 2008 amounts to R$ 5,222 million, practically the same volume as 
of December 31, 2007, when it totaled R$ 5,129 million, an increase of R$ 93 million, or 1.81% in the 
period. In the first half of 2008, no securities were reclassified among the categories above, and there 
were no sales of securities classified as “held-to-maturity securities”. The decrease in this category is due 
to the maturity of the securities. 
 

CLASSIFICATION OF THE SECURITIES PORTFOLIO 
R$ million 

 12/31/2007 06/30/2008
Trading securities 1 0
Available-for-sale securities 5,100 5,215
Held-to-maturity securities 28 7
Total Portfolio 5,129 5,222

 
Pursuant to Central Bank of Brazil Circular N. 3,068, of 11/08/2002, BNB prepared a projected cash flow 
for the purpose of classifying the Securities Portfolio, which indicates the availability of sufficient funds to 
honor all obligations and comply with the credit granting policies, without the need to sell securities 
classified as “Held-to-maturity securities”. Accordingly, the Management of BNB hereby declares that the 
Bank has the intent and financial capacity to hold these securities till maturity.  
 
Overall Lending Operations 
 
Lending operations plus other investments recorded under captions with credit features, such as 
advances on foreign exchange contracts and credits granted to debtors for purchase of assets, totaled 
R$ 25,110 million as of June 30, 2008, without the deduction of the allowance, which represents an 
increase of 9.2% in the six-month period.   
 

INVESTMENTS BY SOURCE/PROGRAM1 
  R$ million 

Source 12/31/2007 06/30/2008
FNE (Northeast Constitutional Financing Fund) 18,555  19,867  
Own Funds (except Crediamigo and BNB Savings) 1,442  2,126  
FAT (Fund for Workers’ Assistance) 712  696  
IDB (Inter-American Development Bank) 568  532  
“Fundo de Terras”/Agrarian Reform 371  406  
BNDES (National Bank for Economic and Social Development) 389  374  
BNB Savings 265  372  
Crediamigo (uses funds from the IBRD , FAT, DIM and Own Funds) 245  269  
Foreign Funding (Foreign Exchange) 255  262  
Other (STN, INCRA, FMM, FRT, etc.) 198 204  
TOTAL 22,999  25,110  

1 Includes lending operations and other captions with credit features, such as advances on foreign 
exchange contracts and credits granted to debtors for purchase of assets 
 
The balances of investments in loans, which as of December 31, 2007 represented 73.4% of total assets 
managed by BNB (consolidated BNB and FNE), represent as of June 30, 2008 75.5% of consolidated 
assets. The rural and agribusiness industries (R$ 14.5 billion) represent 57.9% of total investments in 
loans as of June 30, 2008, while the manufacturing, commerce and services industries accounted for 
29.1% (R$ 7.3 million). The infrastructure and development industries accounted for 9.7% of total 
investments in loans (R$ 2.4 million). 
 
 
 



 

 
LENDING OPERATIONS PER INDUSTRY                   R$ million 

BNB FNE 
Details 

12/31/2007 06/30/2008 12/31/2007 06/30/2008 
Lending operations - net of allowances 3,934.5 4,682.4 17,642.0 18,747.2 
• Lending operations 4,211.5 4,996.1 18,555.2 19,866.7 

 Manufacturing, commerce and 
services 1,237.6 2,042.3 4,638.1 5,277.9 

 Rural and agribusiness  1,808.9 1,790.8 12,201.6 12,748.2 
 infrastructure and development 599.1 592.0 1,715.6 1,840.6 
 Refinancing 525.3 549.9 - - 
 Other 40.6 21.1 - - 

• Allowances for loan losses (277.0) (313.8) (913.2) (1,119.5) 
Other - with loan characteristics (import 
and export, and other) - net of allowances 231.7 218.2 - 0.7 

Total 4,166.1 4,900.6 17,642.0 18,747.9 
 
Total Funds 
 
From December 31, 2007 to June 30, 2008, the Bank’s obligations to third parties increased 6.2%, as 
shown in the table below. 
 

TOTAL FUNDS 
R$ million 

  12/31/2007 06/30/2008
Demand deposits 143 177
Savings deposits 728 730
Time deposits 2,073 2,287

. FAT 550 503

. Finor - Cash and Reinvestments, Law N. 8,167 396 427

. Funding through the branch chain  1,127 1,357
Interbank deposits and other  173 180
FNE Funds 4,454 5,073
Onlendings - Local Currency (BNDES, FINAME and other 
i tit ti )

2,376 2,325
Onlendings - Foreign Currency 653 622
Borrowings 322 312
Money market funding 201 186
Tax and social security 560 252
Contingent liabilities 837 944
. FNE 648 756
. Civil, Tax, Labor and Other Lawsuits 189 188
Corporate and Statutory Provisions 85 126
Accrued liabilities 1,025 1,101
. CVM Resolution N. 371 (Post-Employment Benefits) 810 853
. Other  215 248
Other Payables 99 175
Total obligations to third parties 12,541 13,327
Deferred income 0 0
Shareholders’ Equity 1,602 1,726
Total Liabilities and BNB Shareholders’ Equity 14,143 15,054



 

 
Shareholders’ Equity 
 
As of June 30, 2008, BNB’s shareholders' equity was R$ 1,725.8 million (R$ 1,602.5 million, as of 
December 31, 2007). Capital as of June 30, 2008, of R$ 1,299 million, is equal to capital as of June 30, 
2007. BNB’s capital is represented by 87.001.901 paid-up shares without par value (after the reverse 
split). The Extraordinary Shareholders' Meeting held on March 17, 2008 approved a reverse stock split at 
the ratio of 10,000:1. 
 
 
Net Income 
 
BNB’s net income for the six-month period was R$ 205.1 million, 168.1% higher than in the same period 
of 2007 (R$ 76.5 million). Earnings per thousand shares were R$ 0.24 as of June 30, 2008 against        
R$ 0.09 as of June 30, 2007. Return on shareholders’ equity, calculated on the balance as of June 30, 
2008, was 25.18% per year. This ratio was 10.02% per year as of June 30, 2007. If calculated on average 
shareholders’ equity in the first half of 2008, return on shareholders’ equity increases to 26.40% per year 
from 10.28% per year in 2007. 
 
Capital Adequacy Ratio 
 
As of June 30, 2008, BNB’s capital adequacy ratio (Basel Ratio) was 15.08% (18.15%, as of June 30, 
2007), with Regulatory Capital of R$ 1,726 million (R$ 1,563 million as of June 30, 2007). National 
Monetary Council Resolution N. 2,099/94 and supplemental rules established by the Central Bank of 
Brazil determine, for June 30, 2008,  a minimum threshold of 11% for the capital adequacy ratio and, in 
the case of the Bank, minimum regulatory capital of R$ 1,258 million. 
 
Capital Market  
 
BNB continues to expand its capital market operations through several innovative actions. BNB was the 
leading underwriter of the public offering of the FIDC Multisetorial SM LP (Receivables investment fund) 
and the placement of Energisa S/A and Gafisa S/A debentures, and the commercial promissory notes of 
Concessionária do Rodoanel Oeste S/A, totaling over R$ 130 million. It also formalized its interest in the 
CRIATEC Venture Capital Fund, together with the BNDES, to finance Northeastern innovative micro and 
small businesses, totaling R$ 100 million, and structured and initiated the distribution of shares of the 
Northeastern Energy Equity Fund (FIP), to support small power generators using alternative sources in 
the region. 
 
Investment Funds 
 
In the first half of 2008, two new investment funds were launched, the Banco do Nordeste Fundo de 
Investimento Ações Petrobras and the Banco do Nordeste Fundo de Investimento Ações Vale, focused 
on investors who wish to take higher risks to earn higher returns. At the end of the six-month period, BNB 
kept under its management 17 investment funds, 11 of which are offered to retail clients, 2 to the public 
sector and 4 are exclusive funds. The funds’ equity at the end of the period was R$ 2,218.9 million, an 
increase of 7.67% as compared to the last position in 2007. 
 
 
DEVELOPMENT ACTIONS 
 
After completing the updating of the Territorial Development Policy - which evidences BNB’s commitment 
to qualitatively fostering competitiveness of the regional production chains - the Bank undertook important 
initiatives, such as the creation of the trademark “Nordeste Territorial” which gathers a set of initiatives 
linked to the Territorial Development Policy, from the work methodology to the targets and the 
implementation and management tools. The Bank created a work group to review and update the Green 
Protocol - a letter of principles for sustainable development, signed by the federal banks in 1995. 
 
 
 



 

The Bank is a partner of the Federal Government in its main policies included in the Citizenship 
Territories Program, and is present in 34 of the 60 Territories of the Program, which covers 587 
municipalities, 337 of which in the semiarid region. In 2007 BNB started to finance family farmers who 
were growing oilseeds for the production of biodiesel as part of the National Biodiesel Production and Use 
Program (PNPB). In the first half of 2008, contracts for the PNPB totaled R$ 875,000, involving 322 
transactions. 
 
 
NORTHEAST TECHNICAL OFFICE OF ECONOMIC STUDIES (ETENE) 
 
In the first half of 2008, BNB’s Northeast Technical Office of Economic Studies (ETENE) prioritized the 
assessment of the Bank’s programs, in response to the demands of the institution and the public 
administration regulatory agencies. As manager of scientific and technologic support funds, the Bank 
published notices and selected projects within the Bank’s areas of interest. 
 
FNE and its subprograms are assessed based on a specific methodology developed for the Program, 
with the support of outside consultants. The methodology, finished in 2006, defined Performance, 
Effectiveness and Results and Impacts indicators for each FNE subprogram, comprising research with 
secondary and primary data. In 2007, it assessed the Northeast Agribusiness Development Support 
Program (AGRIN). The assessment of FNE-Commerce and Services and FNE-Manufacturing started this 
half. This assessment takes into consideration the contracts entered into in these two industries in the 
period 2000 to 2005. Another study started this half was the assessment of the Regional Tourism Support 
Program (FNE-PROATUR). An assessment of Crediamigo was completed in association with Fundação 
Getúlio Vargas (FGV), and concluded that the Program helped to expand access to credit in Northeastern 
urban areas, and the estimated impact of financing on the operating profit of the financed businesses was 
30.7% in real terms. 
 
 
Scientific and Technologic Support and Special Development Projects Funds 
 
The Bank manages three research support and special development projects funds: the Scientific and 
Technologic Development Fund (FUNDECI), the Northeast Socioeconomic Activities Support Fundo 
(FASE) and the Regional Development Fund (FDR). In the first half of 2008, the Bank contracted 107 
FUNDECI projects totaling R$ 5.2 million in non-reimbursable funds comprising the most varied activities. 
The FASE supported 53 projects totaling R$ 1.9 million. The FDR supported 43 projects in the amount of 
R$ 2.4 million. 
 
 
CORPORATE INFORMATION 
 
Personnel Management 
 
At the end of the first half of 2008, the Bank had 5,801 employees, an increase of 75 new employees as 
compared to December 31, 2007. The Scholarship Program permitted hiring 223 new scholarship 
recipients, of which 191 from high schools and 32 from colleges. The 2008 Corporate Education Plan was 
approved in the first half. This Plan estimates the investment of approximately R$ 29 million to create 
over 30,000 training and education opportunities to the Bank’s employees, supported by two lines of 
action: formal education and professional education. In the first half, more than 491 employees were 
selected to participate in the BNB’s Professional Growth Project, the mission of which is to design the 
main lines of the Bank’s succession process and implement actions that aim at ensuring that the 
succession in the main positions of the institution is made in a natural and planned way. 
 
 
 
 
 
 



 

CORPORATE GOVERNANCE 
 
The Bank’s organizational structure is designed based on corporate governance principles intended to 
ensure the organization’s soundness by means of an appropriate management of the risks involved and 
profit generation.  
 
BNB has a specific Department to handle Control and Risks, in compliance with Central Bank Resolutions 
N. 3,380 and N. 3,464, which establish that financial institutions must implement an operational risk and 
market risk management structure. The Internal Control, Security and Risk Management Area, which 
reports to the Officer in charge of this Department, is responsible for overseeing three Environments: 
Internal Control, Corporate Security and Risk Management.  
 
The organization flowchart and responsibilities of the units subordinated to this department are as follows. 
 

STRUCTURE OF THE CONTROL AND RISK DEPARTMENT  

 
 
The Internal Control, Security and Risk Management Area is responsible for: developing strategies to 
identify, assess, monitor, control, manage, and mitigate credit, market, liquidity and operational risks; 
define the minimum capital allocation levels to support these risks; define and manage corporate security 
actions; and implement internal controls segregated from the other areas. The Internal Control 
Environment is responsible for: defining control mechanisms and procedures for mitigating the Bank’s 
risks; perform, separately from the other Bank areas, the activities related to Internal Control System 
management; monitor the compliance with laws and regulations applicable to the organization; check the 
conformity of operations, processes, products and services; and disseminate the policies and actions 
aimed at prevention and suppression of money laundering. The Corporate Security Environment is 
responsible for: defining, managing and participating in the implementation of corporate security 
procedures, comprising the physical and logical security of information, banking security, asset security, 
communication security, and people security. The Risk Management Environment is responsible for: 
ensuring the maintenance of risk levels appropriate to the Bank’s strategies and capital structure, through 
the management of credit, market, liquidity and operational risk models and methodologies. 
 
The complete description of BNB’s operational, credit and market risk management structure will be 
included in the Bank’s 2008 Annual Report, to be issued in 2009. The Annual Report is made available 
on the Internet, in the portal www.bnb.gov.br and distributed to the Bank’s stakeholders. 
 
The Bank has an Internal Audit Area, recently restructured, to accomplish audit by process based on 
risks. 
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Audit Committee 
 
BNB has an Audit Committee, which is a Board of Directors’ advisory committee, responsible for 
monitoring the efficiency and effectiveness of internal controls, internal audit, independent audit and 
accounting area. As part of its institutional role, the Audit Committee attends the Board of Directors’ 
Meetings and is in permanent contact with the Executive Committee and different Bank areas to verify the 
quality of the Institution’s accounting and financial information, improvement of internal controls, and 
compliance with laws and internal regulations, as well as ratify, at the end of each six-month period, the 
Ombudsman Report. 
 
Institutional Ombudsman Department 
 
Established in 2007, the mission of the Institutional Ombudsman Department is to improve the Bank’s 
relationship with its different stakeholders, acting as a communication channel between the citizens - in 
particular its clients and the users of its products and services - and the institution.  
 
During the six-month period, the Ombudsman Department received 377 complaints and opinions from 
clients, an average of 62.8 claims per month, representing an increase of 97.9% as compared to the 
monthly average in the prior six-month period. All claims sent to the Ombudsman Department were 
replied within the legal 30-day deadline. 
 
STATEMENT OF VALUE ADDED 
 
The value added produced by BNB in the first half of 2008 was R$ 680.0 million, exceeding by 49.2% the 
value added in the same period in 2007. 
 

STATEMENT OF VALUE ADDED               R$ million 

 1st Half 08  1st Half 07  

Revenue 1,603.6 1,266.6  
Financial intermediation 1,249.5 994.6  
Provision of services  461.8 334.7  
Allowance for loan losses – Reversal/recognition (110.2) (63.0) 
Nonoperating 2.5 0.3  

Expenses on financial intermediation (443.5) (399.8) 
Inputs purchased from third parties (468.5) (400.5) 

Materials, energy and other (276.9) (234.5) 
Outside services (95.0) (80.3) 
Loss/recovery of assets (96.6) (85.6) 

Gross value added 691.5 466.3  
Retentions (11.5) (10.6) 
Net value added generated by the entity 680.0 455.7  
Distribution of value added 680.0 100.0 455.7  100.0

Personnel  334.4 49.2 268.7  59.0
• Salaries, related charges and benefits 238.7 35.1 206.0  45.2
• Post-employment benefits (CVM Resolution 371) 77.3 11.4 52.0  11.4
• Profit sharing 18.5 2.7 10.6  2.3

Taxes payable  134.9 19.8 105.0  23.0
Rentals 5.5 0.8 5.6  1.2
Dividends/interest on own capital 107.4 15.8 42.4  9.3
• Federal Government 101.1 14.9 39.9 8.8
• Other 6.3 0.9 2.5  0.6

Retained earnings/ accumulated deficit  97.7 14.3 34.1  7.5



 

CVM INSTRUCTION 
 
With respect to CVM Instruction N. 381/03, of January 14, 2003, Banco do Nordeste do Brasil 
communicates that Deloitte Touche Tohmatsu Auditores Independentes, engaged as Independent 
Auditors, has not provided non-audit services in the first half of 2008. 
 
 

 
Fortaleza, July 29, 2008 

 
BOARD OF DIRECTORS 

OFFICERS 
 
 



(Convenience Translation into English from the Original Previously Issued in Portuguese)

ASSETS 06/30/2008 06/30/2007

 CURRENT ASSETS 7.947.082 5.474.144
 CASH AND CASH EQUIVALENTS 66.217 54.049
  INTERBANK INVESTMENTS (note 4) 3.805.397 1.982.828
   Money market investments 2.622.838 1.817.252
   Interbank deposits 1.182.559 165.576
  SECURITIES AND DERIVATIVES (note 5) 1.654.194 1.803.706
   Own portfolio 1.351.955 1.784.592
   Held under repurchase commitments 137.441 -
   Linked to guarantees 164.798 19.114
  INTERBANK ACCOUNTS 315.901 183.890
   Payments and receipts pending settlement 61.527 19.204
   Restricted deposits:  
    Deposits - Central Bank of Brazil 245.214 157.349
    National Treasury - Rural loan 7.346 5.560
    Interbank onlendings 776 522
   Correspondents 1.038 1.255
  LENDING OPERATIONS (note 6) 1.395.393 927.133
   Public sector 42.740 42.598
   Private sector 1.505.553 1.008.935
   (Allowance for loan losses) (152.900) (124.400)
  OTHER RECEIVABLES (note 7) 691.708 502.182
   Receivables for guarantees honored 11 11
   Foreign exchange portfolio 223.795 124.009
   Income receivable  24.845 24.668
   Trading accounts 1 7
   Specific receivables 291 291
   Other receivables 455.682 360.955
   (Allowance for losses on other receivables)  (12.917) (7.759)
  OTHER ASSETS 18.272 20.356
   Other 7.882 13.453
   (Allowance for devaluation) (2.231) (5.971)
   Prepaid expenses 12.621 12.874
 LONG-TERM ASSETS 6.917.229 7.212.037
  SECURITIES AND DERIVATIVES (note 5) 3.567.354 4.327.831
   Own portfolio 3.567.274 4.265.139
   Linked to guarantees - 62.692
   Derivatives 80 -
  INTERBANK ACCOUNTS 38.559 37.683
   Restricted deposits:
    National Treasury - Rural loan 716 906
    National Housing System (SFH) 31.634 27.765
    Interbank onlendings 6.209 9.012
  LENDING OPERATIONS (note 6) 3.286.968 2.596.021
   Public sector 1.039.378 1.005.377
   Private sector 2.408.442 1.739.294
   (Allowance for loan losses) (160.852) (148.650)
  OTHER RECEIVABLES (note 7) 24.348 250.502
   Receivables for guarantees honored  11 29
   Other receivables 66.507 276.279
   (Allowance for losses on other receivables)  (42.170) (25.806)
 PERMANENT ASSETS (note 8) 189.313 192.561
  INVESTMENTS 1.033 951
   Other investments 5.872 5.655
   (Allowance for losses) (4.839) (4.704)
  PROPERTY AND EQUIPMENT IN USE 183.339 185.851
   Real estate 117.444 112.091
   Real estate revaluation 111.628 111.628
   Other 118.919 108.165
   (Accumulated depreciation) (164.652) (146.033)
  DEFERRED CHARGES 4.941 5.759
   Organization and expansion costs 10.533 10.603
   (Accumulated amortization) (5.592) (4.844)
 TOTAL ASSETS 15.053.624 12.878.742

The accompanying notes are an integral part of these financial statements

BANCO DO NORDESTE DO BRASIL S.A.

BALANCE SHEETS AS OF JUNE 30, 2008 AND 2007
(In thousands of Brazilian reais - R$)

 






