Rating Action: Moody's América Latina upgrades BBM's global scale and NSR
unsecured debt ratings to Ba1/Aaa.br; negative outlook
Global Credit Research - 04 Nov 2016
Sao Paulo, November 04, 2016 -- Moody's América Latina today upgraded Banco BBM S.A.'s (BBM) long-term
local currency senior unsecured debt rating to Ba1, from Ba2; and the long-term Brazilian national scale senior
unsecured debt rating to Aaa.br, from Aa2.br. The outlook remains negative.
The following ratings of Banco BBM S.A. were upgraded;
- Long-term global local-currency senior unsecured debt rating: to Ba1 from Ba2, negative outlook
- Long-term Brazilian national scale senior unsecured debt rating: to Aaa.br from Aa2.br
RATINGS RATIONALE
The upgrade of BBM's ratings incorporates Bank of Communication's majority ownership stake and the
strategic importance that the Brazilian subsidiary may have to its controlling bank. BoCom is expected to
appoint executives to certain key positions at the bank and will closely engage in the subsidiary's strategic
decision making process, including BBM's support to operations of Chinese related companies in Brazil.
Moody's expects BBM's solvency and liquidity to remain broadly consistent with current levels, however, its
deposit ratings now benefit from one notch of uplift, to Ba1, to incorporate the expectation of affiliate support to
the Brazilian operation.
The completion of the acquisition will likely result in BBM expanding its loan book, as it takes advantage of a
new potential universe of borrowers, including large corporate and Chinese companies, and a recovering credit
demand, following years of very conservative risk management. We expect the bank to leverage its balance
sheet, leading to capitalization ratios that will be lower than the current 14.3% tangible common equity to risk
weighted assets, and the 21.1% regulatory common equity tier 1 ratio. However, its capital position is likely to
accommodate at still solid levels. As the bank targets large corporations, its consistently strong asset quality
may improve further, although the risk of increasing loan concentration may add volatility to asset risk and
earnings.
BBM's reliance on market funds is expected to remain high, but the bank will likely have access to a wider pool
of investors, and it may even benefit from new funding facilities provided by the parent. This will support BBM's
expanded strategic focus, enabling the bank to appropriately manage its liquidity in response to a likely
extension of its assets duration. A lower cost of funding and greater scale will benefit profitability at BBM's
current operational infrastructure, but we anticipate some margin compression if new corporate lending leads
to lower spreads.
WHAT COULD MAKE THE RATING GO DOWN
The negative outlook on BBM's ratings reflects the negative outlook on Brazil's sovereign ratings, and which
constrain the bank's baseline credit assessment (BCA). In the event Brazil's sovereign rating and its country
ceilings were to be lowered further, BBM's ratings would also decline Also, a multi-notch downgrade on
BoCom's BCA could lead to a downgrade on BBM's ratings.
A higher-than-expected deterioration of its capital position and asset risk profile, following the new strategic
focus and an eventual higher balance sheet leverage , could put negative pressure on BBM's BCA and ratings.
WHAT COULD MAKE THE RATING GO UP
BBM's ratings are unlikely to be upgraded because they have a negative outlook, in line with the sovereign
rating's negative outlook.
METHODOLOGIES USED
The principal methodology used in these ratings was Banks published in January 2016. Please see the Rating

Methodologies page on www.moodys.com.br for a copy of this methodology.
Moody's National Scale Credit Ratings (NSRs) are intended as relative measures of creditworthiness among
debt issues and issuers within a country, enabling market participants to better differentiate relative risks.
NSRs differ from Moody's global scale credit ratings in that they are not globally comparable with the full
universe of Moody's rated entities, but only with NSRs for other rated debt issues and issuers within the same
country. NSRs are designated by a ".nn" country modifier signifying the relevant country, as in ".za" for South
Africa. For further information on Moody's approach to national scale credit ratings, please refer to Moody's
Credit rating Methodology published in May 2016 entitled "Mapping National Scale Ratings from Global Scale
Ratings". While NSRs have no inherent absolute meaning in terms of default risk or expected loss, a historical
probability of default consistent with a given NSR can be inferred from the GSR to which it maps back at that
particular point in time. For information on the historical default rates associated with different global scale
rating categories over different investment horizons, please see
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_189530 .
LAST RATING ACTION
The last rating action on Banco BBM S.A. was on 25 February 2016, when Moody's downgraded the bank's
long-term local-currency senior unsecured debt rating to Ba2 from Baa3 and the long-term Brazilian national
scale senior unsecured debt rating to Aa2.br from Aa1.br, following the downgrade of Brazil's government
bond rating to Ba2, from Baa3. The outlook of the bank's ratings was changed to negative in line with the
negative outlook on the sovereign bond rating.
REGULATORY DISCLOSURES
Information sources used to prepare the rating are the following: parties involved in the ratings, public
information, and confidential and proprietary Moody's information.
Information type used to prepare the rating is the following: financial data, public information, Moody's
information and Regulatory filings.
Moody's considers the quality of information available on the rated entity, obligation or credit satisfactory for the
purposes of issuing a rating.
Moody's adopts all necessary measures so that the information it uses in assigning a 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 rating process.
The rating has been disclosed to the rated entity or its designated agent(s) and issued with no amendment
resulting from that disclosure.
Please see the ratings disclosure page on www.moodys.com.br for general disclosure on potential conflicts of
interests.
Moody's America Latina Ltda. may have provided Other Permissible Service(s) to the rated entity or its related
third parties within the 12 months preceding the credit rating action. Please go to the report "Ancillary or Other
Permissible Services Provided to Entities Rated by Moody's America Latina Ltda." in the link:
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_192958 for detailed information.
Entities rated by Moody's America Latina Ltda. and the rated entities' related parties may also receive
products/services provided by parties related to Moody's America Latina Ltda. engaging in credit ratings
activities within the 12 months preceding the credit rating action. Please go to the link
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_192960 for a list of entities receiving
products/services from these related entities and the products/services received.
The date of the last Credit Rating Action was on 25 February 2016.
Moody's ratings are constantly monitored, unless designated as point-in-time ratings in the initial press release.
All Moody's ratings are reviewed at least once during every 12-month period.
For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or

category/class of debt 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 rating action on the support provider
and in relation to each particular 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 ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.br.
For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
rating action, and whose ratings may change as a result of this 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.
Please see ratings tab on the issuer/entity page on www.moodys.com.br for the last rating action and the rating
history. The date on which some ratings were first released goes back to a time before Moody's ratings were
fully digitized and accurate data may not be available. Consequently, Moody's provides a date that it believes
is the most reliable and accurate based on the information that is available to it. Please see the ratings
disclosure page on our website www.moodys.com.br for further information.
Please see Moody's Rating Symbols and Definitions on the Rating Process page on www.moodys.com.br for
further information on the meaning of each rating category and the definition of default and recovery.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.
Please see www.moodys.com.br 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 ratings tab on the issuer/entity page on www.moodys.com.br for additional regulatory
disclosures for each credit rating.
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