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INFORMATION MEMORANDUM

& Santander

Banco Santander (Brasil) S.A.

(a company incorporated under the laws of the Federative Republic of Brazil),
acting through its principal office in Brazil or acting through its Grand Cayman Branch

U.S.$3,500,000,000 Global Medium-Term Note Program

Banco Santander (Brasil) S.A., acting through its principal office in Brazil or through its Grand Cayman Branch (“Santander”, “we” or the
“Issuer”), may from time to time issue medium-term notes (the “Notes”) pursuant to the Global Medium-Term Note Program described herein
(the “Program”) denominated in U.S. dollars or such other currencies or currency units as may be set forth in final terms (each, a “Final Terms”)
to this information memorandum subject to all legal and regulatory requirements applicable to issuances in particular currencies. The Notes will
have maturities of seven calendar days or more from their date of issue as set forth in the applicable Final Terms. The maximum nominal amount
of all Notes from time to time outstanding will not exceed U.S.$3,500,000,000 (or the equivalent, calculated as described herein, in other
currencies or currency units), subject to any duly authorized increase. All references herein to the Program should be read to take into account
such increases. The Notes may bear interest on a fixed or floating rate basis, be issued on a fully discounted basis and not bear interest, or be
indexed. The Notes may be issued in bearer or registered form. The Notes will be unsecured and unsubordinated obligations of the Issuer and
will rank pari passu with all other present and future unsecured and unsubordinated obligations of the Issuer.

All Notes denominated in the same currency, having the same maturity date, bearing interest, if any, on the same basis and at the same
rate and the terms of which are otherwise identical, except for the issue date, interest commencement date and/or the issue price and, in respect
of a series of Currency Constraint Notes (as defined herein) and related Exchanged Notes (as defined herein), the Specified Principal Payment
Currency (as defined herein) and Specified Interest Payment Currency (as defined herein) (if applicable) and the related payment provisions,
will constitute a series (each, a “Series”). Each Series shall be all in bearer form or all in registered form and may be issued in one or more
tranches (each, a “Tranche”) on different issue dates and at different issue prices but on terms otherwise identical (except in relation to interest
commencement dates and matters related thereto and matters related to the Currency Constraint provisions (if applicable) described herein).
The aggregate nominal amount, any interest rate or interest calculation, the issue price, and any other terms and conditions not contained herein
with respect to each Series or Tranche of Notes will be established at the time of issuance and set forth in the applicable Final Terms.

The Notes may be offered by the Issuer directly or through one or more of the dealers listed below and any other dealer appointed from
time to time by the Issuer (each, a “Dealer”) on a continuous basis or through syndicated placements. The applicable Final Terms will specify
the Dealer, Dealers or syndicate of Dealers through which the Notes of a particular Series will be offered. Notes may also be sold to a Dealer
or Dealers as principal, at negotiated discounts or otherwise, and Notes may be sold to or through syndicates of financial institutions for which
a Dealer will act as lead manager.

See “Risk Factors” beginning on page 22 for a discussion of certain factors to be considered in connection
with an investment in the Notes.

Application has been made to admit the Program for listing on the Official List of the Luxembourg Stock Exchange and to trading
on the Euro MTF market. Santander may apply to, but is not obliged to, admit the Notes to be issued under the Program to listing on the
Official List of the Luxembourg Stock Exchange and to trading on the Euro MTF market. The Final Terms applicable to a Series will
specify whether or not Notes of such Series have been admitted to listing on the Official List of the Luxembourg Stock Exchange and to
trading on the Euro MTF market. In case the Notes are not admitted to listing on the Official List of the Luxembourg Stock Exchange
and to trading on the Euro MTF market, Santander is not obliged to list the Notes on any other stock exchange.

This information memorandum constitutes a base prospectus for the purposes of listing Notes on the Luxembourg Stock Exchange
and trading on the Euro MTF market. It should be read and construed together with any Final Terms and any supplemental
information memorandum and with any documents incorporated by reference herein. Information in this information memorandum
replaces and supersedes any information in the information memorandum of Santander dated April 6, 2009 and should only be used as
a base for the Notes to be issued under the Program as set forth in the Final Terms, attached hereto.

WE HAVE NOT REGISTERED AND WILL NOT REGISTER THE NOTES UNDER THE UNITED STATES SECURITIES
ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). ACCORDINGLY, THE NOTES ARE BEING OFFERED AND SOLD
ONLY (I) IN THE UNITED STATES TO QUALIFIED INSTITUTIONAL BUYERS AS DEFINED IN RULE 144A UNDER THE
SECURITIES ACT AND (II) OUTSIDE THE UNITED STATES TO NON-U.S. PERSONS IN ACCORDANCE WITH REGULATION
S UNDER THE SECURITIES ACT (“REGULATION S”). BECAUSE THE NOTES HAVE NOT BEEN AND WILL NOT BE
REGISTERED UNDER THE SECURITIES ACT, THEY ARE SUBJECT TO CERTAIN RESTRICTIONS ON RESALES AND
TRANSFERS DESCRIBED UNDER “SUBSCRIPTION AND SALE” AND “TRANSFER RESTRICTIONS.”

Global Arranger
Santander Investment Limited

Dealers
Santander Investment Limited Santander Investment Securities Inc.

The date of this information memorandum is March 26, 2010.
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THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE
SECURITIES ACT OR ANY STATE SECURITIES LAWS AND THE NOTES MAY INCLUDE
NOTES IN BEARER FORM THAT ARE SUBJECT TO U.S. TAX LAW REQUIREMENTS. THE
NOTES MAY NOT BE OFFERED, SOLD OR, IN THE CASE OF BEARER NOTES, DELIVERED
DIRECTLY OR INDIRECTLY WITHIN THE UNITED STATES OR TO OR FOR THE ACCOUNT
OR BENEFIT OF U.S. PERSONS (AS DEFINED IN REGULATION 8S), EXCEPT PURSUANT TO
AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT. SEE “SUBSCRIPTION AND SALE.”

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES
SECURITIES AND EXCHANGE COMMISSION, ANY STATE SECURITIES COMMISSION IN
THE UNITED STATES OR ANY OTHER REGULATORY AUTHORITY, AND NONE OF THE
FOREGOING AUTHORITIES HAS PASSED UPON OR ENDORSED THE MERITS OF THE
OFFERING OF NOTES OR THE ACCURACY OR ADEQUACY OF THIS INFORMATION
MEMORANDUM. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE IN
THE UNITED STATES.

IN CONNECTION WITH THE ISSUE OF ANY TRANCHE OF NOTES, THE DEALER OR
DEALERS (IF ANY) NAMED AS THE STABILIZING MANAGER(S) (OR PERSONS ACTING ON
BEHALF OF ANY STABILIZING MANAGER(S)) IN THE APPLICABLE FINAL TERMS MAY
OVER-ALLOT NOTES OR EFFECT TRANSACTIONS WITH A VIEW TO SUPPORTING THE
MARKET PRICE OF THE NOTES AT A LEVEL HIGHER THAN THAT WHICH MIGHT
OTHERWISE PREVAIL. HOWEVER, THERE IS NO ASSURANCE THAT THE STABILIZING
MANAGER(S) (OR PERSONS ACTING ON BEHALF OF A STABILIZING MANAGER) WILL
UNDERTAKE STABILIZATION ACTION. ANY STABILIZATION ACTION MAY BEGIN ON OR
AFTER THE DATE ON WHICH ADEQUATE PUBLIC DISCLOSURE OF THE TERMS OF THE
OFFER OF THE RELEVANT TRANCHE OF NOTES IS MADE AND, IF BEGUN, MAY BE ENDED
AT ANY TIME, BUT IT MUST END NO LATER THAN THE EARLIER OF 30 DAYS AFTER THE
ISSUE DATE OF THE RELEVANT TRANCHE OF NOTES AND 60 DAYS AFTER THE DATE OF
THE ALLOTMENT OF THE RELEVANT TRANCHE OF NOTES. ANY STABILIZATION
ACTION OR OVER-ALLOTMENT SHALL BE CONDUCTED IN ACCORDANCE WITH ALL
APPLICABLE LAWS AND REGULATIONS.

NOTICE FOR NEW HAMPSHIRE RESIDENTS ONLY: NEITHER THE FACT THAT A
REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE HAS BEEN FILED
UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES (THE “RSA”) WITH
THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A NOTE IS EFFECTIVELY
REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE
CONSTITUTES A FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED
UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT
NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A NOTE OR A
TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY
UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL
TO, ANY PERSON, NOTE OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE
MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY
REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

In this information memorandum, the terms “Santander Brasil”, “Santander”, the “Santander Brasil
Group”, the “Bank™, “we”, “us”, “our” and “our company” mean Banco Santander (Brasil) S.A. and its
consolidated subsidiaries (including, as from August 30, 2008, the entities of Banco Real), unless otherwise
indicated or the context otherwise requires. References to “Banco Real” mean Banco ABN AMRO Real S.A.
and ABN AMRO Brasil Dois Participagoes S.A. and their respective consolidated subsidiaries, unless
otherwise indicated. References to “Banespa” mean Banco do Estado de Sdo Paulo S.A. —Banespa, one of
our predecessor entities. The terms “Santander Spain” and “our parent” mean Banco Santander, S.A.
References to “Santander Group” or “Grupo Santander” mean the worldwide operations of the Santander
Spain conglomerate, as indirectly controlled by Santander Spain and its consolidated subsidiaries, including
Santander Brasil.



PROSPECTIVE PURCHASERS OF THE NOTES SHOULD BE AWARE THAT THE NOTES
ARE NOT GUARANTEED BY, NOR DO THEY CONSTITUTE AN OBLIGATION OF, BANCO
SANTANDER, S.A. OR ANY ENTITIES CONTROLLED BY IT OTHER THAN SANTANDER.

Notes offered hereby may be issued in registered form, without interest coupons (“Registered Notes”), or
in bearer form, with or without interest coupons (“Bearer Notes™), as specified in the applicable Final Terms.
Notes initially sold to qualified institutional buyers (“QIBs”) will, unless otherwise specified, be available
only in book-entry form, and will be represented by a Registered Note in the form of a restricted global note
certificate (the “DTC Restricted Global Note”) deposited on or about the issue date as specified in the
applicable Final Terms with or on behalf of The Depository Trust Company (“DTC”) and will be registered in
the name of its nominee. Registered Notes sold outside the United States in reliance on Regulation S will,
unless otherwise specified, be available only in book-entry form and will be represented by either (i) an
unrestricted global note certificate (a “DTC Unrestricted Global Note™) deposited on or about the issue date as
specified in the applicable Final Terms with or on behalf of DTC for the accounts of its direct and indirect
participants, including Euroclear Bank S.A./N.V. (“Euroclear”) and Clearstream Banking, société anonyme
(“Clearstream, Luxembourg”), or (ii) an international global note certificate (an “International Global Note
Certificate”) deposited with a common depositary located outside the United States (a “Common Depositary”)
for Euroclear and Clearstream, Luxembourg. On or prior to the 40th day after the later of the commencement
of the offering and the date of delivery of the Notes of each Series, beneficial interests in a DTC Unrestricted
Global Note representing Notes of such Series may be held only through Euroclear or Clearstream,
Luxembourg. Bearer Notes will, unless otherwise specified, only be sold outside the United States to non-U.S.
persons in reliance on Regulation S and will, unless otherwise specified, initially be represented by a
temporary global Note (a “Temporary Global Note”) without interest coupons, deposited with or on behalf of
a Common Depositary for Euroclear and Clearstream, Luxembourg. Beneficial interests in such Temporary
Global Note shall be exchangeable for beneficial interests in a Permanent Global Note (as defined herein) in
bearer form in an equal aggregate nominal amount, not earlier than the 40th day after the applicable closing
date, upon certification of non-U.S. beneficial ownership in the form required by U.S. tax laws. See
“Book-Entry; Delivery and Form—Bearer Notes.”

The obligations of the Issuer in respect of the Notes are not in any way guaranteed by any government or
any agency or political subdivision thereof. The Dealers make no representations or warranties, express or
implied, as to the accuracy or completeness of the information contained or incorporated by reference in this
information memorandum.

The Issuer has not authorized the making or provision of any representation or information regarding the
Issuer or the Notes other than as contained or incorporated by reference in this information memorandum, the
Trust Deed (as defined herein), the Dealer Agreement (as defined herein), the Agency Agreement (as defined
herein) or any Final Terms, or as approved for such purpose by the Issuer. Any such representation or
information should not be relied upon as having been authorized by the Issuer or the Dealers. Neither the
delivery of this information memorandum, any supplement hereto and any Final Terms, nor any sale made
hereunder shall, in any circumstance, create any implication that there has been no change in the affairs of the
Issuer since the date hereof or that the information contained herein is correct as of any date subsequent to the
date as of which it is given herein. No person is or has been authorized to give any information or to make any
representation not contained in or not consistent with this information memorandum or any other information
supplied in connection with the Program or the Notes or any information made public by the Issuer and if
given or made, such information or representation must not be relied upon as having been authorized by the
Issuer or any of the Dealers.

This information memorandum can be used only for the purposes for which it has been published. This
information memorandum does not constitute an offer to sell in any jurisdiction to any person to whom it is
unlawful to make the offer or solicitation in such jurisdiction, nor does this information memorandum
constitute an invitation to purchase any Notes and should not be considered as a recommendation by the
Issuer or the Dealers that any recipient of this information memorandum should purchase any Notes. The
distribution of this information memorandum or any part of it, including any Final Terms, and the offer and
sale of the Notes in certain jurisdictions may be restricted by law. Persons into whose possession this
information memorandum comes are required by the Issuer and the Dealers to inform themselves about and to
observe any such restrictions. For a description of certain further restrictions on offers and sales of Notes and
on distribution of this information memorandum and other offering material relating to the Notes, see
“Subscription and Sale.”
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We are not making any representation to any purchaser of the Notes regarding the legality of an
investment in the Notes by such purchaser under any laws or regulations. You should not consider any
information in this information memorandum to be legal, business or tax advice. You should consult your
own attorney, business advisor and tax advisor for legal, business and tax advice regarding an investment in
the Notes.

The Notes will not be offered or sold to persons in the United Kingdom, except in circumstances which
have not resulted and will not result in an offer to the public in the United Kingdom other than in the
circumstances set out in section 86 of the Financial Services and Markets Act 2000, as amended (the
“FSMA?”). The Initial Purchaser has complied and will comply with all provisions of the FSMA, with respect
to anything done by it in relation to the Notes in, from or otherwise involving the United Kingdom. This
information memorandum must not be acted on or relied on by persons who are not relevant persons. Any
investment or investment activity to which this communication relates shall be available only to relevant
persons and will be engaged in only with relevant persons.

This information memorandum has been prepared on the basis that, except to the extent
sub-paragraph (ii) below may apply, any offer of Notes in any Member State of the European Economic Area
(each, a “Relevant Member State”) which has implemented European Council Directive 2003/71/EC (the
“Prospectus Directive”) will be made pursuant to an exemption under the Prospectus Directive, as
implemented in that Relevant Member State, from the requirement to publish a prospectus for offers of Notes.
Accordingly any person making or intending to make any offer of Notes in that Relevant Member State may
only do so (i) in circumstances in which no obligation arises for the Issuer or any Dealer to publish a
prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16
of the Prospectus Directive, in each case, in relation to such offer, or (ii) if a prospectus for such offer has
been approved by the competent authority in that Relevant Member State or, where appropriate, approved in
another Relevant Member State and notified to the competent authority in that Relevant Member State and (in
either case) published, all in accordance with the Prospectus Directive, provided that any such prospectus has
subsequently been completed by the applicable Final Terms which specify that offers may be made other than
pursuant to Article 3(2) of the Prospectus Directive in that Relevant Member State and such offer is made in
the period beginning and ending on the dates specified for such purpose in such prospectus or the relevant
Final Terms, as applicable. Except to the extent sub-paragraph (ii) above may apply, neither the Issuer nor any
Dealer have authorized, nor do they authorize, the making of any offer of Notes in circumstances in which an
obligation arises for the Issuer or any Dealer to publish or supplement a prospectus for such offer.

The Notes will not be registered with the Brazilian Securities Commission (Comissdo de Valores
Mobiliarios, or the “CVM”). Any public offering or distribution, as defined under Brazilian laws and
regulations, of the Notes in Brazil is not legal without such prior registration under Law 6,385, of December 7,
1976, as amended. If a Brazilian resident acquires any Note, such Note can neither circulate in Brazil in
bearer form nor be repaid in Brazil in a currency other than the Brazilian currency at the time such payment is
made. The Dealers have agreed not to offer or sell Notes in Brazil except in compliance with applicable
Brazilian laws or pursuant to an available exemption therefrom.

None of the Dealers or their affiliates assumes any obligation to purchase any Notes or to make a market
in the Notes, and no assurances can be given that a liquid market for the Notes will exist.

No invitation to the public in the Cayman Islands to subscribe for the Notes is permitted to be made.

Santander may apply to, but is not obliged to, admit the Notes to be issued under the Program to listing
on the Official List of the Luxembourg Stock Exchange and to trading on the Euro MTF market.

Santander, having made all reasonable inquiries, confirms that this information memorandum contains or
incorporates by reference all information with regard to the Issuer and its subsidiaries and affiliates, the
financial and political condition in Brazil, the banking, insurance and leasing industries in Brazil and the
Notes which is material in the context of the issue of the Notes, that such information contained or
incorporated by reference in this information memorandum is true and accurate in all material respects and is
not misleading, that any opinions and intentions expressed in this information memorandum are honestly held
and that there are no other facts the omission of which makes this information memorandum as a whole or
any of such information or the expression of any such opinions or intentions misleading in any material
respect. Santander accepts responsibility accordingly.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents shall be deemed to be incorporated in, and form part of, this information
memorandum:

e the most recently published annual audited and interim unaudited condensed consolidated financial
statements, from time to time, of Santander, such financial statements in each case prepared in
accordance with IFRS (as defined below) and in the English language; and

e all amendments and supplements to this information memorandum prepared from time to time in
accordance with the undertaking by Santander in the Dealer Agreement described below,

provided that any statement contained herein or in a document, all or a relevant portion of which is
incorporated by reference herein, shall be deemed to be modified or superseded for the purpose of this
information memorandum to the extent that a statement contained in any such subsequent document modifies
or supersedes such earlier statement.

Santander will, at the specified office of its Listing Agent, provide, without charge, a copy of this
information memorandum and a copy of any or all of the documents incorporated herein by reference, where
such documents will be available free of charge to any interested person. Santander has agreed to furnish to
the Luxembourg Stock Exchange all such information as required by the rules of the Luxembourg Stock
Exchange in connection with the listing on the Luxembourg Stock Exchange of the Notes. Santander shall,
during the continuance of the Program, prepare a supplement to this information memorandum whenever
required by the rules of the Luxembourg Stock Exchange. Our financial statements are also available at our
website at www.santander.com.br. None of the information on Santander’s website is part of, or incorporated
by reference in, this information memorandum.



WHERE YOU CAN FIND MORE INFORMATION

Santander Brasil is a reporting company subject to the informational requirements of the U.S. Securities
Exchange Act of 1934, as amended (The “Exchange Act”) and, in accordance therewith, files reports and
other information with the SEC. As foreign private issuer, Santander Brasil is exempt from the Exchange Act
rules regarding the provision and control of proxy statements and regarding short-swing profit reporting and
liability. Such reports and other information can be inspected and copied at the public references facilities of
the SEC at Room 1580, 100 F Street N.E., Washington, D.C. 20549. Copies of such material can also be
obtained at prescribed rates by writing to the Public Reference Section of the SEC at 100 F Street, N.E.,
Washington, D.C. 20549. Santander Brasil files materials with, and furnish material to, the SEC electronically
using the EDGAR System. The SEC maintains an Internet site that contains these materials at www.sec.gov.
In addition, such reports, proxy statements and other information concerning Santander Brasil can be
inspected at the offices of the New York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005,
on which equity securities of Santander Brasil are listed.
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FORWARD-LOOKING STATEMENTS

This information memorandum contains estimates and forward-looking statements, principally in “Risk
Factors”, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
“Business.” Some of the matters discussed concerning our business operations and financial performance include
estimates and forward-looking statements within the meaning of the Securities Act and the Exchange Act.

Our estimates and forward-looking statements are mainly based on our current expectations and estimates
on projections of future events and trends, which affect or may affect our businesses and results of operations.
Although we believe that these estimates and forward-looking statements are based upon reasonable
assumptions, they are subject to several risks and uncertainties and are made in light of information currently
available to us. Our estimates and forward-looking statements may be influenced by the following factors,
among others:

e increases in defaults by our customers and in impairment losses;

e decreases in deposits, customer loss or revenue loss;

e increases in provisions for contingent liabilities;

e  our ability to sustain or improve our performance;

e changes in interest rates which may, among other effects, adversely affect margins;

e competition in the banking, financial services, credit card services, insurance, asset management and
related industries;

e government regulation and tax matters;

e adverse legal or regulatory disputes or proceedings;

e  credit, market and other risks of lending and investment activities;

e decreases in our level of capitalization;

e changes in market values of Brazilian securities, particularly Brazilian government securities;

e changes in regional, national and international business and economic conditions and inflation; and

e  other risk factors as set forth under “Risk Factors.”

LRI CEINNT3 LEINNT3 LEINNT3 CEINNT3

The words “believe”, “may”, “will”, “estimate”, “continue”, “anticipate”, “intend”, “expect” and similar
words are intended to identify estimates and forward-looking statements. Estimates and forward-looking
statements speak only as of the date they were made, and we undertake no obligation to update or to review
any estimate and/or forward-looking statement because of new information, future events or other factors.
Estimates and forward-looking statements involve risks and uncertainties and are not guarantees of future
performance. Our future results may differ materially from those expressed in these estimates and forward-
looking statements. In light of the risks and uncertainties described above, the estimates and forward-looking
statements discussed in this information memorandum might not occur and our future results and our
performance may differ materially from those expressed in these forward-looking statements due to, inclusive,
but not limited to, the factors mentioned above. Because of these uncertainties, you should not make any
investment decision based on these estimates and forward-looking statements.
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

All references herein to the “real,” “reais” or “R$” are to the Brazilian real, the official currency of
Brazil. All references to “U.S. dollars,” “dollars” or “U.S.$” are to United States dollars. All references to the
“euro,” “euros” or “€” are to the common legal currency of the member states participating in the European
Economic and Monetary Union. References to “CI$” are to Cayman Island dollars. See “Exchange Rates” for
information regarding exchange rates for the Brazilian currency since 2004.

Solely for the convenience of the reader, we have translated certain amounts included in “Summary Financial
Information,” “Capitalization” and elsewhere in this information memorandum from reais into U.S. dollars using
the exchange rate as reported by the Central Bank of Brazil, or “Central Bank,” as of December 31, 2009 of
R$1.7412 to U.S.$1.00 or such other dates as indicated herein (subject to rounding adjustments). These translations
should not be considered representations that any such amounts have been, could have been or could be converted
into U.S. dollars at that or at any other exchange rate as of that or any other date. In addition, translations should not
be construed as representations that the rea/ amounts represent or have been or could be converted into U.S. dollars
as of that or any other date.

Certain figures included in this information memorandum have been subject to rounding adjustments.
Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the figures that
precede them.

Financial Statements

We maintain our books and records in reais. Our consolidated financial statements at and for each of the
years ended December 31, 2009, 2008 and 2007 have been audited, as stated in the report appearing herein,
and are included in this information memorandum. These financial statements are prepared in accordance
with International Financial Reporting Standards as issued by the International Accounting Standards Board,
or “IFRS.” In addition, our consolidated financial statements include the results of Banco Real as from
August 30, 2008.

On August 29, 2008, as further described in note 26 to our annual consolidated financial statements, Banco
ABN AMRO Real S.A. and ABN AMRO Brasil Dois Participagdes S.A. became our wholly-owned subsidiaries
pursuant to a share exchange transaction (incorporagdo de agoes) approved by the shareholders of Santander
Brasil, Banco ABN AMRO Real S.A. and ABN AMRO Brasil Dois Participagdes S.A. As a result, Banco Real
became our wholly-owned subsidiary. As a consequence of this share exchange transaction, one of the key
factors to be considered when analyzing our financial condition and results of operations at and for the years
ended December 31, 2008 and 2007 is the consolidation of the entities of Banco Real in our financial statements
since August 30, 2008. The impact of the consolidation of Banco Real in the last four months of 2008 is so
substantial that it makes our results of operations for 2008 not comparable to those of 2007. In order to analyze
the organic developments in our business obscured by the effect of the Banco Real acquisition, management uses
and we present in this information memorandum certain 2008 financial 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.

The combined financial statements of Banco Real at and for the year ended December 31, 2007 and the
income statement for period from January 1 to August 29, 2008 have been audited, as stated in the report
appearing herein, and are included in this information memorandum. The unaudited combined interim
financial statements of Banco Real for the period from January 1 to August 29, 2007 are included in this
information memorandum for comparative purposes. These financial statements are prepared in accordance
with IFRS.
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We have included in this information memorandum selected financial data for the Bank which has been
derived from unaudited financial statements at and for the years ended December 31, 2006 and 2005 prepared
in accordance with accounting practices derived from Brazilian corporate law and standards set by the
Brazilian Monetary Council and the Central Bank, or “Brazilian GAAP”. The Bank was formed as a result of
the reorganization of the Brazilian banking interests of the Santander Group in 2006. Prior to August 31, 2006,
the Santander Group held controlling interests, directly and indirectly, in four separate entities through which
it conducted its banking operations in Brazil: Banco Santander Brasil S.A., Banco Santander Meridional S.A.,
Banco Santander S.A. and Banco do Estado de Sdo Paulo S.A. — Banespa. On August 4, 2006, this group of
banks was reorganized into a consolidated group under the Bank. The selected financial data included in this
information memorandum for the years ended December 31, 2006 and 2005 reflect the combined unaudited
income statement data of the Bank, Banco Santander Brasil S.A., Banco Santander S.A. and Banco do Estado
de Sdo Paulo S.A. — Banespa for the years then ended. Selected financial data at December 31, 2006 reflect
consolidated audited financial data because these banks were reporting on a consolidated basis at that date.

IFRS differs in certain significant respects from U.S. GAAP. IFRS also differs in certain significant
respects from Brazilian GAAP. Note 45 to our audited financial statements for the year ended December 31,
2009 and note 45 and 46 to each of our 2008 financial statements and note 44 to the financial statements of
Banco Real, respectively, included herein, contain information relating to certain differences between IFRS
and Brazilian GAAP.

We prepare and will continue to prepare statutory financial statements in accordance with Brazilian
GAAP. As we are required to follow Brazilian Central Bank regulations, we have not adopted in our
consolidated financial statements prepared in accordance with Brazilian GAAP the accounting rules issued by
the Accounting Rules Committee (Comité de Pronunciamentos Contabeis), or “CPC”, and approved by the
CVM to the extent that such rules have not been adopted by the Brazilian Central Bank. Under CMN
Resolution No. 3,786, dated September 24, 2009, as of December 31, 2010 our consolidated financial
statements must be prepared in accordance with IFRS. See “Regulatory Overview—Auditing Requirements.”

See “Unaudited Pro Forma Consolidated Financial Information™ for financial information reflecting our
consolidated financial information, to give effect to our incorporation of Banco Real as if the acquisition of
Banco Real by the Santander Group and the share exchange transaction (incorporagdo de ag¢ées) described in
that section had occurred as of January 1, 2008.

Market Share and Other Information

We obtained the market and competitive position data, including market forecasts, used throughout this
information memorandum from internal surveys, market research, publicly available information and industry
publications. We have made these statements on the basis of information from third-party sources that we
believe are reliable, such as the Brazilian association of credit card companies (Associagdo Brasileira de
Empresas de Cartoes de Crédito e Servicos), or “ABECS;” the Brazilian association of leasing companies
(4ssociagdo Brasileira de Empresas de Leasing), or “ABEL;” the Brazilian association of savings and
mortgage financing entities (4Associa¢do Brasileira de Crédito Imobilidario e Poupanga), or “ABECIP;” the
Brazilian bank federation (FEBRABAN — Federagdo Brasileira de Bancos) or “FEBRABAN;” the Brazilian
development bank (Banco Nacional de Desenvolvimento Econémico e Social), or “BNDES;” the Brazilian
Institute of Geography and Statistics, or the “IBGE”; the Central Bank; the Central Bank system (Sistema do
Banco Central), or “SISBACEN,” a Central Bank database; the Getulio Vargas Foundation (FGV —
Fundagdo Getulio Vargas), or “FGV;” the insurance sector regulator (Superintendéncia de Seguros Privados),
or “SUSEP”; the national association of financial and capital markets entities (Associa¢do Brasileira das
Entidades dos Mercados Financeiro e de Capitais), or “ANBIMA;” and the national federation of private
retirement and life insurance (Federagdo Nacional de Previdéncia Privada e Vida), or “FENAPREVI”,
among others. Industry and government publications, including those referenced here, generally state that the
information presented therein has been obtained from sources believed to be reliable, but that the accuracy
and completeness of such information is not guaranteed. Although we have no reason to believe that any of
this information or these reports are inaccurate in any material respect, we have not independently verified the
competitive position, market share, market size, market growth or other data provided by third parties or by
industry or other publications. We and the international or Brazilian underwriters do not make any
representation as to the accuracy of such information.
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SUMMARY

The following summary is qualified in its entirety by, and is subject to, information contained elsewhere
in this information memorandum (including the financial statements and the notes thereto), and in relation to
the Terms and Conditions of any issue of Notes, the applicable Final Terms. See “Risk Factors” for a
discussion of certain factors that should be considered in connection with an investment in the Notes.

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 (excluding goodwill) was 25.6%.

In August 2008, we acquired Banco Real which at the time was the fourth largest non government-owned
Brazilian bank as measured by assets. As a result of the acquisition of Banco Real and our organic growth,
our net credit portfolio increased from R$44.6 billion at June 30, 2008 to R$132.3 billion at December 31,
2008, and our total deposits increased from R$46.9 billion at June 30, 2008 to R$124.0 billion at
December 31, 2008, in each case as reported in our Brazilian GAAP financial statements. In the same period,
our active current account holder base increased from approximately 3.5 million to approximately 7.7 million
and our distribution network of branches and on-site service units increased from 1,546 to 3,603.

Banco Real’s operations are highly complementary to our pre-acquisition operations. We believe that the
acquisition offers significant opportunities for the creation of operating, commercial and technological
synergies by preserving the best practices of each bank. Banco Real’s strong presence in the states of Rio de
Janeiro and Minas Gerais has further strengthened our position in the South and Southeast, complementing
our strong footprint in the region, particularly in the state of Sdo Paulo. The acquisition of Banco Real has
further consolidated our position as a full-service bank with nationwide coverage and scale to compete
effectively in our target markets.

Since the mid-1990s, Brazil has benefited from political, social and macroeconomic stability coupled with
improvements in real income and a resulting high rate of upward social and economic mobility. During this period,
the Brazilian financial services industry has experienced substantial growth, as economic stability, increased
employment rates and rising purchasing power of the Brazilian population have been contributing to an increase in
penetration of financial products and services. Nonetheless, the Brazilian financial market still presents a low credit
penetration as compared to that of other developed and emerging markets, offering further growth opportunities.
According to a World Bank 2009 Report, the ratio of total credit to GDP was approximately 50% in Brazil in 2007.
As of December 31, 2007, in the United States, the ratio of total credit to GDP was approximately 169% according
to central bank statistics. The Brazilian housing credit market is still incipient, with total mortgage loans accounting
for approximately 2% of the GDP in 2007, according to the Central Bank, while, for example, in the United States
the figure was approximately 68% in the same period according to the World Bank. We expect that credit
penetration will continue to increase as a result of a relatively stable macroeconomic environment and
customer-tailored new product offerings. In addition, we expect housing financing to grow given favorable trends,
including a housing deficit, government’s focus on stimulating growth in the construction sector and legal reforms
supporting the development of mortgage products. The Brazilian financial market is concentrated, with the
five largest banks accounting for approximately 58% of total loans and 67% of total deposits at December 31, 2009,
according to the Central Bank.




We are a member of the Santander Group, one of the largest financial groups in the world as measured by
market capitalization. In 2009, Santander Spain’s shares appreciated 71.1% compared to 2008 and registered
a market value of €95.0 billion at December 31, 2009. In addition, at December 31, 2009, the Santander
Group had shareholders’ equity of €73.8 billion and total assets of €1,110.5 billion. With over 150 years of
experience, the Santander Group has a balanced geographic diversification of its business between mature and
emerging markets. The Santander Group is present in nine key markets: Spain, Portugal, Germany, United
Kingdom, Brazil, Mexico, Chile, Argentina and the United States, serving approximately 90 million
customers through more than 13,660 branches. In the year ended December 31, 2009, our operations
accounted for approximately 20.0% of Santander Group’s net income.

The following table shows certain financial and operational data for our operations.

At and for the Year Ended December 31,

2009 2008 2007(1)
(In millions of RS, except as otherwise
indicated)

Financial Data

AASSEES ettt ettt st 315,973 294,190 108,319
Total loans and advances to CUStOMETrS, ZrOSS ........cccverveerveerververnnenne 138,394 142,649 51,453
TOtal dEPOSILS ....eeueeiriniiiiierieeieetet e 170,638 182,312 74,055
Shareholders’ EqUILY .......ocverierieiieiereeee et 68,706 49,318 8,671
Net INTETEST INCOMIE .......ueeeveeieeeieeeeieeeeeeeeeieeeee e e e e e reeeeeeeeaareeeeeeeas 22,167 11,438 6,195
Fee and commiSSions INCOME ...........eeeeeveeeeeiieeeeeieeeeeeieee e e e 7,148 4,809 3,364
TOtal INCOMIE....vvvviiiiiiiiieeiee e e e e 31,280 15,971 11,367
Net profit for the period..........cccovireiirieiieee e 5,508 2,379 1,903
Return on average shareholders’ equity ........cccccvevveviircieiieneenieee, 9.8% 10.3% 18.1%
Return on average shareholders’ equity (excluding goodwill)(2) ...... 19.3% 16.8% 18.1%
Efficiency ratio(3) ...ecveceerierieeie et 35.0% 45% 39.2%
Basel capital adequacy ratio(4)........ccceevveevveevienienieneeiesee e 25.6% 14.7% 14.2%
Operational Data

Number of customers (in thousands)(5) ........cceveevereiercieneeneerieenenns 22,240 20,918 8,174
Number of ATMS (I UNIES)...ccviiiiieeiieiiieeieecieeeie e 18,094 18,120 7,639
Number of branches (in UNits) .........cceccveeverieiierienieieie e 2,091 2,083 904
Market share (based on assets)(6)(7)....c.ccevereeeerenenenierenerereeeennes 9.2% 10.5% 4.5%
Market share (based on deposits)(6)(7) ...cccvevveerveerereeneenieneee e 10.6% 11.0% 4.9%
Market share (based on loan portfolio)(6)(7) .....ceeveevverreereenceneenne 11.5% 12.3% 5.1%

(1) 2007 Figures do not include Banco Real figures. Banco Real has been consolidated with our financial
statements since August 30, 2008.

(2) “Adjusted return on average shareholders’ equity,” “Average shareholders’ equity excluding goodwill as
a percentage of average total assets excluding goodwill” and “Non performing assets as a percentage of
shareholders’ equity excluding goodwill” are non-GAAP financial measurements which adjust “Return
on average shareholders’ equity,” “Average shareholders’ equity as a percentage of average total assets”
and “Non performing assets as a percentage of shareholders’ equity”, to exclude the R$27.5 billion of
goodwill arising from the acquisition of Banco Real in 2008.

(3) Efficiency ratio is defined as administrative expenses divided by total income. See “Unaudited Pro Forma
Consolidated Financial Information.”

(4) In July 2008, new regulatory capital measurement rules, which implement the Basel II standardized approach,
went into effect in Brazil, including a new methodology for credit risk and operational risk measurement, analysis
and management. As a result, our capital adequacy ratios as of any date after July 2008 are not comparable to our
capital ratios as of any prior date. Our Basel capital adequacy ratios are calculated excluding goodwill, in
accordance with the Basel II standardized approach (provided by the “International Convergence of Capital
Measurement and Capital Standards—A Revised Framework Comprehensive Version” issued by the Basel
Committee on Banking Supervision from the Bank for International Settlements).

(5) Current and non-current account-holders.

(6) Source: Central Bank.

(7) As of September 30, 2009.




Our Businesses

Our business consists of three operating segments: Commercial Banking, Global Wholesale Banking and Asset
Management and Insurance. The following table shows selected financial data for our operating segments.

For the Year Ended December 31,

2009 2008 2007
Net Net Net

Interest Interest Interest
Income % of Total Income % of Total Income % of Total

(In millions of RS, except as otherwise indicated)
Commercial Banking .............ccccceeee.e. 20,260.3 91.4 10,191.7 89.1 5,491.8 88.6%
Global Wholesale Banking .................. 1,766.8 8.0 1,213.5 10.6 693.3 11.2%
Asset Management and Insurance(1)... _ 139.9 0.6 32.8 0.3 10.2 0.2%
Total 22,1670  100.0 11,4380 100.0  6,1953  100.0%

(1) Includes results of operations for the year ended December 31, 2009 of the asset management and
insurance companies acquired through a series of share exchange transactions (incorporagées de agoes)
on August 14, 2009.

Commercial Banking: We focus on customer relationships, extending credit, services and products to
individuals and corporations (other than global corporate customers who are served by our Global Wholesale
Banking segment) through personal loans (including home and automobile financing, unsecured consumer
financing, checking account overdraft loans, credit cards and payroll loans), leasing, commercial loans,
working capital lines and foreign trade financing. Our product offering extends to private retirement plans,
insurance, bill collection and processing services. Our Commercial Banking operations also include private
banking typically for individuals with investment assets of over R$1.0 million. Our business model is based
on a tailored approach to each income class of our individual customers (high, mid and low income classes) in
order to address their specific needs. We are particularly well positioned in the mid-income class (monthly
income in excess of R$1,200 and below R$4,000) and the high income class (monthly income in excess of
R$4,000). Our customers are serviced throughout Brazil primarily through our branch network, which, at
December 31, 2009, consisted of 2,091 branches, 1,502 on-site service units located at our corporate
customers’ premises, and 18,094 ATMs, as well as our Internet banking platform and our call center
operations. We believe our retail operations have benefited significantly from the acquisition of Banco Real,
by improving our geographic coverage of Brazil and complementing our client portfolios. For example,
Banco Real has historically had strong presence in the high-income class and small and medium-sized
businesses, or SMEs, and in products such as automobile financing, while our strengths have been historically
in the mid-income class and civil servant sectors, and in insurance products.

Global Wholesale Banking: We are a leading wholesale bank in Brazil and offer financial services and
sophisticated and structured solutions to our customers, in parallel with our proprietary trading activities. Our
wholesale banking business focuses on servicing approximately 700 large local and multinational
conglomerates, which we refer to as Global Banking & Markets, or “GB&M,” customers. In the year ended
December 31, 2009, Brazilian operations represented approximately 30.0% of the Santander Group’s
wholesale banking business measured by profit before tax. Our wholesale business provides our customers
with a wide range of domestic and international services that are specifically tailored to the needs of each
client. We offer products and services in the following key areas: global transaction banking, credit markets,
corporate finance, equities, rates, market making and proprietary trading. Our customers benefit from the
global services provided by the Santander Group’s integrated wholesale banking network and local market
expertise. Our proprietary trading desk is under strict risk control oversight and has consistently shown
positive results, even under volatile scenarios.

Asset Management and Insurance: According to ANBIMA, as of December 31, 2009, our Asset
Management segment had R$108.3 billion in assets under management, approximately a 20% increase from the
same date in 2008, which made us the fourth largest asset manager in Brazil, with 7.5% market share. The bank
was elected by Exame magazine in August 2009 as the best manager of Equity Funds in Brazil. Our product
offering includes fixed income, money market, equity and multi-market funds. As part of our insurance business,




we offer primarily bancassurance products related to our core banking business, such as home, credit life
insurance and capitalization and pension products, to our retail and SME customers. On March 19, 2009, we
acquired 50% of Real Seguros Vida e Previdéncia S.A. (formerly Real Tokio Marine Vida e Previdéncia S.A.).
We believe that our strong branch network and client base will allow us to further expand the bancassurance
business in a coordinated manner to individuals and SMEs as well as large corporations. 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 (incorporagdes
de agodes) in order to consolidate all of the Santander Group’s Brazilian insurance and asset management
operations into Santander Brasil. These transactions are pending approval by the Central Bank and SUSEP (with
respect to the insurance operations). See “Summary—Recent Events.”

Our Competitive Strengths

We believe that our profitability and competitive advantages are the result of Santander Brasil’s five
pillars: nationwide presence with leading position within the high income regions of the country; wide range
of products tailored to meet client needs; conservative risk profile; scalable state-of-the-art technology
platform; and focus on sustainable growth, both organically and through selective acquisitions.

Relationship with the Santander Group

We believe that being part of the Santander Group offers us a significant competitive advantage over the
other banks in our peer group, none of which is part of a similar global banking group. This relationship
allows us to:

e leverage the Santander Group’s global information systems platform, reducing our technology
development costs, providing operational synergies with the Santander Group and enhancing our
ability to provide international products and services to our customers;

e access the Santander Group’s multinational client base;

e take advantage of the Santander Group’s global presence, in particular in other countries in Latin
America, to offer international solutions for our Brazilian corporate customers’ financial needs as
they expand their operations globally;

e selectively replicate or adapt the Santander Group’s successful product offerings from other
countries in Brazil;

e benefit from the Santander Group’s operational expertise in areas such as internal controls and risk
management, which practices have been developed in response to a wide range of market conditions across
the world and which we believe will enhance our ability to grow our business within desired risk limits;

e leverage the Santander Group’s experience with integrations to maximize and accelerate the
generation of synergies from the Banco Real acquisition and any future acquisitions; and

e  benefit from the Santander Group’s management training and development which is composed of a
combination of in-house training and development with access to managerial expertise in other
Santander Group units outside Brazil.

Strong presence in attractive demographic and geographic areas

We are well positioned to benefit from the growth in our customer base and the relatively low penetration
of financial products and services in Brazil, through sales of key products such as credit cards and insurance.
Mid- and high-income customers provide access to a stable and low-cost funding base through customer time
and demand deposits. Furthermore, we believe that our focus on these income classes has increased our
profitability, as they have traditionally produced higher volumes and margins.




We are focused on the growing mid- and high-income classes in Brazil, which we define as individuals
with monthly income in excess of R$1,200 and R$4,000, respectively. We believe that there is further
potential through the use of our existing, scalable and newly redesigned IT platform for increasing the
penetration of financial products and services with our client base of approximately 10.2 million current
account holders according to data from the Central Bank as of December 31, 2009. For example, at
December 31, 2009, only 22% of our current account holders had personal loans and only 60% had a credit
card. In addition, the acquisition of Banco Real strengthened our competitive position in the South and
Southeast regions of Brazil, an area that accounted for approximately 73% of Brazil’s GDP in 2007, and
where we now have one of the largest branch networks among Brazilian banks, according to the Central Bank.
Our presence in these attractive geographic areas, combined with our focus on mid- and high-income
customers allow us to effectively cover a significant portion of Brazil’s economic base.

Track record of successful integrations

The Santander Group has expanded its footprint worldwide through the successful integration of
numerous acquired businesses. For example, Abbey National Bank in the United Kingdom improved its
efficiency ratio (cost to income) from 55.1% in 2006, two years after its acquisition by the Santander Group,
to 45.2% in 2008. In addition, since 1997, the Santander Group has acquired six banks in Brazil,
demonstrating its ability to execute complex acquisitions in this market, integrate the acquired companies into
its existing business and improve the acquired companies’ operating performance. Our first significant
acquisition was of Banespa in November 2000. In our acquisitions, we aim to join the best elements of each
bank into a single institution, benchmarking business strategies, key personnel, technology and processes of
each bank to ensure the optimal combination for a sustainable competitive position. In particular, this is the
case with our integration of Banco Real, from which we are seeking to achieve cumulative cost synergies of
approximately R$2.4 billion (calculated based on the costs of Santander Brasil and Banco Real for 2008
adjusted for inflation and estimated salary increases) and cumulative revenue synergies of approximately
R$300 million by December 31, 2011.

We started the process of the operational, commercial and technological integration of Banco Real
immediately following the share exchange (incorporagdo de agdes) in August 2008. We developed a three-year
integration plan, which we are carefully executing in an effort to achieve synergies and ensure that best practices
will be identified and implemented. Our wholesale banking operations have been fully integrated since the end
of 2008. In March 2009, we began the integration of the branch networks and electronic distribution channels of
the two institutions to enable customers to perform not only cash withdrawals but a full range of transactions at
branches or ATMs of either bank. We expect to have fully integrated ATM and branch networks in 2010. We
believe that we have thus far achieved our key integration goals, including maintaining and improving customer
service; identifying operational strengths of each bank and maintaining and leveraging these strengths;
establishing a new business culture among our employees focused on our strengths; retaining and developing
trained and talented employees; and achieving our operating targets.

Leading market position

We rank third among private banks in Brazil, according to the Central Bank, in terms of assets with a market
share of 9.2% at September 30, 2009. Among these banks, we believe we hold a top three market position in most of
our key product lines as evidenced by our market share in the following selected products and regions.

At December 31, 2009

Market Share (%)
OVEIATALE ... et e e et e et e e e e etreeeeenreeeeenns 19.2
Payroll/individual 10anS........cc.ooiiiiiiieeeee e 12.1
AULO 1€aSING/CIDIC ...ttt ettt et ettt ens 15.0
CIEAIL CATAS. ... e e e e et e e e et e e e eeate e e eetaeeeeeaeeeeennes 9.6
BIANCHES ...ttt ettt ettt et e te e e teeete e ereeeneeans 11.6
SOULNEAST ...t e e e e et e e e et e e e et e e e e eaaaeeeeareaean 14.9
SOULNL .. et e e e et e e et e e e et e e e eaaeaas 8.6

Source: Central Bank.




The acquisition of Banco Real has further enhanced our critical mass in the Brazilian market. We believe
that our scale and market leadership provide us with exceptional competitive opportunities including the
ability to gather market intelligence to support decision-making in determining business opportunities and in
meeting our customers’ needs operating as a full service bank. Since the acquisition of Banco Real, we have
organically increased our market share in key business lines such as payroll/individual loans, overdraft on
current accounts and credit cards. In addition, we are a leading wholesale bank in Brazil. Through our unique
access to the Santander Group’s global network, we are able to support our large Brazilian corporate
customers in the internationalization of their businesses, for example, through trade and acquisition financing,
which brings together a loan syndicate that could use several take-out strategies in different markets. As one
of the top tier banks in the country, and in light of the opportunities for leveraging our operating segments,
our broad product offering and geographic presence, we are well positioned to gain market share.

State-of-the-art integrated technology platform

We operate the latest generation customer-centered technology platform that incorporates the standards
and processes, as well as the proven innovations, of both the Santander Group worldwide and Banco Real.
The incorporation of a customer relationship management system enables us to deliver products and services
targeted to the needs of our customers. Because our IT platform is integrated with the platform of the
Santander Group, we are able to support our customer’s global businesses and benefit from a flexible and
scalable platform that will support our growth in the country. This platform has been enriched with a set of
customer-focused features inherited from Banco Real, which we believe provides us with a significant
competitive advantage.

Our Strategy

Our goal is to be the leading full-service bank in Brazil in terms of revenues, profitability and brand
recognition, as well as client, stakeholders and work force satisfaction. We strive to be a relationship bank and
the primary bank of our retail and wholesale customers based on sustainable practices, serving them with our
full range of products. We believe we can achieve these goals through the following strategies:

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

We will continue seeking ways to further improve our operating efficiency and margins. We intend to
maintain investment discipline and direct resources to areas that generate improvements in our client
management and increase our revenues. We expect to be able to generate additional synergies from the
combination of best practices of Santander Brasil and Banco Real, both in terms of revenues as we further
leverage on relationship and cross selling opportunities across a wider client base, as well as in terms of costs
as we realize the potential gains driven by scale, raising our efficiency levels. We believe that synergies
creation will be supported by the complementary geographic distribution and customer base of the combined
branch networks and the banks’ relatively low product overlap. Our integration has already shown a
significant expense reduction, with our cost to income ratio declining from 44.1% (administrative expenses
divided by total income presented on a pro forma basis) in 2008 to 35.0% in 2009.

Expand product offering and distribution channels in Commercial Banking

We intend to further increase our business and operations throughout Brazil, expanding our Commercial
Banking services to existing and prospective retail customers. We plan to offer new products and services to
existing customers based on each customer’s profile through our numerous distribution channels by
leveraging our customer relationship management data base and IT platform. Our efforts related to the offer
of new products and expansion of our reach to other markets will continue to be focused on the correct risk
measurement of those opportunities. We also will seek to increase our market share through the offering of
innovative banking products and intend to focus on product arecas where we believe there is opportunity to
increase our presence in the Brazilian market, for example in credit cards and insurance products.
Furthermore, we plan to attract current account holders by capturing users of our products, such as automobile
financing, insurance or credit cards. We will continue to focus our marketing efforts to enlarge our customer
base and increase the number of products used by each client, as well as to increase our share in those
products for which clients generally operate with more than one bank. We intend to improve our
competitiveness by further strengthening our brand awareness, particularly through marketing.




We intend to improve and expand the distribution channels for our products through our traditional
branch network and alternative marketing and direct sales distribution channels such as telemarketing,
Internet banking and correspondent banks. We plan to open 600 new branches by 2013 in our stronghold area
of South and Southeastern Brazil and other regions where we have critical mass. We will continue to
maximize the synergies and leverage the opportunities between our corporate and retail businesses. For
instance, when rendering payroll services to our corporate customers, we can place an on-site service unit at
our corporate client’s premises and thereby access its employees as a potential new customer base and achieve
the critical mass necessary to open a new branch in that area. We intend to grow our mortgage business as a
consequence of the housing deficit in Brazil and the legal reforms supporting mortgage financing.

Capitalize on our strong market position in the wholesale business

We provide multinational corporations present in Brazil and local companies, including those with
operations abroad, with a wide variety of financial products, utilizing our worldwide network to serve our
customers’ needs with customized solutions. We intend to further focus on our strong worldwide position as a
client relationship wholesale bank, in line with the Santander Group’s worldwide strategy for the Global
Wholesale Banking segment. We expect to benefit from the Santander Group’s strengthened market position as
a key player in the global banking industry and thereby strengthen our existing relationships and build new
lasting relationships with new customers, exploring the widest possible range of our product portfolio,
particularly higher margin products. In addition, as a leading local player with the support of a major
international financial institution, we intend to be a strong supporter of Brazilian corporations as they continue to
expand their businesses worldwide. Moreover, we believe that we can use our relationship with large corporate
customers to access their suppliers as potential new customers. In addition, we intend to distribute treasury
products to smaller companies or individuals through the Santander Global Connect (SGC) platform.

Further develop a transparent and sustainable business platform

We will maintain a commitment to economic, social and environmental sustainability in our procedures, products,
policies and relationships. We will continue building durable and transparent relationships with our customers through
understanding their needs and designing our products and services to meet those needs. We believe that our
commitment to transparency and sustainability will help us create a business platform to maintain growth in our
operations over the long term and that is instrumental to forge business relationships, improve brand recognition and
attract talented professionals. We will continue to sponsor educational opportunities through Santander Universidades
and the Universia portal to foster future potential customer relationships.

Continue growing our insurance business

We intend to continue growing our insurance business, particularly bancassurance. Our commitment to
grow in this segment was recently demonstrated by our acquisition of Real Seguros Vida e Previdéncia S.A.
(formerly Real Tokio Marine Vida e Previdéncia S.A.). We expect to increase our presence within the
insurance segment by leveraging on our strong branch network and client base, particularly in the South and
Southeast, to cross sell insurance products with the goal of maximizing the income generated by each
customer, as well as using our strong relationships with SMEs and large corporations within the country. We
intend to sell our products by means of our traditional distribution channels, such as branches, and also
through ATMs, call center and Internet banking.




Recent Events

In line with our goal of becoming the leading full-service bank in Brazil and profiting from the growth of
the Brazilian economy, we completed in October 2009 the largest initial public offering worldwide in 2009.
We are using the proceeds from the offering to expand our physical infrastructure, by opening new branches
and to increase our credit transactions, thereby increasing our market share. We also are using part of the
proceeds from the offering to enhance our funding structure. In accordance with this objective, on January 22,
2010, we redeemed an Interbank Deposit Certificate (Certificado de Deposito Interbancario), or CDI,
classified as subordinated debt, held by Santander Spain prior to its original maturity date of March 25, 2019,
in the amount of R$1.5 billion.

Our principal executive offices are located at Avenida Juscelino Kubitschek, 2,041 and 2,235, Sao Paulo,
SP 04543-011, Brazil, and our general telephone number is (55 11) 3174-8589. Our website is
www.santander.com.br. Information contained on, or accessible through, our website is not incorporated by
reference in, and shall not be considered part of, this information memorandum.




Issuer:

Global Arranger:

Dealers:

Program Amount:

Offering:

Issue Price:

Specified Currencies:

Maturities:

Interest:

Final Terms:

Withholding Tax:

THE PROGRAM

Banco Santander (Brasil) S.A., acting through its principal
office in Brazil or its Grand Cayman Branch, as specified in the
applicable Final Terms.

Santander Investment Limited.

Santander Investment Limited, Santander Investment Securities
Inc. and such other Dealers as may be appointed from time to
time by Santander under the Program.

U.S.$3,500,000,000 (or its equivalent as at the respective dates of
issue in other currencies) in aggregate nominal amount of Notes
outstanding at any time, subject to any duly authorized increase.

Notes may be offered (i) in the United States only to QIBs
pursuant to Rule 144A under the Securities Act and/or
(i1) outside the United States to non-U.S. persons in reliance on
Regulation S under the Securities Act, as specified in the
relevant Final Terms. See “Subscription and Sale.”

Notes may be issued at par or at a discount or premium to par.
The issue price for each issue of Notes shall be set forth in the
applicable Final Terms.

Notes may be denominated in any currency as may be agreed
between the Issuer and the applicable Dealer or Dealers in the
relevant Final Terms, subject to applicable law.

The Notes may be issued with maturities of seven calendar days
or more from their date of issue, subject to all legal and
regulatory requirements applicable to the Issuer or the
applicable Specified Currency.

Notes may (i) bear interest on a fixed rate or floating rate basis
(determined by reference to one or more base rates), (ii) be
issued on a fully discounted basis and not bear interest or
(iii) be indexed, in each case as specified and described more
fully in the applicable Final Terms.

The Final Terms for each issue of Notes shall set forth, among
other things, details of the Terms and Conditions of the Notes
being offered. Such information may differ from that set forth
herein and, in all cases, shall supplement and, to the extent
inconsistent herewith, supersede the information herein.

Payments in respect of the Notes will be made without
withholding or deduction in respect of any taxes, duties,
assessments or governmental charges imposed in Brazil, the
Cayman Islands or any political subdivision or taxing authority
thereof or therein or any other jurisdiction having power to tax
in which the Issuer is organized, doing business or otherwise
subject to the power to tax. The Issuer will, subject to certain
exceptions and limitations, pay additional amounts (as
described herein) in respect of such withholding or deduction so
that the holder of the Notes receives the amount such holder
would receive in the absence of such withholding or deduction
although the Issuer may have the option to redeem the Notes in
such an event if so specified in the applicable Final Terms. See
“Terms and Conditions of the Notes —Taxation.”




Foreign Currency Constraint:

Sovereign Event:

Credit Event:

If it is specified in the applicable Final Terms, the Notes may
contain a Foreign Currency Constraint provision, as more fully
described herein and in the applicable Final Terms. Upon the
occurrence of a Foreign Currency Constraint Event (as defined
herein), holders of Notes affected thereby may elect to exchange
the Notes for an equivalent nominal amount of Exchanged
Notes with terms and conditions identical to the terms and
conditions of the original Notes except that payments in respect
of the Exchanged Notes will be made in the lawful currency of
Brazil. Upon termination of the Foreign Currency Constraint
Event, Exchanged Notes will be exchanged for an equivalent
nominal amount of the original Notes and such holder will
receive future payments in respect of the Notes in the Specified
Currency (as defined herein) of the Notes. If a holder does not
elect to receive payments in the lawful currency of Brazil by
making such exchange, after the termination of the Foreign
Currency Constraint Event such holder will receive any
payments in respect of the Notes in the Specified Currency of
the Notes. A Foreign Currency Constraint Event will not be
deemed an Event of Default provided that the Issuer has fully
complied with its obligations under Condition 15 of the Notes.
See “Terms and Conditions of the Notes—Foreign Currency
Constraint, Sovereign Event and Credit Event—Foreign
Currency Constraint.”

If it is specified in the relevant Final Terms that the Notes
contain a Sovereign Event provision, as more fully described in
the Conditions, on the occurrence of a Sovereign Event (as
defined in the Terms and Conditions), the Issuer may elect to
redeem such Notes or deliver on the maturity date or earlier
redemption date, the Governmental Obligations (as defined in
the Terms and Conditions) or reais to the holder, whereupon the
Issuer’s obligations in respect of such payment under such Note
shall be deemed fully satisfied and discharged. See “Terms and
Conditions of the Notes—Foreign Currency Constraint,
Sovereign Event and Credit Event—Sovereign Event.”

If it is specified in the relevant Final Terms that the Notes
contain a Credit Event provision, as more fully described in the
Terms and Conditions, on the occurrence of a Credit Event (as
defined in the Terms and Conditions), the Issuer may elect to
redeem such Notes or deliver on the maturity date or earlier
redemption date, the Credit Obligations (as defined in the
Terms and Conditions) or reais to the holder, whereupon the
Issuer’s obligations in respect of such payment under such Note
shall be deemed fully satisfied and discharged. See “Terms and
Conditions of the Notes—Foreign Currency Constraint,
Sovereign Event and Credit Event—Credit Event.”
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Form of Notes:

Notes may be issued in registered form, without interest
coupons, or in bearer form, with or without interest coupons.

Registered Notes shall be represented initially by one or more Global
Notes in registered form, without Coupons, which shall be either
DTC Global Notes or an International Global Note Certificate, as
specified in the applicable Final Terms. In the case of Notes
represented by one or more DTC Global Notes, the DTC
Unrestricted Global Note and the DTC Restricted Global Note will
be registered in the name of DTC, as depositary, or a successor or
nominee thereof, and deposited on behalf of the purchasers thereof
with a custodian for DTC. Beneficial interests in the DTC Restricted
Global Note and DTC Unrestricted Global Note shall be represented
through book-entry accounts of financial institutions acting on behalf
of beneficial owners as direct and indirect participants in DTC.
Purchasers of Notes may hold their interests in a DTC Restricted
Global Note directly through DTC if they are participants in the DTC
system, or indirectly through organizations which are participants in
such system. Purchasers of Notes may elect to hold interests in the
DTC Unrestricted Global Note through any of DTC (in the United
States), Clearstream, Luxembourg, or Euroclear if they are
participants in such systems or indirectly through organizations
which are participants in such systems, subject to the requirement
that on or prior to the 40th day after the later of the commencement
of the offering and the date of delivery of the Notes of each Series,
beneficial interests in a DTC Unrestricted Global Note representing
Notes of such Series may be held only through Euroclear or
Clearstream, Luxembourg. In the case of Notes represented by an
International Global Note Certificate, such International Global Note
Certificate will be deposited with a Common Depositary for and
registered in the name of a common nominee of Euroclear and
Clearstream, Luxembourg for credit to the respective accounts of
beneficial owners of the Notes represented thereby. See
“Book-Entry; Delivery and Form.”

Bearer Notes will, unless otherwise specified, only be sold outside
the United States to non-U.S. persons in reliance on Regulation S and
will, unless otherwise specified in the applicable Final Terms,
initially be represented by a Temporary Global Note without interest
coupons attached, deposited with or on behalf of a Common
Depositary located outside the United States for Euroclear and
Clearstream, Luxembourg. Interests in a Temporary Global Note will
be exchangeable for interests in a permanent global Note in bearer
form, without interest coupons (a “Permanent Global Note”), which
may be exchangeable in the limited circumstances set out therein in
whole, but not in part, for definitive Notes in bearer form (each, a
“Definitive Bearer Note™). See “Book-Entry; Delivery and Form.”

Bearer Notes will not be exchangeable for Registered Notes and
Registered Notes will not be exchangeable for Bearer Notes.
See “Terms and Conditions of the Notes—Form, Denomination,
Title, Specified Currency and Final Terms” and ‘“Book-Entry;
Delivery and Form.”
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Denominations:

Use of Proceeds:

Redemption:

Tax Redemption:

Ranking:

Notes will be issued in such denominations as may be specified in
the applicable Final Terms and, in all cases, Notes shall be issued in
such other minimum denominations as may be allowed or required
from time to time by the relevant central bank or equivalent
regulatory authority in the relevant jurisdiction, or any laws or
regulations applicable to the Issuer or the relevant Specified
Currency, as the case may be, subject in all cases to changes in
applicable legal or regulatory requirements. In the case of any Notes
which are to be admitted to trading on a regulated market within the
European Economic Area or offered to the public in a Member State
of the European Economic Area in circumstances which require the
publication of a prospectus under European Council Directive
2003/71/EC, the minimum denomination shall be at least €50,000 (or
its equivalent in any other currency as at the date of issue of the
relevant Notes). In the case of any Registered Notes which are resold
pursuant to Rule 144A under the Securities Act, as amended, the
minimum denomination shall be at least U.S.$100,000 and integral
multiples of U.S.$1,000 in excess thereof or, in respect of Notes
denominated in a currency other than U.S. dollars, its approximate
U.S. dollar equivalent. See “Terms and Conditions of the Notes—
Form, Denomination, Title, Specified Currency and Final Terms”
and “Book-Entry; Delivery and Form.”

The net proceeds from the sale of Notes will be used by
Santander for general banking purposes or as set forth in the
Final Terms applicable to each Series.

The Final Terms relating to each Tranche of Notes will specify
if such Notes can be redeemed prior to their stated maturity or if
such Notes will be redeemable at par or at such other
redemption amount as specified. See “Terms and Conditions of
the Notes—Redemption and Purchase.”

The Notes will be redeemable at the Issuer’s option, in whole
(but not in part), at the amount specified in the applicable Final
Terms, plus accrued interest, in the event the Issuer is obliged to
pay any additional amounts in respect of, among other things,
Brazilian or Cayman Islands (or any political subdivision or any
other jurisdiction having power to tax in which the Issuer is
organized, doing business or otherwise subject to the power to
tax (any of the aforementioned being a “Taxing Jurisdiction”))
withholding or other taxes as a result of a change in tax laws or
regulations of a Taxing Jurisdiction or in the interpretation
thereof. See “Terms and Conditions of the Notes—Redemption
and Purchase—Redemption for Taxation Reasons.”

The Notes will be direct, unconditional and unsubordinated
obligations of the Issuer and will rank pari passu and without
any preference among themselves and shall at all times rank at
least equally with all other present and future unsecured and
unsubordinated obligations of the Issuer subject to certain
limitations on payments if there is a Foreign Currency
Constraint Event, a Sovereign Event or a Credit Event. See
“Terms and Conditions of the Notes—Status.”
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Negative Pledge:

Listing and Trading:

Terms and Conditions:

Constitution:

Trustee:
Principal Paying Agent:

European Issuing and Paying Agent,
Exchange Agent and Calculation
Agent:

Registrar, Paying Agent and Transfer
Agent

Luxembourg Paying Agent, Transfer
Agent and Listing Agent:

There will be a negative pledge in respect of any Security
securing any Public External Indebtedness or Guarantee in
respect of Public External Indebtedness of the Issuer or any of
its Material Subsidiaries subject to certain exceptions, all as
more fully set out in Condition 4 of the Notes. See “Terms and
Conditions of the Notes—Negative Pledge and Covenants.”

Application has been made to admit the Program for listing on
the Official List of the Luxembourg Stock Exchange and to
trading on the Euro MTF market. Santander may apply to, but is
not obliged to, admit the Notes to be issued under the Program
to listing on the Official List of the Luxembourg Stock
Exchange and to trading on the Euro MTF market. The Final
Terms applicable to a Series will specify whether or not Notes
of such Series have been admitted to listing on the Official List
of the Luxembourg Stock Exchange and to trading on the Euro
MTF market. In case the Notes are not admitted to listing on the
Luxembourg Stock Exchange and to trading on the Euro MTF
market, Santander is not obliged to list the Notes on any other
stock exchange.

The Terms and Conditions applicable to each Series of Notes will be
as agreed between the Issuer and the relevant Dealers or purchasers
at or prior to the date of issue of such Series and will be specified in
the Final Terms prepared in respect of such Notes. The Terms and
Conditions applicable to each Series will accordingly be those set out
in this information memorandum as supplemented, modified or
replaced by the relevant Final Terms.

The Notes are constituted, and investors’ rights will be
governed, by an amended and restated trust deed (the “Trust
Deed”), dated March 26, 2010, between the Issuer and HSBC
Corporate Trustee Company (UK) Limited, as trustee, a copy of
which will be available for inspection at the specified offices of
the trustee, the registrar, the registered office of Santander and
the Listing Agent.

HSBC Corporate Trustee Company (UK) Limited.

Mizuho Corporate Bank, Ltd. London Branch.

HSBC Bank plc.

HSBC Bank USA, National Association (in respect of
Registered Notes only).

Dexia Banque Internationale a Luxembourg, société anonyme

13




Selling Restrictions:

Further Issuances:

Governing Law:

Clearance and Settlement:

The offer and sale of Notes will be subject to selling restrictions
including, in particular, those of the United States of America, the
United Kingdom, the Cayman Islands, Spain, Brazil, Portugal,
Japan and the Bahamas. Each issue of Notes denominated in a
currency in respect of which particular laws, guidelines,
regulations, restrictions or reporting requirements apply will only
be issued in circumstances which comply with such laws,
guidelines, regulations, restrictions or reporting requirements in
effect at the time of such issuance. See “Subscription and Sale.”
Any further restrictions that may apply to a particular issue of
Notes will be specified in the applicable Final Terms.

The Issuer reserves the right, with respect to any Series of
Notes, from time to time without the consent of the holders of
the Notes, to issue additional Notes of a Series so that the same
shall be consolidated with, form a single issue with, and
increase the aggregate nominal amount of, such Series of Notes.

The Notes and the Trust Deed will be governed by, and be
construed in accordance with, English law.

The Notes shall be accepted for clearing through one or more
clearing systems as specified in the applicable Final Terms.
These systems shall include, in the United States, the system
operated by DTC and, outside the United States, the systems
operated by Euroclear and Clearstream, Luxembourg.
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SUMMARY FINANCIAL INFORMATION

The financial information for Santander Brasil at and for the years ended December 31, 2009, 2008 and
2007 has been derived from the audited consolidated financial statements prepared in accordance with IFRS,
included elsewhere in this information memorandum. The financial information for Banco Real has been
consolidated with our financial statements since August 30, 2008. The Banco Real financial data at and for
the year ended December 31, 2007 and for the period from January 1 to August 29, 2008 has been derived
from the audited combined financial statements prepared in accordance with IFRS for Banco Real included
elsewhere in this information memorandum. Our results of operations for the year ended December 31, 2008
are not comparable to our results of operations for the year ended December 31, 2007 because of the
consolidation of Banco Real in our financial statements as from August 30, 2008. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations —Acquisition of Banco Real.”

The summary combined financial data for the period from January 1 to August 29, 2007 for Banco Real
has been derived from the unaudited combined interim financial information included elsewhere in this
information memorandum, which in the opinion of our management, includes all adjustments necessary to
present fairly our results of operations and financial condition at the dates and for the periods presented.

The pro forma summary financial data for Santander Brasil for the year ended December 31, 2008 has
been derived from the unaudited pro forma consolidated financial information included elsewhere in this
information memorandum, which gives effect to our incorporation of Banco Real as if the acquisition of
Banco Real by the Santander Group and the share exchange transaction (incorporagdo de ag¢ées) had occurred
as of January 1, 2008. See “Unaudited Pro Forma Consolidated Financial Information.”

This financial information should be read in conjunction with our audited financial statements and the
related notes and the sections entitled “Selected Financial and Operating Data” and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this
information memorandum.
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Santander Brasil Income Statement Data

Santander Brasil

For the Year Ended December 31,

2008
2009 2009 (Pro Forma)(2) 2008 2007
(In millions of
U.S.$)(1) (In millions of RS, except as otherwise indicated)

Interest and similar income..........cc....cun...... 22,595 39,343 38,102 23,768 13,197
Interest expense and similar charges............. (9,864) (17,176) (18,872) (12,330) (7,002)
Net interest iNCOME ........c.veeeeveveeeeeneeeeineeenns 12,731 22,167 19,230 11,438 6,195
Income from equity instruments................... 17 30 39 37 36
Share of results of entities accounted for

using the equity method...........ccccecveeenenn 169 295 305 112 6
Fee and commission iINnCOME................ceunu.e. 4,105 7,148 6,849 4,809 3,364
Fee and commission expense............cccc.en.... (523) (910) (983) (555) (266)
Gains/losses on financial assets and

liabilities (Net).......ccceeveereererereeeeeeeenien 1,560 2,716 (485) (1,286) 1,517
Exchange differences (net) .........ccccceceveenee. (29) 51) 1,261 1,476 382
Other operating income (expenses) .............. (66) (115) (74) (60) 133
Total INCOME ......oovereeeiieieieieereeeeeeeen 17,965 31,280 26,143 15,971 11,367
Administrative eXpenses..........ocveevereerveennns (6,287) (10,947) (11,532) (7,185) (4,460)
Depreciation and amortization...................... (717) (1,249) (1,236) (846) (580)
Provisions (Net)(2) ....cccevverenerenereeeeieneenen (1,999) (3,481) (1,702) (1,230) (1,196)
Impairment losses on financial

aSSetS (NE)(3) cvveueererenrenierienieneeieereeenenne (5,724) (9,966) (6,570) (4,100) (2,160)
Impairment losses on other assets (net) ........ (517) (901) (85) 77) (298)
Gains/losses on disposal of assets not

classified as non-current assets held for sale 1,935 3,369 33 7 1
Gains/losses on disposal of non-current

assets held for sale .........oceeeeiieiinienne. 18 32 22 9 13
Profit before tax ......cccccevvvvvviveieiiiee e 4,673 8,137 5,072 2,549 2,687
INCOME tAX .eovveeiieie e (1,510) (2,629) (1,159) (170) (784)
Consolidated profit for the year ................ 3,163 5,508 3,913 2,379 1,903

(1) Translated for convenience only using the selling rate as reported by the Central Bank at December 31,
2009 for reais into U.S. dollars of R$1.7412 to U.S.$1.00.

(2) See “Unaudited Pro Forma Consolidated Financial Information” for more information.

(3) Principally provisions for legal and tax contingencies.
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Santander Brasil Balance Sheet Data

Santander Brasil

At December 31,
2009 2009 2008 2007
(In millions of
U.S.$)(1) (In millions of RS)

Assets
Cash and balances with the Brazilian Central

BanK......cooooviiiiiiieeeeceeeee e 15,661 27,269 23,700 22,277
Financial assets held for trading........................ 11,553 20,116 19,986 12,293
Other financial assets at fair value through

PIOfit OF LOSS...vveveeieiieeiieeeie e 9,358 16,295 5,575 1,648
Available-for-sale financial assets.................... 26,652 46,406 30,736 9,303
Loans and receivables...........cccccoeveeeeinereenn... 87,390 152,163 162,725 55,034
Hedging derivatives..........ccoceevverienreirncene 94 163 106 —
Non-current assets held for sale........................ 99 172 113 32
Investments...........oooeveieieiiieieiee e 241 419 634 55
Tangible assets .......cccevvereenerriiiiiienceeeeeee 2,126 3,702 3,829 1,111
Intangible assets ..........cooceereeienienienieeeeee, 18,159 31,618 30,995 1,799
TaX ASSELS .coeevrveeieeeeeeirieeeee e e 9,062 15,779 12,920 4,223
Other ASSEtS....cocuvviiieeeieeeiee e 1,075 1,871 2,871 544
Total assets 181,469 315,973 294,190 108,319
Liabilities
Financial liabilities held for trading.................. 2,547 4,435 11,210 4,650
Other financial liabilities at fair value through

PIOfit OF LOSS...cveeueeuiiieiiniiercreeececeecne 1 2 307 690
Financial liabilities at amortized cost ............... 116,912 203,568 213,973 84,781

Deposits from the Brazilian Central Bank .... 138 240 185 -

Deposits from credit institutions.................... 12,035 20,956 26,325 18,217

Customer depositS........ccecvereerrereeeeesienieeneens 85,826 149,440 155,495 55,147

Marketable debt securities..............cccuueenne... 6,570 11,439 12,086 2,806

Subordinated liabilities.............cccoeeeveeeneenne... 6,493 11,305 9,197 4,210

Other financial liabilities ...........cccveveeverennnen. 5,851 10,188 10,685 4,401
Hedging derivatives..........ccccveevevvereenieneenenenne 6 10 265 —
Liabilities for inSUrance............cccoeveeeevereeenneen. 8,917 15,527 — —
Provisions(2) ......cceeververeenieenieseeeeeseeseeeneenns 5,445 9,480 8,915 4,816
Tax lHabilitieS.....c.eevviereeeririeeieeeieeee e 5,431 9,457 6,156 1,719
Other liabilitieS .........ccvveevviievieeiie e 2,428 4,228 3,527 1,454
Total liabilities 141,688 246,707 244,353 98,111
Shareholders’ eqUity........cccevveevierieieriereeins 39,459 68,706 49,318 8,671
Minority INtEIests ......cccovevverremererenerreeeeeennen 1 1 5 -
Valuation adjustments ...........ccccoceeerereeeenncnne. 321 559 514 1,537
Total equity 39,781 69,266 49,837 10,208
Total liabilities and equity 181,469 315,973 294,190 108,319
AVETage aSSeLS ...cccueeueeruieiieieeieeiee e 171,246 298,174 163,621 100,243
Average interest-bearing liabilities................... 105,865 184,332 109,455 69,204
Average shareholders’ equity ........cccceceevieienee 32,272 56,192 23,110 10,521

(1) Translated for convenience only using the selling rate as reported by the Central Bank at December 31,
2009 for reais into U.S. dollars of R$1.7412 to U.S.$1.00.
(2) Provisions for pensions and contingent liabilities.
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Santander Brasil Ratios

At and for the Year Ended December 31,

2009 2008 2007
Profitability and performance
INEE YICLA(L) ettt 9.7 8.6 7.2
Return on average total assetS.........ccvvvierierieriierieeiieieseeseeseere e 1.8 1.5 1.9
Return on average shareholders’ equity........ccccvevvveveeiienienienieciecie e, 9.8 10.3 18.1
Adjusted return on average shareholders’ equity(2).......cccevvververeieveernenne 19.3 16.8 18.1
Capital adequacy
Average shareholders’ equity as a percentage of average total assets...... 18.8 14.1 10.5
Average shareholders’ equity excluding goodwill as a percentage of
average total assets excluding goodwill(2) ........cccceevveenieiiiiiniee. 10.5 9.2 10.5
Basel capital adequacy ratio(3).......ccceeerierierienieieeeieeeee e 25.6 14.7 14.2
Asset quality
Non-performing assets as a percentage of total loans(4) .........ccceceveencee 7.2 54 4.1
Non-performing assets as a percentage of total assets(4) ........ccoevvevvennns 3.1 2.6 2.2
Non-performing assets as a percentage of computable credit risk(4)(5) .. 6.2 4.7 3.2
Allowance for credit losses as a percentage of non-performing assets(4)  101.7 105.8 107.5
Allowance for credit losses as a percentage of total loans........................ 7.3 5.7 44
Net loan charge-offs as a percentage of total loans ............cccoecvveiervennns 6.2 2.3 4.7
Non-performing assets as a percentage of shareholders’ equity............... 14.4 15.7 24.1
Non-performing assets as a percentage of shareholders’ equity
excluding 0OdWIlI(2)(4) ..cc.veveverierinirieiereeecccereese e 24.5 35.4 24.1
Liquidity
Total loans, net as a percentage of total funding ...........cccecceveevienennnne. 66.4 66.0 60.7
Deposits as a percentage of total funding...........ccoeceeevenieniienencenenenne. 88.2 89.5 91.3
Other Information
Efficiency
EffICiency ratio(6)......ccuevueerieeeeieieieie ettt 35.0 45.0 39.2

(1) Net yield is defined as net interest income (including dividends on equity securities) divided by average
interest earning assets.

(2) “Adjusted return on average shareholders’ equity,” “Average shareholders’ equity excluding goodwill as
a percentage of average total assets excluding goodwill” and “Non-performing assets as a percentage of
shareholders’ equity excluding goodwill” are non-GAAP financial measurements which adjust “Return
on average shareholders’ equity,” “Average shareholders’ equity as a percentage of average total assets”
and “Non-performing assets as a percentage of shareholders’ equity,” to exclude the R$27.5 billion
goodwill arising from the acquisition of Banco Real in 2008.

The reconciliation below presents the calculation of these non-GAAP financial measurements from their
respective most directly comparable GAAP financial measurements. Such reconciliation was made only
for the years ended December 31, 2009 and 2008 because goodwill was not material in the year ended
December 31, 2007 and, accordingly, the ratios presented are unaffected by the exclusion of goodwill.
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At and for the Year Ended
December 31,

2009 2008
Return on average shareholders’ equity:
NEEINCOME......uveieeeeieeeeeeeee et eee e eee e e et eeeearee e e eeeeareeeennreeeeeaneeean 5,507,964 2,378,626
Average shareholders’ SqUILY .......c.evverieriieiieeieeieeee e 56,191,917 23,109,873
Return on average shareholders’ equity........cccoeeerveeeeienienieneninieneeeeeeneee 9.8% 10.3%
Adjusted return on average shareholders’ equity:
INEE IICOIMIC. ..ottt sttt ettt sttt et et et et esesseebesseeseeneensensensenseees 5,507,964 2,378,626
Average shareholders’ eqUity ........ccceverieiiiniinii e 56,191,917 23,109,873
Average ZOOAWILL ......coouiiiiiiiiiiieee e 27,713,675 8,924,823
Average shareholders’ equity excluding goodwill ............cccecvvvvevieriinrennnnne 28,478,242 14,185,050
Adjusted return on average shareholders’ equity..........ccevievveecviecrereerieennns 19.3% 16.8%
Average shareholders’ equity as a percentage of average total assets:
Average shareholders’ eqUILY .......cevvereverieeeieeieriee e 56,191,917 23,109,873
AVETAZE tOtAl ASSELS ...vvevvieiieiieetieiieie e ete sttt ee sttt 298,173,433 163,621,250
Average shareholders’ equity as a percentage of average total assets........... 18.8% 14.1%
Average shareholders’ equity excluding goodwill as a percentage of
average total assets excluding goodwill:
Average shareholders’ eqUILY .......ccocvereerieeeieeieriee e e 56,191,917 23,109,873
Average 00AWill .......oooiiiiiiiiiee e 27,713,675 8,924,823
Average shareholders’ equity excluding goodwill ..........ccccooieiiiiiinncnnen. 28,478,242 14,185,050
AVETage total ASSELS ....eeiuieeiiiietietiete et 298,173,433 163,621,250
AVErage ZOOAWIL .......couiiiiieiiciieiicieee ettt 27,713,675 8,924,823
Average total assets excluding goodwill ...........cccoevvvevvieiiiienieiceeeecee, 270,459,758 154,696,427
Average shareholders’ equity excluding goodwill as a percentage of
average total assets excluding goodwill...........cccccvevvveviieiinienieiiee e 10.5% 9.2%
Non-performing assets as a percentage of shareholders’ equity:
NON-PErfOrMING ASSELS.....cvieeiierieerieiieieereeeeseesteesteeaeeeeeseesseesseesseessesssensnes 9,899,884 7,730,464
Shareholders” EQUILY .....ccvveveeeieeie ettt eeas 68,706,363 49,317,582
Non-performing assets as a percentage of shareholders’ equity .................... 14.4% 15.7%
Non-performing assets as a percentage of shareholders’ equity
excluding goodwill:
NON-PErfOorming aSSELS.......cc.evveriruieieieienienerenieeteteteneente et eeere e 9,899,884 7,730,464
Shareholders’ @qUILY ......cceeruiiiiriieiereeeeee e 68,706,363 49,317,582
GOOAWIIL ..ttt see e 28,312,236 27,488,426
Shareholders’ equity excluding goodwill ...........cccooviiiniiniinie 40,394,127 21,829,156
Non-performing assets as a percentage of shareholders’ equity
excluding OOAWill ........c.ooiiiiiiiieiicieeeceee e 24.5% 35.4%

Our calculation of these non-GAAP measures may differ from the calculation of similarly titled measures used
by other companies. The Bank’s management believes that these non-GAAP financial measures provide useful
information to investors because the substantial impact of the R$27.5 billion goodwill arising from the
acquisition of Banco Real during the year ended December 31, 2008 obscures the significance of other factors
affecting shareholders’ equity and the related ratios. In addition, consistent with the guidance provided by the
Basel II framework with respect to capital measurement, in all measures used to manage the Bank,
management considers shareholders’ equity excluding goodwill. Management believes that exclusion of
goodwill from shareholders’ equity, in addition to being consistent with Basel II, more accurately reflects the
economic substance of the Bank’s capital because goodwill is not an asset available to absorb cash losses and
is not otherwise taken into account by the Bank in managing its operations. Accordingly, management believes
that the non-GAAP measures presented are useful to investors, as well as to management, because they reflect
the economic substance of the Bank’s capital. The only limitation associated with the exclusion of goodwill
from shareholders’ equity is that it has the effect of excluding a portion of the total investment in the Bank’s
assets. Management compensates for this limitation by also considering shareholders equity including goodwill,
as set forth in the above table.
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(3) In July 2008, new regulatory capital measurement rules, which implement the Basel II standardized
approach, went into effect in Brazil, including a new methodology for credit risk and operational risk
measurement, analysis and management. As a result, our capital adequacy ratios as of any date after
July 2008 are not comparable to our capital ratios as of any prior date. Our Basel capital adequacy ratios
are calculated excluding goodwill, in accordance with the Basel II standardized approach (provided by
the “International Convergence of Capital Measurement and Capital Standards—A Revised Framework
Comprehensive Version” issued by the Basel Committee on Banking Supervision from the Bank for
International Settlements).

(4) Non-performing assets include all credits past due by more than 90 days and other doubtful credits.

(5) Computable credit risk is the sum of the face amounts of loans and leases (including non-performing
assets), guarantees and documentary credits.

(6) Efficiency ratio is defined as administrative expenses divided by total income. See “Unaudited Pro Forma
Consolidated Financial Information.”

Banco Real Combined Income Statement Data

Banco Real (Combined)

For the Period For the Year
from Ended
January 1 to August 29, December 31,
2008 2007 2007
(In millions of RS, except as otherwiseindicated)
Interest and SIMilar INCOME ..........eevviiiiiiiiiiiiiiiieeeeeee e, 14,007 12,075 19,070
Interest expense and similar charges ............ccocceeveviererereneenenne. (6,552) (5,211) (7,800)
Net INTETESt INCOMIE ......uueeveeiieeieeeeiieeeeeeeeeeeeeeeeeeeeesaaeeeeeeeeeennees 7,455 6,864 11,270
Income from equity inStrUMENtS........c.cevueerieeeerieniereeeeee e 2 13 18
Income from companies accounted for by the equity method...... 193 137 183
Fee and commisSion INCOME. .......cccuvviiveuveeeiiieeeeeeeee e 2,040 1,635 2,525
Fee and commission EXPENSe .........coveveuerierierueniereeeieeeeeeeneeneas (428) (479) (762)
Gain/loss on financial assets and liabilities (net)...........ccceeeue.ee.. 798 870 1,744
Exchange differences (Net) .......cccocevveereeriiiciiiienienieereeeeeeeiens (215) (153) (179)
Other operating iNCOME (EXPENSES) ....vverrrerreerrerververreersenaesnenens 17) (146) (287)
TOtal INCOMIE ... .vveiieeeeiieieieeee ettt e eee e eaee e e eaeeeeenns 9,828 8,741 14,512
AdmINIStrative EXPENSES. ......eervveveereeriereierrienreeteeeeseesseenseesennns (4,347) (3,760) (6,227)
Depreciation and amortization...........c.eevereeeeveeeenvenieesenseesnennens (288) (211) (339)
ProviSion (NEt) .......cceeuieieieieieieiesieee ettt (472) (303) (928)
Impairment losses on financial assets (N€t) .........ccceeveveerernennen. (2,470) (1,838) (2,897)
Impairment losses on other assets (N€t).........ccoeceevvereerenieneenne. ®) (36) (33)
Gain/(losses) on disposal of assets not classified as
non-current assets held for sale...........coooeeiiiiiiiniicicieiee, 25 20 28
Gain/(losses) on non-current assets held for sale...........c............. 13 36 38
Operating profit before taxes.........cooeverereeieiieienesere e 2,281 2,649 4,154
TNCOME tAXES ..ttt e (907) (1,115) (1,721)
Profit for the year/period ..........ccccceverenininieceneneneneneneeene 1,374 1,534 2,433
Profit attributable to the Parent...........ccoooevvvvieiiiiiiiiiieeeeeeeeinnes 1,374 1,534 2,432
Profit attributable to minority interests. ..........oceveeeeeeierienienne - - 1
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Banco Real Combined Balance Sheet Data

Cash and balances with Brazilian Central Bank

Financial assets held for trading ............ccoevvevieiiecincieiierieeere e
Other financial assets at fair value through profit or loss
Available for sale financial @SSEtS .........c.ccccveerviierciieiiiieeieecre e
Loans and reCeivables..........cccuiiiiiiiiiiiiieeii et
Hedging derivatiVes. .......c.ceruieiieieeieciieieee et
Non-current assets held for sale..........c.ooooouiiiiiiiiiiieeeee e
INVEStMENtS 1N ASSOCIALES.....eeeiuriieeeiiieeeiiie e ettt e et eete e e et e e e e et e e eeveeeen
TaNGIDIE ASSELS ...eveeuieiieieeiieie ettt ettt sttt
INtANGIDIE ASSELS ...eeuveriiiiiiiiiieiieie e
TAX @SSELS .iieiiiiieeeeeiiiie e e eerree e e e e e et e e e e s estbbaeeeee e e aeraaeeeeeeenraraaaeaeeeannes
OtNET ASSELES....veiiiiiiiieeiee et ettt ettt et et e et e eteeeeveeeteeereeeeneesareeeaneeas

Total assets

Banco Real (Combined)

At December 31, 2007

Financial liabilities held for trading............cccoecvveieiiienieniieece e
Financial liabilities at amortized COSt .........coouviieevviiieiiieeeereeeeeeee e
Hedging deriVatiVeS.......ccuveiieiieiecieiieieere ettt seeesae e seee e enseenseens
PIOVISIONS ..eeeieiieee ettt ettt e e e ettt e e e e e senaaaeeeeeesssnaaseeeeeeenan
TaX THADIIITIES «.veeeeeeieeieeeee ettt ettt e e e e e e e e e e e e e e ssnaaaneeeesenann
Other HADIIITIES ..eeeeiiiiiiiieieee ettt e e e e e e e e ennaaaeeeeeesaan

Total liabilities

Shareholders’ EqUILY .......covertierieieeee e
ISSUEA CAPILAL ...t
RESEIVES ...ttt
Profit for the year attributable to the Parent .............ccoovveviiiiiieniciieiecie,
Less: Dividends and remuneration .............ccoeveeereeieienienenieneseseeeeeeeie e

Valuation adjustments ...........ccveeveeieeienienieieeieseesee e seeereeeeereeereesseeseesseas
IMINOTILY TNEETESS .veevvievvieerieeiestieieeieetesteseesteesseesseesaesseesseesseesseesseessesssesseesses

Total equity

Total liabilities and equity

(in millions of RS)

10,949
3,396
147
12,779
77,310
651
39
333
1,051
1,207
3,980
985
112,827
1,725
90,672
5
3,443
2,129
1,695
99,669
13,094
9,322
1,542
2,432

(202)
59
5
13,158
112,827
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RISK FACTORS

An investment in the Notes involves a high degree of risk. You should carefully consider the risks
described below before making an investment decision. Our business, financial condition and results of
operations could be materially and adversely affected by any of these risks. The trading price of the Notes
could decline due to any of these risks or other factors, and you may lose all or part of your investment. The
risks described below are those that we currently believe may materially affect us.

Risks Relating to Brazil

The Brazilian government has exercised, and continues to exercise, significant influence over the Brazilian
economy. This involvement, as well as Brazilian political and economic conditions, could adversely affect
us and the market price of our securities.

The Brazilian government frequently intervenes in the Brazilian economy and occasionally makes
significant changes in policies and regulations. The Brazilian government’s actions to control inflation and
other policies and regulations have often involved, among other measures, increases in interest rates, changes
in tax policies, price controls, currency devaluations, capital controls and limits on imports. Our business,
financial condition and results of operations, as well as the market price of our securities, may be adversely
affected by changes in policies or regulations involving or affecting factors such as:

e interest rates;

e exchange rates and controls and restrictions on the movement of capital out of Brazil, such as those
which were briefly imposed in 1989 and early 1990;

e currency fluctuations;

e inflation;

¢ liquidity of the domestic capital and lending markets;

e tax and regulatory policies; and

e  other political, social and economical developments in or affecting Brazil.

Although the Brazilian government has implemented sound economic policies over the last few years,
uncertainty over whether the Brazilian government will implement changes in policy or regulation affecting
these or other factors in the future may contribute to economic uncertainty in Brazil and to heightened
volatility in the Brazilian securities markets and in the securities issued abroad by Brazilian issuers. These
uncertainties and other developments in the Brazilian economy may adversely affect us and the market value
of our securities.

Government efforts to combat inflation may hinder the growth of the Brazilian economy and could harm
our business.

Brazil has experienced extremely high rates of inflation in the past and has therefore implemented
monetary policies that have resulted in one of the highest real interest rates in the world. Inflation and the
Brazilian government’s measures to fight it, principally through the Central Bank, have had and may have
significant effects on the Brazilian economy and our business. Tight monetary policies with high interest rates
and high compulsory deposit requirements may restrict Brazil’s growth and the availability of credit, reduce
our loan volumes and increase our loan loss provisions. Conversely, more lenient government and Central
Bank policies and interest rate decreases may trigger increases in inflation, and, consequently, growth
volatility and the need for sudden and significant interest rate increases, which could negatively affect our
interest rate spreads.
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Since 2001, the Central Bank has frequently adjusted the base interest rate. The Central Bank reduced the
base interest rate during the second half of 2003 and the first half of 2004. In order to control inflation, the
Central Bank increased the base interest rate several times from 16.0% per annum on August 18, 2004 to 19.75%
per annum on May 18, 2005. During the following two years, favorable macroeconomic figures and controlled
inflation within the Central Bank target range led the Central Bank to lower the base interest rate several times
from 18.0% in December of 2005 to 11.25% in September of 2007. In April and June of 2008, however, the
Central Bank increased the base interest rate by 0.5% respectively, to 12.25%, due to the then macroeconomic
conditions and the expectations of inflation in 2008. In July 2009, the SELIC rate was reduced in order to
encourage an increase in the availability of credit to 8.75% where it has remained since then.

As a bank in Brazil, the vast majority of our income, expenses, assets and liabilities are directly tied to
interest rates. Therefore, our results of operations and financial condition are significantly affected by
inflation, interest rate fluctuations and related government monetary policies, all of which may materially and
adversely affect the growth of the Brazilian economy, our loan portfolios, our cost of funding and our income
from credit operations.

Exchange rate instability may have a material adverse effect on the Brazilian economy and on us.

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 2000 and 2002, the real depreciated
significantly against the U.S. dollar, reaching a selling exchange rate of R$3.53 per U.S.$1.00 at the end of
2002. 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$1.56 per U.S.$1.00 in August 2008. In the context of the crisis in the global
financial markets since mid-2008, the real depreciated 31.9% against the U.S. dollar in 2008. On
December 31, 2009, the exchange rate was R$1.7412 per U.S.$1.00.

Depreciation of the real against the U.S. dollar could create inflationary pressures in Brazil and cause
increases in interest rates, which could negatively affect the growth of the Brazilian economy as a whole and
harm our financial condition and results of operations. Additionally, depreciation of the real could make our
foreign currency-linked obligations and funding more expensive, negatively affect the market price of our
securities portfolios and have similar consequences for our borrowers. On the other hand, appreciation of the
real relative to the U.S. dollar and other foreign currencies could lead to a deterioration of the Brazilian
foreign exchange current accounts, as well as dampen export-driven growth. Depending on the circumstances,
either depreciation or appreciation of the real could materially and adversely affect the growth of the
Brazilian economy and our business, financial condition and results of operations.

Developments and the perception of risk in other countries, especially in the United States and in emerging
market countries, may adversely affect our access to financing and the market price of our securities.

The market value of securities of Brazilian issuers is affected by economic and market conditions in other
countries, including the United States and other Latin American and emerging market countries. Although
economic conditions in those countries may differ significantly from economic conditions in Brazil,
investors’ reactions to developments in these other countries may have an adverse effect on the market value
of securities of Brazilian issuers. Crises in other emerging countries may diminish investor interest in
securities of Brazilian issuers, including our securities. This could adversely affect the market price of the
Notes and could also make it more difficult for us to access the capital markets and finance our operations in
the future on acceptable terms, or at all.

In addition, the global financial crisis has had significant consequences, including in Brazil, such as stock
and credit market volatility, unavailability of credit, higher interest rates, a general economic slowdown,
volatile exchange rates, among others, which may, directly or indirectly, adversely affect us and the market
price of the notes.
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Risks Relating to Santander Brasil and the Brazilian Financial Services Industry
Changes in regulation may negatively affect us.

Brazilian financial markets, including all of our businesses, are subject to extensive and continuous regulatory
review by the Brazilian government, principally by the Central Bank and the CVM. We have no control over
government regulations, which govern all facets of our operations, including regulations that impose:

e minimum capital requirements;

e compulsory deposit and/or reserve requirements;

e requirements for investments in fixed rate assets;

e lending limits and other credit restrictions, including compulsory allocations;

e limits and other restrictions on fees;

e limits on the amount of interest banks can charge or the period for capitalizing interest;
e accounting and statistical requirements; and

e other requirements or limitations in the context of the global financial crisis.

The regulatory structure governing Brazilian financial institutions is continuously evolving and the Central
Bank has proven to very actively and extensively react to developments in our industry. For example, in early
2008, the Central Bank created a compulsory deposit requirement on interbank deposits from leasing companies
and since our leasing company invests most of its available cash in interbank deposits with us, this could have an
adverse effect on our cost of funding. In February 2010, the Central Bank increased compulsory deposits to the
levels which where in place before the deterioration of the markets in 2008. Central Bank measures and the
amendment of existing laws and regulations or the adoption of new laws or regulations could adversely affect
our ability to provide loans, make investments or render certain financial services.

Our securities and derivative financial instruments are subject to market price and liquidity variations due
to changes in economic conditions and may produce material losses.

Financial instruments and securities represent a significant amount of our total assets. Any realized or
unrealized future gains or losses from these investments or hedging strategies could have a significant impact
on our income. These gains and losses, which we account for when we sell or mark-to-market investments in
financial instruments, can vary considerably from one period to another. If, for example, we enter into
derivatives transactions to protect ourselves against decreases in the value of the rea/ or in interest rates and
the real instead increases in value or interest rates increase, we may incur financial losses. We cannot forecast
the amount of gains or losses in any future period, and the variations experienced from one period to another,
do not necessarily provide a meaningful forward-looking reference point. Gains or losses in our investment
portfolio may create volatility in net revenue levels, and we may not earn a return on our consolidated
investment portfolio, or on a part of the portfolio in the future. Any losses on our securities and derivative
financial instruments could materially and adversely affect our operating income and financial condition. In
addition, any decrease in the value of these securities and derivatives portfolios may result in a decrease in our
capital ratios, which could impair our ability to engage in lending activity at the levels we currently anticipate.

Changes in base interest rates by the Central Bank could adversely affect our results of operations and
profitability.

The Central Bank’s Monetary Policy Committee (Comité de Politica Monetdria do Banco Central), or
“COPOM” establishes the base interest rate for the Brazilian banking system, and uses this rate as an
instrument of monetary policy. The base interest rate is the benchmark interest rate payable to holders of some
securities issued by the Brazilian government and traded at the Sistema Especial de Liquidac¢do e Custodia,
the Special System for Settlement and Custody, or “SELIC.” As of December 31, 2004, 2005, 2006, 2007,
2008 and 2009, the basic interest rate was 17.8%, 18.0%, 13.3%, 11.3% ,13.8% and 8.75% respectively.
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Since 2001, the Central Bank has frequently adjusted the base interest rate. The Central Bank reduced the
base interest rate during the second half of 2003 and the first half of 2004. In order to control inflation, the
Central Bank increased the base interest rate several times from 16.0% per annum on August 18, 2004 to
19.75% per annum on May 18, 2005. During the following two years, favorable macroeconomic figures and
controlled inflation within the Central Bank target range led the Central Bank to lower the base interest rate
several times from 18.0% in December of 2005 to 11.25% in September of 2007. In April and June of 2008,
however, the Central Bank increased the base interest rate by 0.5% respectively, to 12.25%, due to
macroeconomic conditions at the time and the expectations of inflation in 2008. In July 2009, the Central
Bank reduced the base interest rate in order to encourage an increase in the availability of credit and the
SELIC rate was lowered to 8.75%.

Although increases in the base interest rate typically enable us to increase financial margins, such
increases could adversely affect our results of operations by, among other effects, reducing demand for our
credit and investment products, increasing our cost of funds and increasing the risk of customer default.
Decreases in the base interest rate could also adversely affect our results of operations by, among other effects,
decreasing the interest income we earn on our interest-earning assets and lowering margins.

The increasingly competitive environment and recent consolidations in the Brazilian financial services
market may adversely affect our business prospects.

The Brazilian financial markets, including the banking, insurance and asset management sectors, are
highly competitive. We face significant competition in all of our principal areas of operation from other large
Brazilian and international banks, both public and private, and insurance companies. In recent years, the
presence of foreign banks and insurance companies in Brazil has grown and competition in the banking and
insurance sectors and in markets for specific products has increased, including an increase of competition by
Brazilian public banks. Since the beginning of 2009, public banks in Brazil have been aggressively increasing
loan volumes at spreads lower than those of private banks. As a consequence, the market share of public
banks has increased relative to the market share of private banks, which may negatively affect our results.

The acquisition of an insurance company or of a bank by one of our competitors would likely increase
such competitor’s market share and customer base, and, as a result, we may face heightened competition. An
increase in competition may negatively affect our business results and prospects by, among other things:

e limiting our ability to increase our customer base and expand our operations;

e reducing our profit margins on the banking, insurance, leasing and other services and products we
offer; and

e increasing competition for investment opportunities.
We may experience increases in our level of past due loans as our loan portfolio matures.

Our loan portfolio has grown substantially in recent years. Any corresponding rise in our level of past due
loans may lag behind the rate of loan growth. Rapid loan growth may also reduce our ratio of past due loans
to total loans until growth slows or the portfolio becomes more seasoned. This may result in increases in our
loan loss provisions, charge-offs and the ratio of past due loans to total loans. In addition, as a result of the
increase in our loan portfolio and the described lag in any corresponding rise in our level of past due loans,
our historic loan loss experience may not be indicative of our future loan loss experience.

Our market, credit and operational risk management policies, procedures and methods may not be fully
effective in mitigating our exposure to all risks, including unidentified or unanticipated risks.

Our market and credit risk management policies, procedures and methods, including our use of value at risk,
or “VaR?”, and other statistical modeling tools, may not be fully effective in mitigating our risk exposure in all
economic market environments or against all types of risk, including risks that we fail to identify or anticipate.
Some of our qualitative tools and metrics for managing risk are based upon our use of observed historical market
behavior. We apply statistical and other tools to these observations to arrive at quantifications of our risk
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exposures. These qualitative tools and metrics may fail to predict future risk exposures. These risk exposures
could, for example, arise from factors we did not anticipate or correctly evaluate in our statistical models. This
would limit our ability to manage our risks. Our losses thus could be significantly greater than the historical
measures indicate. In addition, our quantified modeling does not take all risks into account. Our more qualitative
approach to managing those risks could prove insufficient, exposing us to material unanticipated losses. If
existing or potential customers believe our risk management is inadequate, they could take their business
elsewhere. This could harm our reputation as well as our revenues and profits.

In addition, our businesses depend on the ability to process a large number of transactions efficiently and
accurately. Losses can result from inadequate personnel, inadequate or failed internal control processes and
systems, information systems failures or from external events that interrupt normal business operations. We
also face the risk that the design of our controls and procedures for mitigating operational risk proves to be
inadequate or is circumvented. We have suffered losses from operational risk in the past and there can be no
assurance that we will not suffer material losses from operational risk in the future.

We may fail to recognize the contemplated benefits of the acquisition of Banco Real.

The value of the Notes could be adversely affected to the extent we fail to realize the benefits we hope
to achieve from the integration of Santander and Banco Real, in particular, cost savings and revenue
generation arising from integration of the two banks’ operations. We may fail to realize these projected
cost savings and revenue generation in the time frame we anticipate or at all due to a variety of factors,
including our inability to carry out headcount reductions, the implementation of our firm culture and the
integration of our back office operations or delays or obstacles in the integration of our information
technology platform and operating systems. It is possible that the acquisition could result in the loss of key
employees, the disruption of each bank’s ongoing business and inconsistencies in standards, controls,
procedures and policies and the dilution of brand recognition of the Santander and Banco Real brands.
Moreover, the success of the acquisition will at least in part be subject to a number of political, economic and
other factors that are beyond our control.

We are vulnerable to disruptions and volatility in the global financial markets as well as to government
action intended to alleviate the effects of the recent financial crisis.

The global financial markets deteriorated sharply beginning in the second half of 2007, resulting in a
prolonged credit and liquidity crisis that has begun to ease following the first quarter of 2009. Banks in many
markets globally faced decreased liquidity or a complete lack of liquidity, rapid deterioration of financial assets
in their balance sheets and resulting decreases in their capital ratios that severely constricted their ability to
engage in further lending activity. We routinely transact with such institutions as counterparties in the financial
services industry, as well as brokers and dealers, commercial banks, investment banks, mutual and hedge funds,
and other institutional customers. While the severity of the credit and liquidity crisis has eased in 2009, the
financial industry continues to recover from the effects of the crisis and we cannot predict exactly how long it
will take for the global markets to fully recover. If significant financial counterparties experience ongoing
liquidity problems or the financial services industry in general is unable to recover from the effects of the crisis,
it could have a material adverse effect on our business, financial condition and results of operations.

In addition, the financial condition of our borrowers has, in some instances, been adversely affected by
the financial and economic crisis, which has in turn increased our recent non-performing loans, impaired our
loans and other financial assets and resulted in decreased demand for borrowings in general. For example,
certain of our customers that are large exporters, suffered significant losses in connection with hedging
positions with respect to the U.S. dollar when the real began to decline in value against the U.S. dollar in
2008. These losses could impact such customers’ ability to repay or refinance their debt obligations to us. If
our customers fail to perform their obligations under their contracts with us where the customers are
counterparty (for instance, derivatives contracts), the failure or inability of our customers to perform their
payment obligations under those contracts could have a material adverse effect on us.
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Despite the extensive government and central bank intervention to prevent the failure of the global
financial system and the partial recovery of the financial system, the final impacts of such intervention are
unknown. Global investor confidence is beginning to recover and additional disruption and volatility in the
global financial markets could have further negative effects on the Brazilian financial and economic
environment. In addition, a prolonged economic downturn would result in a general reduction in business
activity and a consequent loss of income. Any such ongoing disruption or reduction in business activity could
have an adverse effect on our business, financial condition and results of operations.

Risks Relating to the Notes
Holders of Notes with Sovereign Event or Credit Event provisions may be subject to certain additional risks.

In connection with Notes with Sovereign Event or Credit Event provisions, we may deliver
Governmental Obligations, Credit Obligations or reais, as the case may be, to a Sdo Paulo Paying Agent.
Each holder will then be required to make arrangements, at its own cost and risk, to receive payments in reais
or take delivery of the Governmental Obligations or the Credit Obligations. These arrangements may require
the holder to open a demand deposit or securities account in Brazil. No assurance can be given as to whether
the holder will be able to open such an account, any registration or other procedures that may be required to
open any such account, or whether any taxes or fees will accrue or be payable by the holder as a result of
opening such account. There can be no assurance as to whether legal recourse to the government of Brazil
will exist or whether a market will exist for any such Governmental Obligations.

If a Sovereign Event or Credit Event occurs and we have opted to deliver Governmental Obligations or
Credit Obligations, and are therefore prevented from delivering to the holders any Governmental Obligations
or Credit Obligations, then our obligation to make the delivery shall be suspended until we are no longer
prevented from making the delivery and holders will have no right either to call a default on the Notes or to
sue for the undelivered Governmental Obligations or Credit Obligations. If such a condition occurs, there can
be no assurance as to when, if ever, it will terminate.

If we are unable to make payments on the Notes from the Cayman Islands and must make payments from
Brazil, we may experience delays in obtaining or be unable to obtain the necessary Central Bank approvals,
which would delay or prevent us from making payments on the Notes.

Securities issued through the Grand Cayman Branch do not require approval by or registration with the
Central Bank. Should we be required to make remittances under the Notes directly from Brazil (whether by
reason of a lack of liquidity of the Grand Cayman Branch or imposition of any restriction under the laws of
the Cayman Islands), a specific Central Bank approval may be required in case payment under these Notes is
made directly from Brazil (whether by reason of a lack of liquidity of the Grand Cayman Branch or
imposition of any restriction under the laws of the Cayman Islands). If we are unable to obtain the required
approvals in connection with the payment of amounts owed through our Grand Cayman Branch through
remittances from Brazil, we may have to seek other lawful mechanisms to effect payment of amounts due
under the Notes. However, we cannot guarantee that other remittance mechanisms will be available. If we are
unable to make payments on the Notes through our Grand Cayman Branch and we are prevented from making
the payments from Brazil, we will be forced to suspend payments on the Notes, which could adversely impact
the market value of the Notes.

Our obligations under the Notes will be subordinated to some Brazilian statutory obligations.

Under Brazilian law, our obligations under the Notes will be subordinated to certain statutory preferences.
In the event of our liquidation, bankruptcy, insolvency, liquidation, dissolution, winding up or similar proceeding,
certain claims, such as claims for salaries and wages of its employees (subject to limitations imposed by
Brazilian law), claims deriving from transactions secured by collateral (e.g. mortgage or pledge), as well as taxes
and court expenses, will have preference over any other claim, including the Notes.
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An active trading market for the Notes may not develop.

While application may be made to list the Notes on the Official List of the Luxembourg Stock Exchange
and for them to be admitted to trading on the Euro MTF market, there can be no assurance that an active
trading market for the Notes will develop, or, if one does develop, that it will be maintained. If an active
trading market for the Notes does not develop or is not maintained, the market price and liquidity of the Notes
may be adversely affected.

The market for debt securities issued by Brazilian companies is influenced by economic and market
conditions in Brazil and, to varying degrees, market conditions and interest rates in other Latin American countries.
For example, following the various economic crises in the region, the market for debt instruments issued by
Latin American companies (including Brazilian companies) has been volatile, and this volatility has adversely
affected the price of such securities. There can be no assurance that events in Latin America or elsewhere will not
cause a continuation or recurrence of such market volatility or that such volatility will not adversely affect the price
of the Notes or that economic and market conditions will not have any other adverse effect.
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USE OF PROCEEDS

The net proceeds from the sale of each issue of Notes under the Program will be used by Santander for
general banking purposes or as set forth in the Final Terms applicable to the Notes.
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CAPITALIZATION

The following table presents our consolidated capitalization as of December 31, 2009, as derived from
our consolidated financial statements included elsewhere in this information memorandum. See “Presentation
of Financial and Other Information.”

At December 31, 2009, Santander complied with the capital adequacy requirements of the CMN, which
adopted, with certain modifications, the methodology of the Basel Accord. Santander reported to the Central
Bank its capital adequacy ratio at December 31, 2009 as 25.6% excluding goodwill. For a description of
capital requirements applicable to Santander, see ‘“Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Reserve and Lending Requirements.”

Except as disclosed herein, there has been no material change in our total capitalization since
December 31, 2009.

At December 31, 2009(1)
(RS in millions)
Liabilities
Financial liabilities held for trading............ccccoevveiiieiinienieeeeee e 4,435
Other financial liabilities at fair value through profit or 10ss.........cccceevveiinininnne 2
Financial liabilities at amoOrtiZ€d COSt.....ccuuuviiiiiiiiiiiiieeeeeeeeeeee e 203,568
Deposits from the Brazilian Central Bank.............cccoooeeiiiiiiniiniiee 240
Deposits from credit inStIEUHONS. ......eouerierieniieiieieeeeee e 20,956
CUSLOMET AEPOSIES...c.uveeieiieiieiieie ettt ettt sttt et et saeesbeens 149,440
Marketable debt SECUTIILIES ......uvvviiiiiiiiiiieiiiee e eeenaraeeee s 11,439
Subordinated HADIIITIES .......ccvviiiiiriee et eaaeeeens 11,305
Other financial Habilities .........cccvviiieviiiiiiiieccie et 10,188
HedgIng deriVatiVES......cccvieeieiieciiecieeie ettt eaesrese e reesbeebesreeseeessaeseenseens 10
Liabilities fOr INSUrance CONMTIACES.........covieiiireeeeiieeeeetreeeeeeeeeeereeeeeiaeeeeeareeeeeareeeens 15,527
PIOVISIONS ...t e et et e e e e e e e etaeeeeeaaeessenaeeeeeneeeeans 9,480
D 1 031 T 1TSS 9,457
Other THADIIITIES ....eeeuvieiiieeiee ettt ettt e e et esv e e e e e s b e e e beesebeesasaeesbeesnsaenens 4228
Total liabilities 246,707
Shareholders” EQUILY ......cceouereriririeieteeet ettt 68,706
IMINOTIEY TEEIESES ..uveeieeietieitieie ettt ettt et et et eete st e sbeesbe e bt ebeeaeeeaeesbeenaeeneans 1
Valuation adjustments ..........cooeerieriieiiieieee ettt 559
Total capitalization 315,973

(1) Total capitalization corresponds to total liabilities plus total shareholders’ equity.
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EXCHANGE RATES

The Brazilian foreign exchange system allows the purchase and sale of foreign currency and the
international transfer of reais by any person or legal entity, regardless of the amount, subject to certain
regulatory procedures.

Since 1999, the Central Bank has allowed the real/U.S. dollar exchange rate to float freely and, since then,
the real/U.S. dollar exchange rate has fluctuated considerably. Until early 2003, the value of the real declined
in relation to the U.S. dollar and then began to stabilize. The real appreciated against the U.S. dollar in 2004-
2007. In 2008, as a result of the worsening of the world economic crisis, the real depreciated 32.0% against
the U.S. dollar, and on December 31, 2008 the exchange rate of the real in relation to the U.S. dollar was
R$2.3370 per US$1.00. On December 31, 2009, the real/U.S. dollar exchange rate was R$1.7412 per
US$1.00. In the past, the Central Bank has intervened occasionally to control unstable movements of
exchange rates. We cannot predict whether the Central Bank or the Brazilian government will continue to let
the real float freely or will intervene in the exchange rate through a currency band system or otherwise. The
real may fluctuate against the U.S. dollar substantially in the future. For further information on these risks,
see “Risk Factors—Risks Relating to Brazil—Exchange rate instability may have a material adverse effect on
the Brazilian economy and Santander Brasil.”

The following tables set forth the selling rate, expressed in reais per U.S. dollar (R$/USS$), for the periods
indicated:

Year Period-end Average(1) Low High
2005 ..t 2.3407 2.4341 2.1633 2.7621
2006 ... e 2.1380 2.1771 2.0586 23711
2007 it 1.7713 1.9483 1.7325 2.1556
2008t 2.3370 1.8375 1.5593 2.5004
2009 ...t 1.7412 1.9958 1.6989 2.4473
Month Period-end Average(1) Low High
September 2009 .........ccvirvevinineinieeee 1.7781 1.8198 1.7781 1.9038
October 2009 .......ccooereirinieineneineeeeeeeeseeeene 1.7440 1.7384 1.7037 1.7844
November 2009 ........c..ccvvereineneineeneneceeneenenne 1.7505 1.7262 1.6989 1.7640
December 2000..........ccccovivieinineinieeeeeeeen, 1.7412 1.7518 1.7310 1.7846
January 2010.......ccocovviiiiiiiiiii, 1.8740 1.7790 1.7219 1.8740
February 2010........cccoeiiiiiiiirieeee e 1.8102 1.8408 1.8038 1.8765
March 2010 (through March 16) ..........cccoeveeueenene 1.7658 1.7783 1.7629 1.7992

Source: Central Bank.
(1) Represents the average of the exchange rates on the closing of each business day during the period.
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UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL INFORMATION

The unaudited pro forma consolidated financial information presented below is derived from the
historical audited consolidated financial statements of Santander Brasil for the year ended December 31, 2008
and the historical audited combined financial statements of Banco Real for the period from January 1 to
August 29, 2008, each included elsewhere in this information memorandum.

On July 24, 2008, Santander Spain acquired the indirect majority control of the ABN AMRO Real Group
in Brazil. On August 29, 2008, as further described in note 26 to our consolidated financial statements, Banco
ABN AMRO Real S.A. and ABN AMRO Brasil Dois Participagdes S.A. became our wholly-owned
subsidiaries pursuant to a share exchange transaction (incorporagdo de agdes) approved by the shareholders
of Santander Brasil, Banco ABN AMRO Real S.A. and ABN AMRO Brasil Dois Participagdes S.A. As a
result of the foregoing transactions, Banco ABN AMRO Real S.A. and ABN AMRO Brasil Dois
Participagdes S.A. became wholly-owned subsidiaries of the Bank. See “Business—History—Banco Real
Acquisition.” The historical financial statements used to consolidate Banco Real beginning on August 30,
2008 reflect purchase accounting adjustments recorded on the date that Santander Spain acquired control of
Banco Real since as from that date Banco Real came under common control with Santander Brasil. The
unaudited pro forma consolidated financial information is based upon the historical audited consolidated
financial statements and combined financial statements mentioned above, adjusted to give effect to the
acquisition of Banco Real and the share exchange transaction (incorporagdo de agoes) described above as if
they had occurred on January 1, 2008. The unaudited pro forma consolidated financial information was
prepared based on accounting practices under IFRS. The pro forma assumptions and adjustments are
described in the accompanying notes presented below.

The unaudited pro forma consolidated financial information is provided for illustrative purposes only and
does not purport to represent what the actual consolidated results of operations or the consolidated financial
position of Santander Brasil would have been had the acquisition and the share exchange transaction
(incorporagdo de agoes), occurred on the date assumed, nor is it necessarily indicative of the consolidated
company’s future consolidated results of operations or financial position.

The unaudited pro forma consolidated financial information does not include the anticipated realization
of cost savings from any operating efficiencies, synergies or restructurings resulting from the integration of
Banco Real and does not contemplate the liabilities that may be incurred in connection with the business
combination and any related restructurings.

This unaudited pro forma consolidated financial information should be read in conjunction with the
accompanying notes presented below and the historical consolidated financial statements and accompanying
notes and combined financial statements and accompanying notes of Santander Brasil and Banco Real,
respectively, included elsewhere in this information memorandum. You should not rely on the unaudited pro
forma consolidated financial information as an indication of either (1) the consolidated results of operations or
financial position that would have been achieved if the acquisition of Banco Real had taken place on the date
assumed or (2) the consolidated results of operations or financial position of Santander Brasil after the
completion of such transaction.
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Pro Forma Income Statement Data For the Year Ended December 31, 2008

Interest and similar income ...........
Interest expense and

similar charges...........cccccveevenens
Net interest income..........ccceeeuuee.
Income from equity instruments....
Share of results of entities

accounted for using the

equity method........c.cccvveeveeiennnns
Fee and commission income .........
Fee and commission expense ........
Gains/losses on financial assets

and liabilities (net).........cccceeneenn.
Exchange differences (net)............
Other operating

Income (EXpPenses) .......cecueeveenens
Total income
Administrative expenses................
Personnel expenses........c.ccocceeeuee
Other general

administrative expenses..............
Depreciation and amortization ......
Provisions (net) .........cceevvevveeeennnnns
Impairment losses on

financial assets (net) ...................
Impairment losses on

other assets (N€t).......ccccceerveeneen.
Gains/losses on disposal of

assets not classified as

non-current assets ...........eceeceenee.
Gains/losses on disposal of

non-current assets held for sale ..
Profit before tax.....c.cceevueerneennnee.

Income taX......ccooeevvviiiiiininnnnnn..

Profit for the year...........cceeuu.....
Earnings per shares
Basic and diluted earnings per
1,000 share (reais)......c..ccceeuvene..
Common shares.........c.ccoceeereenene.
Preferred shares..........ccccocevieennenne
Weighted average shares
outstanding (in thousands) —
basic and diluted...........c.cccoeueeee.
Common shares...........ccceceveennene.
Preferred shares.........cccccoceveeneeee

Santander Brasil Banco Real
Consolidated Combined Pro Forma
Historical Historical Pro Forma Consolidated
Financial Data Financial Data Adjustments Financial Data
For the Year
For the Year For the Period For the Year Ended
Ended from January 1 to Ended December 31,
December 31, 2008 August 29, 2008 December 31, 2008 2008
(In millions of RS, except as otherwise indicated)
23,768 14,007 327 4(1) 38,102
(12,330) (6,552) 11 4Gi)  (18,872)
11,438 7,455 338 19,230
37 2 - 39
112 193 — 305
4,809 2,040 — 6,849
(555) (428) - (983)
(1,287) 798 4 (485)
1,476 (215) - 1,261
(59) (17) 2 (74)
15,971 9,828 344 26,143
(7,185) (4,347) - (11,532)
(3,548) (2,126) - (5,674)
(3,637) (2,221) - (5,858)
(846) (288) (102) A(iif) (1,236)
(1,230) (472) - (1,702)
(4,100) (2,470) - (6,570)
(77) (®) - (85)
7 25 - 32
9 13 — 22
2,549 2,281 242 5,072
(170) (907) 82 4y _ (L159)
2,379 1,374 160 3,913
11.59 11.65
12.75 12.81
104,926,194 171,800,386
91,168,064 149,283,961

See the accompanying notes to the unaudited pro forma consolidated financial information.
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Notes to the unaudited pro forma consolidated financial information
1. Basis of Presentation

The unaudited pro forma consolidated financial information presented above is derived from the
historical audited consolidated financial statements for the year ended December 31, 2008 of Santander Brasil
and the historical audited combined financial statements of Banco Real for the period from January 1 to
August 29, 2008, each included elsewhere in this information memorandum.

2. The Acquisition of Banco Real

On July 24, 2008, Santander Spain acquired majority control of the ABN AMRO Real Group in Brazil.
On August 29, 2008, as further described in note 26 to our consolidated financial statements, Banco ABN
AMRO Real S.A. and ABN AMRO Brasil Dois Participagdes S.A. became our wholly-owned subsidiaries
pursuant to a share exchange transaction (incorporagdo de acgdes) approved by the shareholders of Santander
Brasil, Banco ABN AMRO Real S.A. and ABN AMRO Brasil Dois Participacdes S.A. As a result of the
foregoing transactions, Banco ABN AMRO Real S.A. and ABN AMRO Brasil Dois Participacdes S.A.
became wholly-owned subsidiaries of the Bank. Banco Real was consolidated in Santander Brasil’s financial
statements as from August 30, 2008. See “Business—History—Banco Real Acquisition.” The historical
financial statements used to consolidate Banco Real on August 30, 2008 reflect purchase accounting
adjustments recorded on the date that Santander Spain acquired control of Banco Real since as from that date
Banco Real came under common control with Santander Brasil.

3. Pro Forma Assumptions and Adjustments

The following assumptions and related pro forma adjustments give effect to our incorporation of Banco
Real as if the acquisition of Banco Real by the Santander Group and the share exchange transaction
(incorporagdo de agoes) described above had occurred on January 1, 2008 for purposes of the unaudited pro
forma consolidated financial information.

e The unaudited pro forma consolidated financial information is provided for illustrative purposes only
and does not purport to represent what the actual consolidated results of operations or the
consolidated financial position of Santander Brasil would have been had the acquisition of Banco
Real occurred on the respective dates assumed, nor is it necessarily indicative of the combined
company’s future consolidated results of operations or financial position.

e Expected future cash cost savings, if any, are not recognized in this unaudited pro forma
consolidated financial information.

e  The pro forma adjustments include purchase price accounting adjustments to reflect the acquisition
of Banco Real by Santander Spain, as if the control of Banco Real was acquired by Santander Spain
on January 1, 2008. The purchase accounting was recorded using the acquisition method in
accordance with International Financial Reporting Standard No. 3, “Business Combinations.”

Additionally, liabilities may be incurred in connection with any ultimate restructuring activities. These
additional liabilities and costs have not been contemplated in the unaudited pro forma consolidated financial
information because information necessary to reasonably estimate such costs and to formulate detailed
restructuring plans depends on the conclusion of assessments and studies which are still being prepared by
Santander Brasil as of the date of this information memorandum.
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The pro forma purchase price allocation adjustments are estimated based on the following purchase
price allocation:

Book Value Fair Value(1) Adjustment
(In thousands of RS)

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.........cc.eeeveeeiiecieerie e 21,758,968 21,728,385 (30,583)
Loans and advances to CUStOMETS........c....covvveeeenreeennn. 69,669,710 68,039,392 (1,630,318)
Tangible aSSetS.......ccvevverierieeriieieeie e e 1,072,896 1,344,375 271,479
Liabilities (119,436,124)  (120,826,655) (1,390,531)
Of which:
Deposits from credit institutions..........cccceveevereeneenne. (20,946,768) (20,932,165) 14,603
Customer depPOSItS........covereeruirrieeierieneenieee e (75,372,552) (75,419,151) (46,599)
Subordinated liabilities ...........cccovvveeveeeiieeeieeeieeereeene (3,440,670) (3,491,143) (50,473)
Other financial liabilities ..........cooovvvievvveiiiiieicieeeens (5,974,858) (5,852,833) 122,025
PrOVISIONS(2) v (3,536,049) (4,968,623)  (1,432,574)
Net assets acquired 12,865,671 10,103,600 (2,762,071)
INtangible asSets(3).......ovvevevivrereieeeeeeeeeeeeeeeeeeeeeeennens 1,229,716
Fair value of the assets 11,333,316
Total consideration(4) 38,946,426
Satisfied by:
SRATES. ... 38,920,753
CaSN . s 25,673
Goodwill 27,613,110

(1) The fair values of the assets and liabilities acquired were determined based on appraisals for the tangible
assets, consideration of advice provided by legal counsel for contingent liabilities 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) Includes an adjustment of R$124.7 million booked in the year ended December 31, 2009 with respect to a
revision in the fair value of provisions, as permitted under IFRS 3.

(3) Amount relates to customer list with an estimated useful life of 10 years.

(4) Total consideration is based on amounts paid by the Santander Group for the acquisition of Banco Real.

4. Pro forma adjustments

The purpose of the pro forma adjustments is to give the effect to the acquisition of Banco Real and the
share exchange transaction (incorporagdo de agoes) as if they had occurred on January 1, 2008. The pro
forma adjustments for the year ended December 31, 2008 consider the period from January 1, 2008 to
August 29, 2008, as the results for the remaining period of 2008 are already incorporated in the Bank’s
historical financial data.

(1) This pro forma adjustment relates to the unwinding of the fair value adjustments to debt instruments
and loans and advances to customers, presented in the purchase price allocation in note 3 to the pro forma
financial information, which were calculated separately for each individual contract. This results in an
adjustment to the yield curve of the assets that were accounted for at amortized cost. The fair values of these
contracts were below or above their book values depending on whether market rates of interest were above or
below the contractual rates on the date of the acquisition. The unwinding of the difference between amortized
cost and fair value is calculated based on the contractual maturities of each of the related financial instruments,
which vary from 2008 to 2015.
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For the pro forma income statement for the year ended December 31, 2008, the unwinding of the fair
value adjustments to the debt instruments and loans and advances to customers is based on eight months of
the amount which is expected to unwind during the year ended December 31, 2009, amounting to
R$491 million.

(ii) This pro forma adjustment relates to the amortization of the fair value adjustment to financial liabilities,
presented in the purchase price allocation in note 3 to the pro forma financial information, which was calculated
separately for each individual contract. This results in an adjustment to the yield curve of the financial liabilities
that were accounted for at amortized cost. The fair values of these contracts were below or above their book
values depending on whether market rates of interest were above or below the contractual rates on the date of the
acquisition. The unwinding of the difference between amortized cost and fair value is based on the contractual
maturities of each of the related financial instruments, which vary from 2008 to 2015.

For the pro forma income statement for the year ended December 31, 2008, the unwinding of the fair
value adjustments to financial liabilities is based on eight months of the amount which is expected to unwind
during the year ended December 31, 2009, amounting to R$16 million.

(iii) The pro forma adjustment relates to the amortization of the fair value adjustment to tangible assets and
the amortization of the identifiable and measurable intangible assets recognized in the purchase price allocation,
which are presented in note 3 to the pro forma financial information, using the estimated useful lives of such
assets. This adjustment principally relates to the amortization of the customer list recognized in connection with
the purchase price allocation which has an estimated useful life of 10 years and the amortization of the tangible
assets (buildings for own use), which have an estimated average useful life of 25 years.

For the pro forma income statement for the year ended December 31, 2008, the amortization for the tangible
and amortizable intangible assets is based on eight months of the R$152 million amortization for 2009.

(iv) This pro forma adjustment reflects the recognition of deferred taxes recognized in the purchase price
allocation due to the realization of the amounts in which fair value differed from cost for certain assets and
liabilities as shown in the table above. Such realization of deferred taxes is calculated on the pro forma
adjustments explained above, based on a 34.0% tax rate.
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Total average assets ......cceceeerueeenene

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 contained elsewhere herein 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 statement and balance sheet data and other related statistical information for Santander Brasil
have been prepared on a consolidated 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 statements. 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.”

IFRS
At December 31,
2009 2008 2007
Average Average Average Average  Average Average
Balance Interest Rate(1) Balance Interest Rate(1) Balance Interest Rate(1)
Assets and Interest Income (in millions of RS, except percentages)
Cash and balances with the
Brazilian Central Bank.................... 17,879 1,667 9.3% 19,102 2270 11.9% 15,717 1,894 12.0%
Loans and advances to credit
INSEItULIONS ..veeeveeeiieeieeeie e 31,122 2,901 9.3% 17,390 1,819 10.5% 8,788 701 8.0%
Loans and advances to customers...... 126,712 29,470 23.3% 72,178 16,297  22.6% 39,922 8,047  20.2%
Debt instruments...........ccceeuveerreeneenns 45,530 5,202 11.4% 22,543 3,327 14.8% 19,084 2,166 11.3%
Other interest-earning assets.............. - 103 - - 55 - - 389 -
Total interest-earning ASSELS eeeeevenene 221,243 39,343 17.8% 131,213 23,768 18.1% 83,511 13,197 15.8%
Equity instruments..........ccccceeeveruenne 7,746 30 0.4% 2,250 37 1.6% 3,254 36 1.1%
Investments in affiliated companies... 506 - - 255 - - 46 - -
Total earning assets ......ecoeeeeeeeeensess 229495 39,373  17.2% 133,718 23,805 17.8% 86,811 13,233 15.2%
Cash and balances with the
Brazilian Central Bank.................... 6,250 - - 3,618 - - 2,440 - -
Due from credit entities ..................... 3,152 - - 677 - - 853 - -
Impairment 10SS€S ......ccceceervereenueennen. (8,765) - - (4,272) - - (2,196) - -
Others aSssets .......cocvevvvvueeeeeeeeeeiieeeenns 33,007 - - 16,488 - - 10,060 - -
Tangible assets.......c.ceceveerereenennnene 3,690 - - 1,977 - - 1,022 - -
Intangible assets........cooveveverererernnne. 31,345 - - 11,415 - - 1,253 - -
298,174 39,373 13.2% 163,621 23,805 14.5% 100,243 13,233 13.2%
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IFRS
For the year ended December 31,

2009 2008 2007
Average Average  Average Average  Average Average
Balance  Interest Rate Balance  Interest Rate Balance  Interest Rate

Liabilities and Interest Expense (in millions of RS, except percentages)
Deposits from the

Brazilian Central Bank ...................... 845 29 3.5% 14 - - - - -
Deposits from credit institutions........... 21,474 1.179 5.5% 21,411 1,631 7.6% 18,169 1,362 7.5%
Customer deposits .........c.cccevererereenne 139,917 13,164 9.4% 75,816 9,146 12.1% 44,507 4,709 10.6%
Marketable debt securities.................... 11,420 1,048 9.2% 6,331 549 8.7% 2,348 277 11.8%
Subordinated liabilities................... 10,676 1,077 10.1% 5,883 690 11.7% 4,180 452 10.8%
Other interest-bearing liabilities .... - 679 - - 314 - - 202 -
Total interest-bearing liabilities . 184,332 17,176 9.3% 109,455 12,330 11.3% 69,204 7,002 10.1%
Deposits from credit entities................. 100 - - 80 - - 67 - -
Customer deposits —

demand deposits........cccceeeverveeeeriennen. 13,000 - - 7,112 - - 4,665 - -
Others liabilities.........ccocevevveereninennene 44,546 - - 23,863 - - 15,785 - -
Minority interest ......oeeverrerverueereerrerenns 4 — - 1 - - — - -
Shareholders’ equity ............cccccuevenne... 56,192 - - 23,110 - - 10,522 - -
Total average liabilities

and shareholders’ equity................ 298,174 17,176 5.8% 163,621 12,330 7.6% 100,243 7,002 7.6%

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 calculated
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

Volume Rate Net change
Interest and Similar Revenues (in millions of R$)
Interest-earning assets
Cash and due from central banks ...........ccceccvevciieriieiiienie e (138) (465) (603)
Due from credit entities 1,299 (216) 1,083
L0ans and CrEAILS ........c..ccereiieeiieieecie ettt ettt e eae e ane e 12,669 505 13,174
DEDE SECUTTEIES. ...ttt sttt sttt eae 2,765 (891) 1,874
Other iNterest-earning ASSELS ...........cceveevreereerrrereessrseseesesessesssessesssseneessesenens 49 - 49
Total interest-earning assets 16,664 (1,067) 15,577
Investments in @qUItY SECUTILIES ........cceeervirueruiriereieiinieeereeeeeeieee et 38 (45) )
Total earning assets 16,682 (1,112) 15,570

IFRS

For the year ended 2009/2008

Increase (decrease) due to changes in

Volume Rate Net change
Interest and Similar Expenses (in millions of R$)
Interest-bearing liabilities
Deposits from central bank ..........cccoeceeverieiiniiiiiniieeeneeeeee e 29 - 29
Due to credit entities 5 (456) (451)
CUSLOMET AEPOSILS .....evvirinienreiieiieiertieteeetet ettt 6.382 (2.364) 4.018
Marketable debt SECUTTLIES. .......c.ceeruirririeieieierereeee e 465 34 499
Subordinated debt .......c.ecieieriiiieiieiee e 495 (108) 387
Other interest-bearing Habilities...............coveverueververeeeeereeeeeeeeeees e 366 - 366
Total interest-bearing liabilities 7.742 (2,984) 4,848
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Interest and Similar Revenues

Interest-earning assets

Cash and due from central banks...........cccccevieviriiiiiiiniieieeeeees
Due from credit @NtitieS .....veeeeveeriieeieeeiiecie et se e seve e
Loans and CreditsS.......uiiuierciieeiieeeiiecieeeciee et sveeeveesreeeree e
DEDEt SECUITLIES ...vvveeeiieiiieeiieeieeeteeeeeetee e et e e teeeeeeeereeseeesaeesneenes
Other interest-earning assetS.........covereeueriereereenierieneeneeeeeeeseenieens
Total interest-earning assets
Investments in €qUIty SECUITHIES . ......eeverrierieieeiesie s

Total earning assets

Interest and Similar Expenses
Interest-bearing liabilities

IFRS

2008/2007
Increase (decrease) due to changes in
Volume Rate Net change

(in millions of RS)

403 (26) 377
848 269 1,117
7,182 1,067 8,249
437 724 1,161
(334) - (334)
8,536 2,034 10,570
(13) 14 1
8,523 2,048 10,571
IFRS
2008/2007
Increase (decrease) due to changes in
Volume Rate Net change

(in millions of RS)

Due t0 credit @NTIHIES. ....oovevvereerieerceiiee ettt 246 22 268
CUStOMET AEPOSIES ...eeuveenvieniieiieiieeiie et iet ettt e e saeens 3,700 737 4,437
Marketable debt SECUIIIES ....ccveerevierieeriierieeeie e eeve e eeee e esene e 362 (90) 272
Subordinated debt...........coviiiiiiiiie 197 41 238
Other interest-bearing Habilities .............ccco.oooevevereveiceeeeceieeeceeeeeean 112 - 112
Total interest-bearing liabilities 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 periods
indicated. You should read this table and the footnotes thereto in light of our observations noted in
“—Average Balance Sheet and Interest Rates.”

IFRS
For the years ended December 31,

2009 2008 2007

(in millions of RS, except percentages)
AVETrage CarninNg ASSCLS .......ceverreerreerreerrerverresseessesssesssesseesseesseesseessenns 229,495 133,718 86,811
Interest and dividends on equity securitieS(1) ......cccceeverevereverreerrennnnne. 39,373 23,805 13,233
Net INLETESt INCOME.......uvveeeeeeieeeieeee et e e e e e e e e e e eeaaeeeeeaeeeas 22,167 11,438 6,195
GIOSS VICIA(2) eeouieiiieeiieieeit ettt 17.2% 17.8% 15.2%
NEt YIELA(3) ceveriieriieiieie et 9.7% 8.6% 7.2%
Yield SPIead(4) ....cecueeneieiieiieieeiieetettete ettt 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.
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Return on Equity and Assets

The following tables present our selected financial ratios for the periods indicated.

IFRS
For the years ended December 31,
2009 2008 2007

ROA: Return on average total assets ........ccocvveveveeereereenieenieeieeienieens 1.8% 1.5% 1.9%
ROE: Return on average shareholders’ equity........ccccocceeeeeeeriencnnenn 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).
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............ccoevvviiveiiiiiiiieiieeeeeeee e 8.1% 14.6% 18.8%
Due from credit €NtItIES ......oeeevveieeeereieeeieee et 14.1% 13.3% 10.5%
L0ans and CreditS.........oiivuvieiiiiiieieeeeeeeeee et 57.2% 54.9% 47.8%
DIEDE SECULTLIES «. vttt et et eeeeeee e e e eeeeeeeeeeneeeeeeeens 20.6% 17.2% 22.9%
Total interest-earning assets 100.0% 100.0% 100.0%

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
As of December 31,
2009 2008 2007

(in millions of R$)
TIME AEPOSILS .veeuveeneerieeeiieeiiett ettt ettt sreesaeese e e 9,945 10,703 1,861
Reverse repurchase agreements............ocveeverveerierieieeneeneeeee e 6,160 4,583 739
ESCIOW d@POSIES ....eeueeiieiiieiieit ettt 6,192 6,201 2,629
Foreign currency inVeStmMents...........ceevueeueeierieneenieeieeee e sieeneeeeens 3,493 10,689 679
OthET ACCOUNTS ...ttt s et eaeaeea 412 1,563 1,377
Total 26,202 33,739 7,285

Investment Securities

At December 31, 2009, the book value of the investment securities 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 discussion of how the investment securities are valuated, see notes 6
and 7 to the financial statements.
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The following tables analyze the maturities and weighted average yields of our debt investment securities
(before impairment allowances) 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.

IFRS
At December 31,
2009 2008 2007

(in millions of R$)
Debt securities
Brazilian government SECUIIIES ..........cccvereerrrereeereeeienienieeieeeeeaenenens 54,581 37,493 14,338
Other dOMESTIC ISSUETS.....eeiiiieiieeeieieeeeeeeeieeeeee e eeeee e e e e e eenarereeeeeeans 2,960 2,132 1,092
Total domestic 57,541 39,625 15,430
Less-allowance for credit LOSSES ...........ovvevveeueeeeeeeeeeeeeeeseeeeseeenens (30) (29) (14)
Total debt securities 57,511 39,596 15,416
Equity securities
EQUILY SECUITLIES ...vevivieeieiieiieieie ettt 17,992 1,923 2,959
Less-price fluctuation allowance .............ccceeeeeriereninencnieieeeseee - - -
Total equity securities 17,992 1,923 2,959
Total investment securities 75,503 41,520 18,374

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 aggregated
values near 83.7% of the stockholders’ equity.

The following table analyzes the maturities and weighted average yields of our debt investments
securities (before impairment allowance 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, 2009
Maturing Maturing Maturing
Maturing between 1 between 5 after Average
within 1 year and Syears and 10 years 10 years Total Yield
(in millions of RS)

Debt Securities
Brazilian government .............cccceeu... 15,781 32,442 2,443 3,915 54,581  10.9%
Other domestic iSSUETS.............coovnn..... 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 customers 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.

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 processes 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 Management” for details on our credit
approval policies for retail and wholesale lending.
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We have a diversified loan portfolio with no specific concentration exceeding 10% of total loans.

IFRS
At December 31,
2009 2008 2007

(in millions of R$)
Commercial, financial and industrial(1).........ccceeveeiirvieniieneeieeeenen, 69,301 76,407 32,879
Real estate-construction(2) .......cc.eecveeveeeeieeseeneenreereeve e see e seeennes 3,828 2,469 301
Real estate-mortgage(3)......cceveerueeriieriieieiieeeeereeere e 5,226 4,472 1,692
Installment loans to individuals(4) ........cccecvevievieeciiecieeierieie e, 47,037 46,857 16,178
Lease fInancing(5) .....ccevcveriereeriieie e sttt eve e sraese e eaessneseees 13,002 12,444 402
Total loans and leases, gross(6) 138,394 142,649 51,452
Allowance for possible 10an 10SSES...............ocvvvevereeeeeieereeeereenen. (10,070) (3,181) (2,249)
Loans and leases, net of allowances 128,324 134,468 49,203

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 customers 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 equipment 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.

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.

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%.

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.

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.

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.
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Brazilian GAAP

At December 31,
2006 2005

(in millions of RS)
Commercial, financial and industrial..............cccoeeiiiiieeiiieiiieeee e 23,571 18,186
REAL ESTALC.....vvieviieiieeiee ettt ettt e be et e b e e etbe e stbeeeteeestaeeaeeeraeenaeas 1,232 1,009
Installment loans to INAIVIAUALS ...........ccceeiiiiviiiiiiiic e 12,303 9,297
Lease fINANCING. .....ccueeiieieeie ettt ettt ettt st esseeseeseeneesneesneeseenes 403 490
Total loans and leases, gross(1) 37,509 28,982
Allowance for possible 10an 10SSES...............cvvewiveuieereeeeeeeeeeeeee e (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.

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.

IFRS
Maturity
Less than one year One to five years Over five years Total
% of % of % of % of
Balance Total Balance Total Balance Total Balance Total

(in millions of RS, except percentages)
Commercial, financial

and industrial ...........cccoevveevienennen. 41,298 56.2% 26,125 439% 1,879  35.1% 69,302 50.1%
Real estate........cccoevvevveeeeereeneennne. 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..............c.cccoeue..... 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%

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.

Fixed and variable rate
loans having a maturity
of more than one year
(in millions of RS)

FIXE@A TALE ... e e e e e et e e 45,080
VATTADLE TALE ..ottt ettt ettt e et e e e e e eeeeeaeeeeeseeae et et eeeeeaeseeeae st et eeeeeane 19,826
Total 64,906
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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
As of December 31,
2009 2008 2007
% of Total % of Total % of Total
Balance Assets Balance Assets Balance Assets
(in millions of RS, except percentages)

OECD countries(1)
AUSIIA .o 571 0.2% 4,937 1.7% — 0.0%
SPAIN...coiiiiiiieeee e 1,289 0.4% 3,734 1.3% 1,630 1.5%
United States........ccceevveveevieecrereeneeneenen. 2,383 0.8% 1,288 0.4% 273 0.3%
Other OECD countries(2).......ccccceveeneenee 673 0.2% 1,495 0.5% 577 0.5%
Total OECD......ccceviieeiieeiieeiie e 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.........cccceeveeeveeeeeeenreereennens 3,615 1.1% - 0.0% - 0.0%
OMHEI(2) oo 258 0.0% 2182 0% _ 388  04%
Total non-OECD .....c.coooveviveieiiieiiiane. 3,952 1.2% 2,329 0.8% 652 0.60%
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.

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.

IFRS
Banks and
Other Commercial
Financial and
Government Institutions Industrial Other Loans Total
(in millions of RS)
2007
SPAIN...eveececeeeeeeeeeeee e - 1,625 5 - 1,630
Total - 1,625 5 - 1,630
2008
AUSHA oo 401 — 4,536 - 4,937
SPAIN ...t - 3,730 4 - 3,734
Total 401 3,730 4,540 - 8,671
2009
United States......ccovvevveeeeieieeeeiieee e - 2,239 - 144 2,383
IThas Cayman...........cccocouevreeueereererennnnn. 496 - 3,075 44 3,615
Total 496 2,239 3,075 188 5,998
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Movements in Allowances for Credit Losses

The following tables analyze movements in our allowances for credit losses for the periods indicated. For
further discussion of movements in the allowances for credit losses, see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Results of Operations for the Year Ended
December 31, 2009 Compared to the Year Ended 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,
2009 2008 2007
(in millions of RS)
Balance beginning of period ...........coceveevirieniinieiiiniiieneeeeeeeeen 8,181 2,249 2,170
AcqUITed COMPANIES.....c.eeruieiiriieiiieeieeieeie ettt et - 4,717 -
Net addItIONS ..ot 10,520 4,534 2,474
Charge OffS.....ccueoueieiiiie e (8,631) (3,319) (2,395)
Balance end of period 10,070 8,181 2,249

Brazilian GAAP

Year Ended December 31,
2006 2005
(in millions of RS)

Balance beginning of Period ...........ccoceiiiireiriiiiee e 1,197 916
B[S BT [a TS Te) o TSROSO 1,522 817
CRATEE OFFS ..ottt ettt ettt et st eas (1,097) (539)
ORET ..ttt sttt b ettt et b et e st e et e bt et n b e bt ent e teeatebeenes - 3
Balance end of period 1,622 1,197

The tables below show a breakdown of recoveries, net provisions and charge-offs against credit loss
allowance by type and domicile of borrower for the periods indicated.

IFRS
For the year ended December 31,
2009 2008 2007
(in millions of R$)
Recoveries of loans previously charged off(1) 537 430 294
Commercial, financial and industrial ...........cccccovvviiiiiiiiiiiieeeeee, 42 144 101
Real estate — MOTtZAGE ...c..eevieuieierieiieriieierieetee et 58 29 11
Installment loans to individuals.... 420 246 163
LeaSe fINANCE .....veeviiiiieiieciie ettt e 17 11 19
Acquired companies - 4,717 -
Commercial, financial and industrial ............ccccoooviiiiviiiiiiiieceeeee, - 1,988 -
Real estate — mortgage ..........cccvevveneene - 48 -
Installment loans to individuals.... - 2,610 -
LaSe fINANCE ...c.veevveeiieiieieciieieeeete ettt be e sreeeeas - 71 -
Net provisions for credit losses(1) 10,521 4,533 2,474
Commercial, financial and industrial .............cccoooiiiiiiiiiiiiie e, 3,072 1,452 261
Real estate — mortgage...........c..ccceueuee 28 26 6
Installment loans to individuals.... 7,198 2,951 2,180
LeaSe fINANCE ...cvevveeeieiieiieieieeteie ettt e ees 223 104 27
Charge-offs against credit loss allowance (8,631) 3,319) (2,395)
Commercial, financial and industrial ...........cccceeveevievieneecieneeieieeeenne. (3,073) (739) (310)
Real estate — mortgage 3 (13) 7
Installment loans to individuals............ccceeviieciieniieeiiecieeeee e (5,377) (2,513) (2,028)
Lease fINANnCE .......cceeieriirieiiiieieseee et (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,
2006 2005
(in millions of RS)

Recoveries of loans previously charged off. 355 210
Commercial, financial and industrial............cc.ooovvviiiiiiiiieceeeee e 147 74
Real eState-MOrtZAZE .....ccvvevvierieiieeieeiesie ettt sttt re e re e esaaesreesaeas 15 9
Installment loans to iNAiVIAUALS.........c.ccceevierierieieeie e 175 111
LeaSE fINANCE ... .ccuieiieiiiiieiecieecee ettt ettt sraesaeebe e b e enbeesaessaeneas 18 16
Acquired companies - -
Commercial, financial and industrial.............c...cooovviiiiiiiiieiiiecceeec e — -
Real eState-MOTtZAZE .....cc.eevvieiieiieiieeiieiteie ettt ettt eenaesseenneas - -
Installment loans to individuals...........ccceeeiieiiieiii e - -
LeaSE FINANCE ....cuiieiiieiii ettt ettt e et e e teeetbeetaeestbeessaeessaeensaeenes - -
Net provisions for credit losses 1,522 817
Commercial, financial and industrial..............ccoooveiiiiiiiii e 376 162
Real estate-MOTrtZAZE .....cc.eevuieiieiieiieciet et 13 5)
Installment loans to INAIVIAUALIS ...........ooiviiiiiiiiiiieee e 1,087 635
LeaSE fINANCE ... .ccueeiiiiiciicieciecteete ettt ae b e e e eaaesreeaeas 46 25
Charge offs against credit loss allowance (1,098) (538)
Commercial, financial and industrial............c.cccoevieriiriiniiieieee e (227) (145)
Real eState-MOTTZAZE ....ccvveveeieiieeieeiieie ettt be e sae s e sreesseenseesseensesseens (13) 7
Installment loans to iNdiVIdUALS ...........ccceevvieiieiirieieieee e (833) (362)
LeaSE fINANCE .....ccuieiieiiiieciecieete ettt aeeaeesaesseesseeseenseensens (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,
% of total % of total % of total
2009 loans 2008 loans 2007 loans
(in millions of RS, except percentages)
Borrowers
Commercial and industrial .................... 3,386 52.8% 3,387 55.3% 686 64.5%
Mortgage 10ans........cceeeveeeveenveerereennnenn 90 3.8% 94 3.1% 33 3.3%
Installment loans to individuals............. 6,336 34.0% 4,515 32.9% 1,467 31.4%
Lease financing..............occcoceeeveeveennnnn. 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,
% of total % of total
2006 loans 2005 loans
(in millions of RS, except percentages)
Borrowers
Commercial and industrial ............cc.cooovviiivineeicneen, 432 62.9% 282 62.8%
Mortgage L0ans.........cccueveereeriieniieieeie e 20 3.3% 20 3.5%
Installment loans to individuals............cc....coceeeeeenn.n. 1,102 32.8% 848 32.0%
Lease financing..........ccceeevevveniieneeneenienieeeeee e 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.

IFRS
At December 31,

2009 2008 2007

(in millions of RS, except percentages)
Non-performing assets

Past-due and other non-performing assets(1) ..........cccoeee.e. 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%

(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.

Brazilian GAAP

As of December 31,

2006 2005

(in millions of RS)
Non-performing assets

Past-due and other non-performing assets..........cocceeevereereeneeseenienieeeeeee s 1,796 1,225
Non-performing loans as a percentage of total 10ans ........c..cccceceecveveienencncnnne 4.8% 4.2%
Net loan charge-offs as a percentage of total 10ans ...........cceeceevvereereecencienenne. 2.9% 1.9%

Evolution of Impaired Assets

The following tables show the movement in our impaired assets (excluding country risk).

IFRS
At December 31,
2009 2008 2007

(in millions of RS)
Opening balance ..........ccecvvevieieiienieieie e 7,730 2,093 2,010
NEt AddItIONS. .. ..viiiieiiiiicieee et e e eeenes 10,800 5,035 2,478
WITEEOTES oottt (8,631) (3,319) (2,395)
Increase in scope of consolidation...........ceceveereeneeienieencenenne. - 3,921 -
Closing balance 9,899 7,730 2,093

Brazilian GAAP

As of December 31,

2006 2005
(in millions of RS)
Opening BalancCe ...........ooviiiiiieieeee e 1,225 951
DA A T Ta T o) o TSP 1,668 813
WIIEEOTES .t (1,097) (539)
Closing balance 1,796 1,225

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 financial 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.
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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 evolution of net provision for credit losses expenses on that period and on the first quarter of 2009.

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-performing 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,

2009 2008 2007

(in millions of RS)
Impaired assets

Commercial, financial and industrial ............ccccceeeeviiieeiieeeiieeeenne. 3,618 2,730 502
Real estate — MOTTZAZE ...ecvvevierereieieeieieeeie e sie e eee e eeeeees 109 74 23
Installment loans to individuals ...........ccoevieevieieeiiiiceiee e 5,335 4,528 1,558
Lease fINANCING ........ooivivivieieieieieieieieieieeeeseeeeeesees s 837 398 10
Total 9,899 7,730 2,093
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.

IFRS
At December 31,
2009 2008 2007
(in millions of RS, except percentages)

Computable credit TiISK(1) ...ocvevveriieieieieeiee e 159,362 164,695 64,558
NON-Performing aSSELS ........cceerueriereerierienieeieseeneeee e eeesieeeeee 9,899 7,730 2,093
Allowances for credit 10SSES ........oevveeevieiiieciiieieeeie e 10,070 8,181 2,249
Ratios

Non-performing assets to computable credit risk..........cccoeceverennenne. 6.2% 4.7% 3.2%
COVErage ratio(2) ..eeeveereereerieeiesieeie ettt ettt 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.

Brazilian GAAP
At December 31,
2006 2005

(in millions of RS)
Computable credit TISK(1) ...oovieiiiieieeieeieie ettt ae e ens 37,509 28,982
NON-PEITOIMING ASSELS ....eeuvieiretieiieiierteeie ettt ettt sttt et et et saeenbe et e saeenaeas 1,796 1,225
AlloWances fOr CIEAIt JOSSES ...uvviiiirriiiiriieietiieeeeeee ettt eaa e eaaee e 1,622 1,197
Ratios
Non-performing assets to computable credit riSK..........coevverererenenenienieieieieeee 4.8% 4.2%
COVEIALE TALIO(2) 1.vveveetieieitienteete ettt ettt et ettt et e e she et et e sae et e eatesbeebesanesbeenseeas 90.3% 97.7%

(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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Foreclosed Assets

The following tables show the movements in our foreclosed assets at the dates indicated.

IFRS
As of December 31,
2009 2008 2007
(in millions of RS, except percentages)
Opening balance..........cocevererereeieienieneneseeeecceeee s 291 193 207
FOT@CLOSUIES......eeuvieiiieiieeie ettt 229 167 73
SALES .eeeiieieeee et (183) (166) (87)
Acquired COMPANIES ......eevieieeieeiieriiesiienteeree e eee et eeee e neeeeeens 19 97 -
Gross foreclosed aSSELS......cuvirvirriierireeriierieeeieecreesre e 356 291 193
Allowances established ...........ccccceeeiiiieiieiiienieceeeeee e, (184) (178) (161)
Allowance as a percentage of foreclosed assets .........c..ccceenenee. 51.7% 61.2% 83.4%
Closing balance (net) 172 113 32
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.

IFRS

At December 31,

2009 2008 2007

(in millions of RS)
Deposits from central banks and credit institutions

TIME AEPOSIES ...ttt 20,838 26,721 11,949
Other demand acCOUNtS .........c.ocoeviieeiiiicieeiee e 195 66 61
Repurchase agreements .............ccoveeeveveeeeeiireeeeeeeeeseseseseenenseas 164 31 6,834
Total 21,197 26,818 18,844
Customer deposits
CUITENT ACCOUNTS ...vvveieeieiiiiiieeeeeeeeeiteeeeeeeeeeeiree e e e e eeearaereeeeeeenns 15,140 15,298 6,588
SAVINGS ACCOUNTS......veeuvieerierieriieteereereseesteesteeseeaeeseesreesseeneens 25,216 20,643 6,288
Other demand depOoSits .......ccveeveevirierieriieie e - - 26
TIME AEPOSILS...cuvierieerierieeiieieeie ettt s seeesae e ens 74,634 88,880 26,028
Repurchase agreements ............ccecvvevveeieiieieeneenieeie e 34,450 30,674 16,281
Total 149,440 155,495 55,211
Total deposits 170,637 182,313 74,055

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.

IFRS
As of December 31, 2009
Domestic International
(in millions of RS)
UNder 3 MONTAS .....ccuviiiiieciecee ettt veeeab e b e e sabeesaveeeaeeeas 7,876 2,435
RO I G370 ) 111 o USSR 7,011 -
610 12 MONTNS ..eeeniiieiieeie et re et e e e e eaeeeee s 10,359 -
OVET 12 MONNS ...ttt s s aneens 20,013 2
Total 45,259 2,437
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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.

Securities sold under agreements

to repurchase (principally Brazilian
government securities)
At December, 31.......ccocvvvivvveeiinenennn,
Average during the period....................
Maximum month-end balance...............
Total short-term

borrowings at year end.........cceeueeene.

As of December 31,

2009 2008 2007

Average Average Average

Amount Rate Amount Rate Amount Rate
(in millions of reais, except percentages)

34,614 9.9% 30,706 13.6% 23,115 11.2%
32,493 11.5% 19,639 12.0% 21,567 11.0%
37,214 31,058 25,748
34,614 30,706 23,115
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

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 and
Operating Data” included elsewhere in this information memorandum. 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, including, among others, those mentioned in the sections
“Forward-Looking Statements” and “Risk Factors”, and other factors discussed elsewhere in this information
memorandum. 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, included in this information
memorandum have been prepared in accordance 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 consolidation of Banco Real as from August 30, 2008. See “—Acquisition of Banco Real”.

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$69.2 billion. Our
Basel capital adequacy ratio (excluding 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 corporations (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 recessions and increasing unemployment in the world’s leading economies, 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 experienced 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.
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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.

To date, the principal effects of the crisis on our business have been the following:

e 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;

e An increase in the cost of domestic funding resulting mainly from the unavailability of external
funding; and

e 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 liquidity 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 consolidated financial statements, Banco ABN
AMRO Real S.A. and ABN AMRO Brasil Dois Participagdes S.A. became our wholly-owned subsidiaries
pursuant to a share exchange transaction (incorporacdo de acdes) approved by the shareholders of Santander
Brasil, Banco ABN AMRO Real S.A. and ABN AMRO Brasil Dois Participagdes 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, management 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 “Unaudited Pro Forma Consolidated Financial Information.”
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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 financial 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. 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 contributed by Banco Real.

For the year ended December 31, 2008
As reported less

Banco Real Banco Real As reported
(in millions of RS)

Interest and similar INCOME .......c.oevvveivviiiiieiiieeeiiieeeee. 14,694 9,074 23,768
Interest expense and similar charges ..........cc.ccoceeveeenee. (8,023) (4,307) (12,330)
Net INTEreSt INCOME......c.oevieriieieeeeeeiiieeeeeeeeeeeeeeeee e e e 6,671 4,767 11,438
Income from equity InStrumMents..........coceveevvervecrennencnn 35 2 37
Share of results of entities accounted for using the

equity Method ........ccoviiiiiiieeeeee e 6 106 112
Fee and commission iNCOME. ........ccueeeeevveeeieueeeeeiieeeeenns 3,801 1,008 4,809
Fee and commission eXPense ..........ccvevveevereerveenennennnns (334) (221) (555)
Gains/losses on financial assets and liabilities (net) ....... 333 (1,620) (1,286)
Exchange differences (N€t)........ccoecvvevverveneenieerieeiesnee 300 1,176 1,476
Other operating income (EXPEnses) .......cceeverreerverrvernennes (92) 32 (60)
Total INCOME.....ccuvieiiieciieeiie ettt e 10,720 5,251 15,971
AdmInistrative EXPenses.........cveeeververeerreerrerreeseeseeneeenns (4,656) (2,529) (7,185)
Depreciation and amortization............ceceeeveeeereenenneennee. (656) (190) (846)
Provisions (N€t)........cceeeveeriieriieeniieseeeniee e esiee e eveeens (1,113) (117) (1,230)
Impairment losses on financial assets (net): .................... (2,864) (1,236) (4,100)
Impairment losses on other assets (net)..........ccccecueneenee. “) (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.........ooovvvveiiiiviieeieeeeee e 25 (16) 9
Profit before tax........ccvveveveeiieiieeeeeeeeeeee e 1,458 1,091 2,549
TNCOME TAX ..o (217) 47 (170)
Net income 1,241 1,138 2,379

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”.
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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.

Year ended December 31,

2009 2008 2007
GDP ZEOWH(1) corrrreeere e eeeeee oo eeeeeseee oo (0.20)% 5.1% 5.4%
(01 5 7 17T (7 TSRS 9.88% 12.28% 11.91%
TILP(3) ettt sttt et e st esabeenaee s 6.00% 6.25% 6.37%
SELIC TAE(4) ..eveeveeieeieieesieett et etesteesteesseessesaeseaesseessesssessnesseeseensenns 8.75% 13.75% 11.25%
Increase (decrease) in real value against the U.S. dollar........................ 34.20% (24.2%) 17.2%
Selling exchange rate (at period end) R$ per U.S.$1.00........cccccoveueneee. R$1.741 R$2.337 R$1.771
Average exchange rate RS per U.S.$1.00(5) ...c.evrvrueiriveiieeinreees R$2.00 R$1.838 R$1.786
TOF1AHON (IGP-M)(6)- e eeoeeeeeeeee e ees e seseeeeeeeeee e (1.70)% 9.8% 7.7%
TNFIAON (TPCA)(T)ovvvvveeeeereerereeeeeeeeeeeeeeeeeeeeeeeeesesessesseeseesssssseeseenes 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 Deposito Interbancario, 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 Liquidagdo e Custodia).

(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 (Indice Geral de Precos-Mercado, or “IGP-M”),
as calculated by FGV.

(7) The inflation rate is the consumer price index (/ndice de Precos ao Consumidor — Amplo, or “IPCA”), as
calculated by the IBGE.

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 predominantly 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 period.

Year Low High Average(1) Period-End
2005 i 17.75 19.75 19.15 18.00
2006 ... 13.25 18.00 15.10 13.25
2007 i 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

(1) Average of month-end rates during the period.
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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 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.

Average 2001-2005 2006 2007 2008 2009
Total volume of creditS.........coovevvvvveeiieviineieeeeeeenne 15.9% 20.7% 27.8% 31.1% 15.0%
TO CONSUMETS ....ooovvvviiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 20.2% 24.5%  32.6% 25.7% 22.7%
TO COrPOTALES ... 13.8% 18.5%  249% 345% 10.5%

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”. In 2008, we recorded foreign exchange gains of R$1.5 billion due to our long position in U.S.
dollar-denominated assets and the depreciation of the rea/ against the U.S. dollar. This gain was offset in large
part by corresponding losses 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 investment
in the second half of the year.

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.
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Reserve and Lending Requirements

The Central Bank’s reserve and lending requirements have a significant 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 liquidity 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). 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;

decreasing the rate applied to calculate the Central Bank’s additional reserve requirement for demand
and time deposits from 8% to 4%;

decreasing the rate of the Central Bank’s reserve requirement for demand deposits from 45% to 42%;

increasing the amount deductible from legal reserve requirements for time deposits from
R$300 million to R$2 billion;

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

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 requirements to which we are subject for each

category of funding.

Product December 31,2009  Form of Required Reserve Yield
Demand deposits

Rural credit 10anS(1)......ceoeveeeienenienenieienene 30% 6.75% p.a.
Microcredit loans(2).... 2% Cap rate: 2% p.m.
Reserve requirements................... 42% Cash Zero

Additional reserve requirements ...................... 5% Government Bonds Overnight Rate
Free funding(3) ...ocovevveeeevienieieceieeeieie s 21%

Savings accounts

Mortgage 10ans........cceeeeverieeieneseeiesieieiene 65% Cap of TR + 12% p.a.
Reserve requirements..........c.coeeeeeereereerennenenens 20% Cash TR +6.17% p.a.
Additional reserve requirements 10% Government Bonds Overnight Rate
Free funding(3) .....ccocevevvevciieinincncicceene 5%

Time deposits

Reserve requirements.........c..cceceeverververeennennes 13.5%

In cash or credit(4) ....c..coevveeeveninencicincneee 7.425% Cash or Credit Zero for Cash

In government bonds..........ccceeeeeerieniiecieniennnne 6.075% Government Bonds Overnight Rate
Additional reserve requirements 4% Government Bonds Overnight Rate
Free funding(3) ....ooeveveneneneiineeeeecen 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 derivatives. 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 transaction. 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¢do Provisoria sobre
Movimentagoes 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 withholding 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 Solugdes e Servigos (CBSS),
TecBan, Serasa S.A. and BM&FBovespa; 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 reflected under gains and losses on
financial assets. Under Brazilian income tax rules, the gain resulting from the impact of a devaluation 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 derivative 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 transactions will continue to
result in variations in our effective tax rate.
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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 “—Ceritical Accounting
Policies—Impairment”. For tax purposes, goodwill is amortized over a seven year period.

Critical Accounting Policies
General

Our principal accounting policies are described in note 2 to our consolidated audited financial statements
included elsewhere in this information memorandum. The following discussion 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 operations.

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
knowledgeable, 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 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.

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:

e 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.
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e 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.

e FEach 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.

e  We use 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). 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 determining the underlying cost of
credit for credit risk derivatives are quoted credit spreads, and the correlation between individual
issuers’ quoted credit derivatives.

e 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 financial instruments, yield curves, contract terms, observable
market 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 additional 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, considering 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 parameters 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

LEINT3

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 calculation is the current exposure, as
reported in the balance sheet.
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Probability of default, or “PD”, is the probability of the counterparty 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 associated 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 portfolios (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 impairment 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.

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 qualitative 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.
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Retirement Benefit Obligations

The Bank provides pension plans in the form of both defined contribution 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 assumptions; the principal ones are set forth below:
e assumed interest rates;

e mortality tables;

e annual social security pension revision rate;

e price inflation;

e annual salary growth rate, and

e 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 commercial 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 derivatives, 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.

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..........cevvevveruennenne
Income from equity instruments.........
Net fees and commissions..................
Share of results of entities accounted

for using the equity method. ...........
Gains/losses on financial

assets and liabilities (net) ...............
Exchange differences (net).................
Other operating income (expenses)....
Gross income
Administrative eXpenses ....................
Depreciation and amortization ...........
Provisions (net) .......cccceveeveereeienennne.
Impairment losses on

financial assets (net) .........cccceeeenee.
Impairment losses on

other assets (Net).......ccceereeveereennene
Gains/losses on disposal of assets

not classified as non-current

assets held for sale.........cccceceenenen.
Gains/losses on disposal of

non-current assets held for sale.......
Profit before tax

Net income

Summary

For the year ended December 31,

2008 % Change
2009 (pro forma) 2008 % Change  (pro forma) Change 2008
(in millions of RS)
22,167 19,231 11,438 94% 15% 2,936 10,729
30 39 37 (19%) (23%) ) (7)
6,238 5,866 4,254 47% 6% 372 1,984
295 305 112 163% (3%) (10) 183
2,716 (484)  (1,286) na n.a 3,200 4,002
(51) 1,261 1,476 n.a n.a (1312)
(115) (75) (60) 94% 55% (41) (56)
31,280 26,143 15,971 96% 20% 5,136
(10,947)  (11,532)  (7,185) 52% (5%) 585 (3,762)
(1,249) (1,236) (846) 48% 1% (13) (403)
(3,481) (1,702)  (1,230) 183% 105% (1,779)  (2,251)
(9,966) (6,570)  (4,100) 143% 52% (3,397)  (5,868)
(901) (85) (77) n.a n.a (816) (824)
3,369 32 7 n.a n.a 3,337 3,362
32 22 9 269% 55% 12 25
8,137 5,072 2,549 219% 60% 3,065 5,588
(2,629) (1,159) (170) n.a 127% (1,470)  (2,459)
5,508 3,913 2,379 132% 41% 1,595 3,129

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:

e 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;

e 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;

e A RS$3.4 billion increase in credit impairment losses driven by deteriorating economic conditions; and

e Increased gains on financial assets in 2009.

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.
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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
(i1) 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 insurance and capitalization and a R$166 million
increase in commissions on credit and debit cards.

The following table reflects the breakdown of net fee and commission income for the year ended
December 31, 2009 and 2008 (on a pro forma basis).

Year ended December 31,

December 2009 December 2008 % Change
(in millions of RS)
Banking fees ......cceevuieiiriiiiiieeeee e 2,458 2,376 3%
RECEIVING SEIVICES ..veovvieiiiieiieiieie et 502 442 14%
Sale Of INSULANCE .....ooovvviiiiiiii e 1,042 844 23%
Investment funds ..........cceeeeiieiiiiicece e 737 830 (1D)%
Credit and debit cards..........cccveevivveecieriereeneee e 782 616 27%
Capital Markets..........cceeveeriereereeieeie e 539 413 31%
Trade fiNance.........ccvecvivierieiieniee e 384 397 3)%
TaX ON SEIVICES ..euvveurieniieiieriieeiiesieeieete e seeesaeeeeeae e e (350) (351) (0)%
OBRETS .ot 144 299 (52)%
Total 67238 59866 6%

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 Participagdes, R$110 million of which was due to the sale of Real Capitalizaggo 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 decreased 3%
compared to R$305 million in 2008.
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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 derivatives 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 investments 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 decreased 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 increased 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,

2008
2009 (pro forma)
(in millions of R$)
R F 1 By 1< 3,364 3,571
SOCIAL SECUTILY ....evviieieiiieiieie ettt te et e st este et eeaeseesaeesseesseesseessessaenseensesssessnas 971 944
BN ItS. ..ot ettt sreeeare e eareeeareeas 749 678
TLAININE .e.vvieeveeeieciieieeie ettt ettt et et e et eete et e e be e b e esbesseesseesseesseenseessesssenseenseensennsens 88 85
OBRETS .ttt ettt e et e e tb e e s tb e e tbeeetbeesaae e tbeesaseentbeeetbeetbeennneens 339 396
Total 5,511 5,674
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Provisions (Net)

Provisions principally include provisions for labor and tax contingencies, 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 financial 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,

2009 2008
(in millions of RS, except for percentages)

Computable credit riSK (1)....cceivveiierieriieiiciece e 159,362 164,695
NON-PErfOrming ASSELS........ceerueeeerieierterierieeteeeeiete e stesee sttt eeeneesee e 9,899 7,730
Allowances for non-performing assets..........c..cecevererereneneseneeieeenes 10,070 8,181
RALIOS .ttt ettt et be e beesaeeraesreenseenraens

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,
2009 2008
(in millions of RS)

Impaired Assets by type of customer

Commercial, financial and industrial............cccccoovviiiiiiiiieieeeeeee e 3,618 2,730
Real estate — MOTtZAZE. .....ccuvevveeiieiieieeiieieeie et sre e ssaesreens 109 74
Installment loans to INdividualS...........cccccoeevviiiieiieiiiieeeee e 5,335 4,528
Lease fINaNCING.......c.cccviiierieriieie ettt sreebeesbeesae e e sseenseens 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.
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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 increased 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.

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 reduction 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 amortization,
compared to R$418 million in 2008.
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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 statement data for each of our operating
segments for the year ended December 31, 2009 and 2008.

For the year ended December 31, 2009

Global Asset
Commercial % of Wholesale % of  Management % of
Banking Total Banking Total and Insurance Total Total
(millions of RS, except percentages)
(condensed income statement)
Net interest inCOme ..........cceceveruennene 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..........ccceoeeiininnne. 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 ............cocceeevenene (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
ASSELS (NET)..veeureeeeneereieierieeieieaes (9,884) 99.2% (83) 0.8% 0 0.0% (9,967)
Provisions (Net) .......c.cceevveevvencrennne (3,390) 97.4% (45) 1.3% (46) 1.3% (3,481)
Impairment losses on non-financial
ASSELS (NET)..veeureeeeeinrerieniereeiene (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........cc.ccceeuenene 4,894 60.1% 2,651 32.6% 592 73% 8,137
For the year ended December 31, 2008 (Pro Forma)
Global Asset
Commercial % of Wholesale % of Management % of
Pro Forma Banking Total Banking Total  and Insurance  Total Total
(millions of RS, except percentages)
(condensed income statement)
Net interest inCOMe ..........c.ceceveruennene 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 ........ccoooeveieieenne. 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...........ccecveeenn. 27) -3.4% 797 102.5% 7 0.9% 777
Other operating income/(expenses).... ®) 11.2% (66) 88.3% 0) 0.5% (75)
Personnel expenses ............cocceeerenene (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) 04%  (1,236)
Impairment losses on
financial assets (net)............cocceuen... (6,533) 99.4% 37) 0.6% 0 0.0%  (6,570)
Provisions (Net) .......c.cceevveeeeencrennne (1,631) 95.9% (38) 2.3% (32) 1.9% (1,702)
Impairment losses on non-financial
ASSELS (NEL) .ovveveeeeeeirierieieieieeiees (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
Profit (loss) before taX........cc.ccceeuenene 2,919 57.6% 1,835 36.2% 317 6.3% 5,072
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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.

Commercial Banking For the year ended December 31,

2009 2008 2008
(pro forma)
(in millions of R$)

Net interest iINCOME.........covvveevieveeeeiiieeeeeeeeeeieeeans 20,260 1,719 10,192
Income from equity instruments.............ccccceeeueenee. 30 39 37
Share of results of entities accounted

for using the equity method ...........ccccovvevreiennnnn. 295 305 112
Net fee and commission iNCOME.............cccveeeenne.... 4,970 4,866 3,602
Gains/losses on financial assets and

liabilities (Net).......ccoceverirererieieieiencscreeee 1,751 27 (358)
Other operating income (€Xpenses) ...........cvevveeneene (281) (®) (22)
Gross income 27,026 22,894 13,564
Personnel eXpenses..........cocceeveevieienieneenens (4,972) (4,998) (3,105)
Other administrative eXpenses..............cce.v..... (5,213) (5,621) (3,485)
Depreciation and amortization of

tangible and intangible assets...................... (1,176) (1,160) (798)
Provisions (Net)........cceceeeeeeieeeieieieeseeenes (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

Global Wholesale For the year ended December 31,
2009 2008 2008
(pro forma)
(in millions of RS)

Net interest INCOME.........eevveerveerieeriieeieeereeeneenns 1,767 1,440 1,214
Income from equity instruments.............cccceeveneen. 0 0 0
Share of results of entities accounted

for using the equity method ............ccoceeeieiennn. 0 0 0
Net fee and commission iNCOME...........cceereveerenenns 863 641 449
Gains/losses on financial assets

and liabilities (Net) ......cccveevveerieecireie e 859 797 541
Other operating income (€Xpenses) ........cc.cceeveeueenee (23) (66) (38)
Gross income 3,467 2,811 2,166
Personnel eXpenses........ccevverueerieeieieeseenieenneenenns 474) (623) (404)
Other administrative eXpenses..........oceeverveerveenenns (175) (207) (130)
Depreciation and amortization of

tangible and intangible assets............ccceeverieennen. (39) (72) (44)
Provisions (Net).........ccccvevveeveervereeneerreeieeeeneeeens (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 (10SS€S) ........cccceveevennnne. 0 0 0
Profit (loss) before tax 2,651 1,835 1,526
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Asset Management and Insurance For the year ended December 31,

2009 2008 2008

(pro forma)
(in millions of RS)

Net interest iNCOME.......cccevverererereeeeieieieneene e 140 72 33
Income from equity instruments............cccceerveennenne. 0 0 0
Share of results of entities accounted for

using the equity method..........ccoooevvivienieiienn, 0 0 0
Net fee and commission iNCOME..........cecvverververenenne 405 358 202
Gains/losses on financial assets

and liabilities (Net) .....cccevoverierierieiee e 54 7 7
Other operating income (€Xpenses) .........c.ceeevereeenee. 188 0) (0)
Gross income 787 437 242
Personnel eXpenses.......c.ccooeeveeneeneenieiienienceene (65) (53) (40)
Other administrative eXpenses.........cocevvereeeneeeeenne (48) 30) 22)
Depreciation and amortization of

tangible and intangible assets...........ccccceevveevennnnns (34) “4) “4)
Provisions (N€t)..........ccceevvereerieereeieeneesieeresneseeenes (46) (32) 31)
Impairment losses on financial assets (net) ............. 0 0 0
Impairment losses on other assets (net)................... ) 0) 0)
Other non-financial gains (10SS€S) .........ccccvrverenenne. 0 0 0
Profit (loss) before tax 592 317 145

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.

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
increased 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 Participagdes related to the sale of Real Capitalizagdo 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 accounted 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.
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Gains/(Losses) on Financial Assets and Liabilities

Gains (losses) on financial assets and liabilities (net) for the Commercial 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 increased 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 Santander 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 Commercial 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.

Provisions (Net)

Provisions principally include provisions for labor and tax contingences. 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.
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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
increased 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 Wholesale 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 Wholesale 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 principally 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 (incorporagdes de ag¢oes) 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.
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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 Insurance 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
management 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.

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 synergies 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.

Results of Operations for the Year Ended December 31, 2008 Compared to the Year Ended
December 31, 2007

As a consequence of our acquisition of Banco Real in August 2008, our results of operations for the years
ended December 31, 2007 and 2008 are not comparable. In order to analyze the organic developments in our
business we discuss certain full-year 2008 financial information excluding the results of Banco Real as from
January 1, 2008. For a complete presentation of this information, see “— Acquisition of Banco Real.”
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For the year ended December 31,

% Change
2008 (excluding (excluding
Banco Real) 2008 2007 % Change Banco Real)
(in millions of R$)
Net INterest INCOME........covvieeereeeeeeeeeeereeeeeeaeeeeeennens 6,671 11,438 6,195 84.6 7.7
Income from equity instruments............c.ceceevvveveennene, 35 37 36 2.8 (2.8)
Net fees and cOmMMISSIONS .......c..eeeevveeeeeineeeeeneeeennen. 3,467 4254 3,098 37.3 11.9
Share of results of entities accounted for
using the equity method..........cccoocvevveiinienieniees 6 112 6 n.m. —
Gains/losses on financial assets and liabilities (net)... 333 (1,287) 1,517 n.m. (78.0)
Exchange differences (net) ..........coeceeveeeineenieeneennene 300 1,476 382 286.4 (21.5)
Other operating income (EXpenses) .........ccccevveveeeneen. (92) (59) 133 n.m. (169.2)
Administrative eXpenses. .........cecereruerererereneeeenean. (4,656) (7,185) (4,460) 61.1 44
Depreciation and amortization.............cceceeeeeeeeneennnn. (656) (846) (580) 31.4 13.1
Provisions (NEt)......c..ceeeereeienierieneneneneseseeeeeeeeneen (1,113) (1,230) (1,196) 2.8 (6.9)
Impairment losses on financial assets (net): ............... (2,864) (4,100) (2,160) 89.9 32.6
Impairment losses on other assets (net)...................... 4) 77  (299) (74.2) (98.7)
Gains/losses on disposal of assets not classified as
non-current assets held for sale...........cccccerveneenen. 6 7 1 n.m. 500
Gains/losses on disposal of non-current
assets held for sale ..........ccoeoevieniiiiniineeee 25 9 14 (36) 78.6
Profit before taX.......ccceceeeeieeeciieiiiece e 1,458 2,549 2,687 5.1 (45.7)
INCOME TAX 1.vevieieiieieieee e (217) (170)  (784) (78.3) (72.3)
NEt INCOME ...t 1,241 2,379 1,903 25.0 (34.8)
Summary

Net income for the year ended December 31, 2008 was R$2.4 billion, a 25% or R$476 million increase from
R$1.9 billion in 2007. The 2008 increase was mainly due to the consolidation of the entities of Banco Real in our
financial statements. Excluding the effect of the acquisition of Banco Real, net income for the year ended
December 31, 2008 was R$1.2 billion, a 35% or R$662 million decrease from R$1.9 billion in 2007, mainly due to:

e growth in credit volumes and a resulting increase in revenues from lending operations, driven by
macro-economic growth in Brazil, although that growth has slowed beginning in the fourth quarter of 2008;

e an increase in income from fees for services, partially offset by limits on banking fees for checking
accounts and lending/leasing commissions imposed by the Central Bank starting in 2008;

e adecline in earnings from trading and proprietary investment activities due to adverse market conditions;

e an increase in credit impairment losses, particularly since the fourth quarter of 2008, driven by
deteriorating economic conditions; and

o revenues of R$693 million from the sale of investment securities in 2007, compared to R$88 million in 2008.
Net Interest Income

Santander Brasil’s net interest income was R$11.4 billion in 2008, an 85% or R$5.2 billion increase from
R$6.2 billion in 2007. Excluding the effect of the acquisition of Banco Real, Santander Brasil’s net interest
income was R$6.7 billion in 2008, an 8% or R$476 million increase from R$6.2 billion in 2007, mainly due
to growth in our lending activities, offset in part by a decrease in the average spreads of our credit assets.
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Average total earning assets were R$133.7 billion for the year ended December 31, 2008, a 54% or
R$46.9 billion increase from $86.8 billion in 2007. Excluding the effect of the acquisition of Banco Real,
average total earning assets were R$97.5 billion for the year ended December 31, 2008, a 12% or
R$10.7 billion increase from R$86.8 billion in 2007. The principal drivers of this increase were loans and
advances to credit institutions, the increase of which was funded with growth of time deposits in excess of
commercial lending opportunities. In addition, retail and corporate lending increased, offset in part by a
decline in consumer finance lending volumes. The increase in corporate lending was driven principally by
increased trade finance and was concentrated in the Global Wholesale Banking segment. The increase in retail
lending was driven principally by credit cards and overdrafts. The decline in consumer finance lending was
principally due to declining volumes of auto financing, reflecting declining consumer confidence in the face
of economic conditions, particularly in the fourth quarter of 2008.

The effect of this substantial growth in interest earning assets was offset in part by a 30 basis point
decline in the spread of the average yield earned on our interest earning credit assets over the average cost of
interbank funding. This spread is the way we evaluate the yield earned on our assets. The decline in this
spread reflects the change in mix resulting from the movements described above, which led to a greater
proportion of interest earning assets being comprised of relatively lower-yielding corporate loans. The effect
of this decline in spread was exacerbated by increased cost of funds, driven by the rapid growth in time
deposits, which increased as a proportion of total funding.

Average total interest bearing liabilities were R$109.4 billion for the year ended December 31, 2008, a 58%
or R$40.2 billion increase from R$69.2 billion in 2007. Excluding the effect of the acquisition of Banco Real,
average total interest bearing liabilities were R$80.4 billion for the year ended December 31, 2008, a 16% or
R$11.2 billion increase from R$69.2 billion in 2007. The principal driver of this increase was time deposits, the
average balance of which (excluding Banco Real) grew by 44% to R$35.1 billion. This growth resulted from a
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.

Net Fees and Commission Income

Net fees and commission income was R$4.3 billion in 2008, a 37% or R$1.2 billion increase from
R$3.1 billion in 2007. Excluding the effect of the acquisition of Banco Real, net fees and commission income
was R$3.5 billion in 2008, a 12% or approximately R$369 million increase from R$3.1 billion in 2007,
mainly due to a R$205 million increase in net commissions on the sale of insurance and a R$70 million
increase in our trade finance business. The growth in insurance sales commissions reflects an increased focus
on this line of business by management. The decline in banking fees other than overdraft fees reflects
restrictions on these fees imposed by our regulators during 2008.

The following table reflects the breakdown of net fee and commission income in 2008 and 2007,
excluding Banco Real.

For the Year Ended December 31,

2008 2007 % Change
(In millions of R$)
Banking feeS......ccvevirriiriiiiiiiieceere e 1,485 1,478 0.5
Sale Of INSULANCE ....oeiievieiieiieie e 652 447 45.9
Investment fUNdS .........oooooviiiiiiiiicec e 523 515 1.6
Credit and debit cards...........ooovveeieeiriiiicieeeeeeeeeee e 338 297 13.8
Capital MArKets.......c.eecverierieiieiierie e 243 257 (5.4)
Trade fINANCE ........oooivieiiiee e 176 106 66.0
TaAX ON SETVICES ..uviiiiieeiieiiieeieestee et e sreestreesbeesereestaeeareessaeensees (173) (154) 12.3
ORETS ettt en e 223 152 46.7
Total 3,467 3,098 11.9

Share of Results of Entities Accounted for Using the Equity Method
Share of results of entities accounted for using the equity method was R$112 million in 2008, a

R$106 million increase from R$6 million in 2007. Excluding the effect of the acquisition of Banco Real, share of
results of entities accounted for using the equity method was R$6 million in 2008, unchanged from 2007.
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Gains (Losses) on Financial Assets and Liabilities (Net)

Gains/losses on financial assets and liabilities (net) changed to a loss of R$1.3 billion in 2008 from a gain
of R$1.5 billion in 2007. Excluding the effect of the acquisition of Banco Real, gains/losses on financial
assets and liabilities (net) was a gain of R$334 million in 2008, a 78% decrease from a gain of R$1.5 billion
in 2007. This decline was largely driven by adverse market conditions and principally reflected the following
results: a R$854 million decline in treasury results (market making, trading and short-term proprietary
investing), a R$441 million decline in proceeds from the sale of long-term investments due to the
nonrecurrence in 2008 of gains realized upon the sale of part of our interests in BOVESPA and BM&F in
2007 and a R$650 million decline in other long-term positions associated with our balance sheet management.
These declines were offset in part by a R$383 million increase in earnings on the provision of derivatives to
customers, due to increased volumes in this line of business as demand grew for hedging products that allow
customers to control their exposure to volatile markets.

Exchange Differences (Net)

Exchange differences (net) was R$1.5 billion in 2008, a 286% increase from R$382 million in 2007.
Excluding the effect of the acquisition of Banco Real, exchange differences (net) was R$300 million in 2008,
a 22% decrease from R$382 million in 2007. These gains were largely offset by losses on derivative
transactions entered into to hedge our foreign currency exposure. Such losses are recorded under
“Gains/losses on financial assets and liabilities.”

Other Operating Income (Expenses)

Other operating income (expenses) declined from income of R$133 million in 2007 to expense of
R$60 million in 2008, or expense of R$92 million excluding Banco Real, principally reflecting the
elimination in May 2008 of fees related to certain loans due to new regulations by the Central Bank.

Administrative Expenses

Administrative expenses increased from R$4.5 billion in 2007 to R$7.2 billion in 2008, or expense of
R$4.7 billion excluding Banco Real, reflecting higher personnel expenses in line with historical trends of
salary increases tied to inflation and increases in other general expenses.

Personnel expenses

The following table sets forth personnel expenses for each of the periods indicated.

Year Ended December 31,

2008 2007
(in millions of $R)
Wages and SALATIES ........ccueeriieierieiieieeie ettt 2,253 1,483
SOCIAL SECUTLILY COSES ..euvriiietietieieeie ettt ettt ettt sttt et s esee e e 569 354
Additions to provisions for defined benefit pension plans ..........c.ccccceeveereeenne 45 38
Contributions to defined contribution pension funds ............ccoceveeriniinienenenenn. 33 4
Share-based payment COStS(1) .....c.eriririririeieierereee e 89 31
BONETILS. .ttt et 423 294
Other PersonnEel EXPENSES ............cveverueverereererereesereesessessesssesesesesesassesssesesessesnes 134 179
Total 3,548 2,384

(1) Granted typically to members of our board of directors and to our executive directors and officers.

Other general expenses

Other general expenses increased from R$2.1 billion in 2007 to R$3.6 billion in 2008, or expense of
R$2.3 billion excluding Banco Real, mainly due to expenses relating to expanding our credit card business
and improving our information systems platform and the effects of inflation on our contracts with providers,
many of which are indexed to inflation.
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Provisions (Net)

Provisions (net) was R$1.2 billion in 2008, unchanged from R$1.2 billion in 2007. Excluding the effect
of the acquisition of Banco Real, provisions (net) was R$1.1 billion in 2008. Provisions principally include
provisions for labor and tax contingencies.

Impairment Losses on Financial Assets (Net)

Impairment losses on financial assets (net) was R$4.1 billion in 2008, a 86% or R$1.9 billion increase
from R$2.2 billion in 2007. Excluding the effect of the acquisition of Banco Real, impairment losses (net)
was R$2.9 billion in 2008, a 33% or R$705 million increase from 2007, reflecting deteriorating credit quality
in nearly all our businesses (though primarily in small companies, individual lending and consumer finance
products) as a result of worsening economic conditions in Brazil.

Non-performing assets were R$7.7 billion at December 31, 2008, a 267% increase from R$2.1 billion at
December 31, 2007. Excluding the effect of the acquisition of Banco Real, non-performing assets were
R$3.0 billion at December 31, 2008, a 43% increase from R$2.1 billion at December 31, 2007.
Non-performing assets increased across all our businesses, although principally in retail banking and
consumer finance. Deteriorating economic conditions resulted in an accelerated increase in non-performing
assets in the third and fourth quarters of 2008. Non-performing assets grew by R$4.4 billion, or 204%, and
R$1.1 billion, or 17%, in the third and fourth quarter, respectively. Excluding Banco Real, non-performing
assets increased by R$424 million (20%) and R$438 million (17%) in those periods.

The following table shows the ratio of our impaired assets to total computable credit risk and our
coverage ratio on December 31, 2008 and 2007.

At December 31,
2008 2007
(in millions of RS, except
percentages)
Computable credit TISK(1).....cocuereriririnereeieiece e 164,695 64,558
NON-PErfOIMING ASSELS.....covervirrerieeiieientenientiete sttt ettt sttt teneenre e 7,730 2,093
Allowances for Credit LOSSES ......uvuiiiiuiieieeee e 8,181 2,249
Ratios

Non-performing assets to computable credit risK........ccccovevveeeevienerienencnennns 4.7% 3.2%
COVEIage TALIO(2) .. ueiuieeieiieieeieee ettt ettt ettt e st et ettt esee s et e b e steeneeeneeens 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 credit losses as a percentage of non-performing assets.

Our coverage ratio on December 31, 2008 was 105.8% (after giving effect to the acquisition of Banco
Real) and 102.8% (without giving effect to the acquisition of Banco Real) compared to 107.5% on
December 31, 2007. The following table shows our non-performing assets by type of loan on December 31,
2008 and 2007.

At December 31,

2008 (Excluding
Banco Real) 2008 2007

(In millions of R$)
Impaired assets

Commercial, financial and industrial.............cccceeeeiiiieecrieiieeeie e, 770 2,730 502
Real estate — MOITGAGE.....ccvervieiieieeiieeiienieeie et seee e 20 74 23
Installment loans to individuals............cceecierieiieiinieieceeee e 2,221 4,528 1,558
Lease fINANCING. ............coovevevevereeieeeeeeeteseseeeeeeese et eseseeee e sesenneena 12 398 10
Total 3,023 7,730 2,093
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Commercial, financial and industrial

Non-performing assets in commercial, financial and industrial loans increased by R$2.2 billion from
December 31, 2007 to December 31, 2008. Excluding the effect of the acquisition of Banco Real,
nonperforming assets in commercial, financial and industrial loans increased R$268 million in 2008, due
primarily to higher rates of default by certain of our customers, primarily customers affected by the global
financial market crisis, including real estate developers and certain export companies that were highly
leveraged in foreign currency.

Real estate — mortgage

Non-performing assets in real estate — mortgage loans increased by R$41 million from December 31,
2007 to December 31, 2008. Excluding the effect of the acquisition of Banco Real, real estate — mortgage
loans remained stable, with a slight decrease of R$3 million from December 31, 2007 to December 31, 2008.

Installment loans to individuals

Non-performing assets in installment loans to individuals increased by R$3.0 billion from December 31,
2007 to December 31, 2008. Excluding the effect of the acquisition of Banco Real, non-performing assets in
installment loans to individuals increased by R$663 million. This increase was due primarily to the increase in
unemployment during the last quarter of 2008 and in the first few months of 2009, which led to higher rates of
default by individual borrowers.

Lease financing

Non-performing loans in lease financing increased by R$388 million from December 31, 2007 to
December 31, 2008. Excluding the effect of the acquisition of Banco Real, non-performing loans in lease
financing increased by R$2 million, due primarily to reclassification of certain amounts that were classified
under a different line item in 2007 as “lease financing” in 2008. Management has sought to control losses
related to non-performing loans in lease financing by implementing stricter credit approval policies, including
lending only for newer vehicles and requiring higher collateral levels for new loan originations.

Impairment Losses on Other Assets (Net)

Other impairment losses on other assets (net) was R$77 million in 2008, a 74% or R$221 million
decrease from R$298 million in 2007. Excluding the effect of the acquisition of Banco Real, impairment
losses (net) was R$4 million in 2008, a R$294 million decrease from 2007, mainly reflecting reduced
impairment charges relating to goodwill and other intangible assets due to impairment charges taken in 2007
related to software for the Banespa information technology platform the use of which was discontinued when
the platform was converted to the Santander platform.

Income Tax

Income tax was R$170 million in 2008, a 78% or R$614 million decrease from R$784 million in 2007.
Excluding the effect of the acquisition of Banco Real, we had an income tax credit of R$217 million in 2008.
Our effective tax rates, excluding Banco Real, in 2007 and 2008 were 29% and 15%, respectively. The
decrease in effective tax rate reflected the impact of devaluation of the real on the net equity of our Cayman
Island branch. The real declined in value against the dollar by 43% in the last four months of 2008, following
our acquisition of this branch in connection with the Banco Real acquisition. The impact of this devaluation
was a reduction of R$681 million of income tax expense. See “— Other Factors Affecting Financial
Condition and Results of Operations — Cayman Offshore Hedging”. In addition, the effective tax rate was
reduced by the use of available tax credits of R$125 million compared to R$27 million in 2007. As of
December 31, 2008, we had R$130 million of such tax credits remaining which have no expiration date.

78



Results of Operations by Segment for the Year Ended December 31, 2008 Compared to the Year Ended
December 31, 2007

The following tables present an overview of certain income statement data for each of our operating
segments for the years ended December 31, 2008 and 2007.

For the year ended December 31, 2008

Global Asset
Commercial % of Wholesale % of  Management and % of
Banking Total Banking Total Insurance Total Total

(thousands of RS, except percentages)
(condensed income statement)
Net interest income ................ 10,191,650 89.1 1,213,502 10.6 32,817 0.3 11,437,969
Share of results of entities
accounted for using the

equity method .................... 112,330 100.0 - - - - 112,330
Net fee and

commission income ........... 3,602,255 84.7 449,289 10.6 202,159 4.8 4,253,703
Gains/losses on financial

assets and liabilities ........... (358,011)  (188.8) 540,636 285.0 7,041 3.7 189,666
Other operating

income/(expenses).............. (21,570) 36.1 (37,782) 63.2 (465) 0.8 (59,817)
Personnel expenses ................ (3,104,942) 87.5 (403,671) 11.4 (39,549) 1.1 (3,548,162)
Other administrative

EXPEIISES ..vovrnvevreaeeanenereenens (3,485,160) 95.8 (129,640) 3.6 (21,975) 0.6 (3,636,775)
Impairment losses on

financial assets (net)........... (4,076,108) 99.4 (23,176) 0.6 - - (4,099,284)
Provisions (net) .........coceeueecne. (1,160,918) 94.4 (38,638) 3.1 (30,761) 2.5 (1,230,317)
Impairment losses on

non-financial assets (net) ... (77,267) 100.0 - - (10) - (77,277)
Profit (loss) before tax............ 877,525 344 1,526,455 59.9 144,853 5.7 2,548,833

For the year ended December 31, 2007

Global Asset
(Condensed) Income Commercial % of ‘Wholesale % of  Management and % of
Statement Banking Total Banking Total Insurance Total Total

(thousands of RS, except percentages)
(condensed income statement)
Net interest income ................ 5,491,818 88.6 693,259 11.2 10,209 0.2 6,195,286
Share of results of entities
accounted for using the

equity method .................... 5,884 100.0 - - - 5,884
Net fee and

commission income ........... 2,694,428 87.0 253,022 8.2 150,522 49 3,097,972
Gains/losses on financial

assets and liabilities ........... 944,229 49.7 950,485 50.1 3,537 0.2 1,898,251
Other operating

income/(expenses).............. 143,362 107.9 (10,412) (7.8) (26) - 132,924
Personnel expenses ................ (2,071,426) 86.9 (277,737) 11.6 (35,104) 1.5 (2,384,267)
Other administrative

EXPENSES c.veveneevrineeenenereenene (1,963,009) 94.6 (95,500) 4.6 (17,441) 0.8 (2,075,950)
Impairment losses on

financial assets (net)........... (2,164,523) 100.2 5,075 0.2) 11 - (2,159,437)
Provisions (net) .......c.cccceeuee. (1,192,553) 99.7 7,654 (0.6) (11,513) 1.0 (1,196,412)
Impairment losses on

non-financial assets (net) ...  (298,085) 100.0 - - 3 - (298,082)
Profit (loss) before tax............ 1,111,883 41.4 1,482,819 55.2 92,439 34 2,687,141
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The following tables show our results of operations for the year ended December 31, 2008 for each of our
operating segments, the amount contributed by Banco Real to each segment during the period, and the
reported results of each segment including amounts contributed by Banco Real.

For the Year Ended December 31, 2008
As Reported Less

Commercial Banking Banco Real Banco Real As Reported
(In thousands of R$)
Net iNtErest INCOME ....veuveueeeirieieiirierieiete ettt eenes 5,602,063 4,589,587 10,191,650
Income from equity instruments 35,281 1,691 36,972
Share of results of entities accounted for using the equity method. 6,062 106,268 112,330
Net fee and cOMmMISSION INCOME .........ccvveeereeeeirieeeiieeeereeeereeeenns 2,948,287 653,968 3,602,255
Gains/losses on financial assets and liabilities (net)............c.cee... 180,005 (538,016) (358,011)
Other operating income (expenses) (73,833) 52,264 (21,570)
TOtal INCOME ... 8,697,865 4,865,762 13,563,627
Personnel EXPEenSes ........c.eveererieriririeieeriene e (2,020,897) (1,084,046) (3,104,942)
Other administrative EXPenSes.........eeveuerierierienieneeierieneeeeeieneene (2,213,667) (1,271,494) (3,485,160)
Depreciation and amortization of tangible and intangible assets.... (622,602) (174,934) (797,536)
Provisions (NEL) .........cccevveveirienmeinineieierereeeesreeee e (1,042,570) (118,347) (1,160,918)
Impairment losses on financial assets (net) (2,851,106) (1,225,002) (4,076,108)
Impairment losses on other assets (net)..... (4,384) (72,883) (77,267)
Other non-financial gains (losses)....... 31,323 (15,493) 15,830
Profit (10SS) before taX........coeveerieririiieniineeeeseeeeee e (26,037) 903,562 877,525
For the Year Ended December 31, 2008
As Reported Less
Global Wholesale Banking Banco Real Banco Real As Reported
(In thousands of RS)

Net INtEreSt INCOME ....vvveeereeeerreeeetreeeereeeeeteeeeereeesreeeeneeeenreeeanes 1,059,853 153,649 1,213,502
Income from equity iNStrUMENS. ......cc.eveereerieirereerieeeereeeeeeeen - - -
Share of results of entities accounted for using the equity method. - - -
Net fee and commiSSION INCOME ........eeeevvvieeviviieiieeeeree e 345,303 103,986 449,282
Gains/losses on financial assets and liabilities (net) 445,100 95,536 540,636
Other operating income (€Xpenses) ..........coeeveeeeeene. (16,864) (20,918) (37,782)
Total income ......... 1,833,392 332,253 2,165,645
Personnel expenses ................ (285,376) (118,295) (403,671)
Other adminiStrative XPenSes.........evveeeverieriererrenieeeereeneeesreneenens (88,351) (41,288) (129,640)
Depreciation and amortization of tangible and intangible assets.... (29,342) (14,723) (44,065)
ProviSions (NE1) .....cververuieierieriieieniesie ettt (40,634) 1,996 (38,638)
Impairment losses on financial assets (Net) ........cccceevevereevenennene (13,034) (10,142) (23,176)
Impairment losses on other assets (Net)..........cceeevvereererenieenienes - - -
Other non-financial gains (losses) - - -
Profit (108S) Before taX.......ccoeeeerieniiriieieierieeeeiesieeceee e 1,376,655 149,800 1,526,455

For the Year Ended December 31, 2008

As Reported Less
Asset Management and Insurance Banco Real Banco Real As Reported
(In thousands of RS)

NeEt INTETESt INCOMIE ...veivveeiiereeeeteeeeeteeeeereeeereeeeeteeeeereeeeeareeeereeeennes 9,193 23,624 32,817
Income from equity INStIUMENLS.........ccveereerieieereeieeeiereeee e - - -
Share of results of entities accounted for using the equity method.. - - -
Net fee and commisSSIiON INCOME .........cccveievviiieiiereeiieeceeeeeeee s 173,014 29,145 202,159
Gains/losses on financial assets and liabilities (net) 7,041 - 7,041
Other operating iNCOME (EXPENSES) .....c.ververrerrreierrerienieienieneeeennes (540) 74 (465)
TOtal INCOME ...ttt 188,708 52,843 241,551
Personnel expenses ................ (32,667) (6,882) (39,549)
Other administrative EXPenSses.........ooveveveererierienenienieneneneeeenes (14,682) (7,293) (21,975)
Depreciation and amortization of tangible and intangible assets..... (4,404) - (4,404)
ProviSions (NEL) .....cc.eevieuieierieeiieieieeieeiete st ete et (30,046) (716) (30,761)
Impairment losses on financial assets (net) ... - - -
Impairment losses on other assets (net)...... - (10) (10)
Other non-financial gains (I0SSES) .......covevrververieirenieieirereeeeneens - - -
Profit (10SS) Before taX.......cecveviiriieieriieieieieeceeee e 106,910 37,943 144,853
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Commercial Banking Segment Consolidated Results of Operations for the Year Ended December 31, 2008
Compared to the Year Ended December 31, 2007

Summary

Profit before income tax attributed to the Commercial Banking segment for the year ended
December 31, 2008 was R$877 million, a R$235 million decrease from R$1.1 billion in 2007. Excluding
the effect of the acquisition of Banco Real, profit before income tax attributed to the Commercial Banking
segment for the year ended December 31, 2008 was a loss of R$26 million, a R$1,138 million decrease
from R$1,112 million in 2007.

Net Interest Income

Net interest income for the Commercial Banking segment was R$10.2 billion in 2008, a 86% or
R$4.7 billion increase from R$5.5 billion in 2007. Excluding the effect of the acquisition of Banco Real,
net interest income for the Commercial Banking segment was R$5.6 billion in 2008, a 2% or
R$0.1 billion increase from R$5.5 billion in 2007, mainly due to growth in our lending activities, offset
in part by a decrease in the average spread of our credit assets as the proportion of lending to individuals
in the mix declined, and increasing market rates of interest, which were reflected in the new time
deposits during the period.

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
was R$112 million in 2008, a R$106 million increase from R$6 million in 2007. Excluding the effect of the
acquisition of Banco Real, share of results of entities accounted for using the equity method for the
Commercial Banking segment was R$6 million, unchanged from 2007.

Net Fee and Commission Income

Net fee and commission income for the Commercial Banking segment was R$3.6 billion in 2008, a 34%
or R$908 million increase from R$2.7 billion in 2007. Excluding the effect of the acquisition of Banco Real,
net fee and commission income for the Commercial Banking segment was R$2.9 billion in 2008, a 9% or
R$250 million increase from R$2.7 billion in 2007, mainly due to increased commissions on the sale of
insurance by our retail banking branches, offset in part by the effect of new restrictions on other banking fees.

Gains/(Losses) on Financial Assets and Liabilities

Gains/(losses) on financial assets and liabilities for the Commercial Banking segment amounted to a loss
of R$358 million in 2008, a R$1.3 billion decrease from a gain of R$944 million in 2007. Excluding the
effect of the acquisition of Banco Real, gains/(losses) on financial assets and liabilities for the Commercial
Banking segment were R$180 million in 2008, a R$764 million decrease from R$944 million in 2007, mainly
due to higher revenues from non-recurring items in 2007 compared to 2008, primarily our sale of
investment securities in BM&F and BOVESPA. Losses in Banco Real were principally due to a hedge
related to our Cayman Island branch investment, the results of which are largely offset by reduced income
taxes. See “— Other Factors Affecting Financial Condition and Results of Operations — Cayman Offshore Hedging”.

Other Operating Income/(Expenses)

Other operating income/(expenses) for the Commercial Banking segment amounted to an expense of
R$21 million in 2008, a R$165 million decrease from a gain of R$143 million in 2007. Excluding the effect
of the acquisition of Banco Real, other operating income/(expenses) for the Commercial Banking segment
amounted to an expense of R$74 million 2008, a R$217 million decrease from a gain of R$143 million in
2007, mainly reflecting the elimination in May 2008 of fees related to certain loans due to new regulations by
the Central Bank.

81



Personnel Expenses

Personnel expenses for the Commercial Banking segment increased from R$2.1 billion in 2007 to
R$3.1 billion in 2008, a 48% or R$1 billion increase. Excluding the effect of the acquisition of Banco Real,
personnel expenses for the Commercial Banking segment were R$2.0 billion, a 2% or R$50 million decrease
from R$2.1 billion in 2007, mainly due to the streamlining of our operations in anticipation of obtaining cost
synergies from the acquisition of Banco Real.

Other General Administrative Expenses

Other general administrative expenses for the Commercial Banking segment increased from R$2 billion
in 2007 to R$3.5 billion in 2008, a 78% or R$1.5 billion increase. Excluding the effect of the acquisition of
Banco Real, other general administrative expenses for the Commercial Banking segment were R$2.2 billion, a
13% or R$250 million increase from R$2 billion in 2007, mainly due to expenses relating to expanding our
credit card business and improving our information systems platform and the effects of inflation on our
contracts with providers, many of which are indexed to inflation.

Impairment Losses on Financial Assets (Net)

Impairment losses on financial assets (net) for the Commercial Banking segment was R$4.1 billion in
2008, a 90% or R$1.9 billion increase from R$2.2 billion in 2007. Excluding the effect of the acquisition of
Banco Real, impairment losses (net) for the Commercial Banking segment was R$2.9 billion in 2008, a 33%
or R$705 million increase from 2007, reflecting deteriorating credit quality in nearly all areas of our
Commercial Banking segment (though primarily in small companies, individual lending and consumer
finance products) as a result of worsening economic conditions in Brazil.

Provisions (Net)

Provisions (net) for the Commercial Banking segment was R$1.2 billion in 2008, unchanged from
R$1.2 billion in 2007. Excluding the effect of the acquisition of Banco Real, provisions (net) for the
Commercial Banking segment was R$1.0 billion in 2008. Provisions principally include provisions for labor
and tax contingencies.

Impairment Losses on Non-Financial Assets (Net)

Other impairment losses on other assets (net) for the Commercial Banking segment was R$77 million in 2008,
a 74% or R$221 million decrease from R$298 million in 2007. Excluding the effect of the acquisition of Banco
Real, impairment losses (net) for the Commercial Banking segment was R$4 million in 2008, a R$294 million
decrease from 2007, mainly reflecting reduced impairment charges relating to intangible assets due to impairment
charges taken in 2007 related to software for the Banespa information technology platform the use of which was
discontinued when the information technology system was converted to the Santander platform.

Global Wholesale Banking Consolidated Results of Operations for the Year Ended December 31, 2008
Compared to the Year Ended December 31, 2007

Summary

Profit before income tax attributed to the Global Wholesale Banking segment for the year ended
December 31, 2008 was R$1,526 million, a R$43 million increase from R$1,483 million in 2007. Excluding
the effect of the acquisition of Banco Real, profit before income tax attributed to the Global Wholesale
Banking segment for the year ended December 31, 2008 was R$1,377 million, a 7% or R$106 million
decrease from R$1,483 million in 2007.
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Net Interest Income

Net interest income for the Global Wholesale Banking segment was R$1.2 billion in 2008, a 75% or
R$520 million increase from R$693 million in 2007. Excluding the effect of the acquisition of Banco Real,
net interest income for the Global Wholesale Banking segment was R$1,060 million in 2008, a 53% or
R$367 million increase from R$693 million in 2007, reflecting growth in the credit portfolios of our GB&M
customers and increased in net interest income from our treasury business.

Net Fee and Commission Income

Net fee and commission income for the Global Wholesale Banking segment was R$449 million in 2008,
a 78% or R$196 million increase from R$253 million in 2007. Excluding the effect of the acquisition of
Banco Real, net fee and commission income for the Global Wholesale Banking segment was R$345 million
in 2008, a 36% or R$92 million increase from R$253 million in 2007, mainly due to an increase in net
commissions for foreign trading operations resulting from a higher volume of transactions in 2008 compared
to 2007 and higher fee commissions from guarantees and brokerage businesses.

Gains/(Losses) on Financial Assets and Liabilities

Gains on financial assets and liabilities for the Global Wholesale Banking segment were R$541 million in
2008, a 43% or R$410 million decrease from R$951 million in 2007. Excluding the effect of the acquisition
of Banco Real, gains/(losses) on financial assets and liabilities for the Global Wholesale Banking segment
were R$445 million in 2008, a 53% or R$505 million decrease from R$951 million in 2007, mainly due to
decrease in gains on financial assets and liabilities in our treasury business.

Other Operating Income/(Expenses)

Other operating expenses for the Global Wholesale Banking sector were expenses of R$38 million in
2008, a 263% or R$28 million increase from expenses of R$10 million in 2007. Excluding the effect of the
acquisition of Banco Real, other operating income/(expenses) for the Global Wholesale Banking segment
amounted to expenses of R$17 million in 2008, a 62% or R$7 million increase from expenses of R$10 million
in 2007, mainly due to higher expenses for deposit insurance as a result of increases in time deposits.

Personnel Expenses

Personnel expenses for the Global Wholesale Banking segment increased from R$278 million in 2007 to
R$404 million in 2008, a 45% or R$126 million increase. Excluding the effect of the acquisition of Banco
Real, personnel expenses for the Global Wholesale Banking segment were R$285 million in 2008, a 3% or
R$7 million increase from R$278 million in 2007, reflecting higher costs in line with annual salary increases
tied to inflation.

Other General Administrative Expenses

Other general administrative expenses for the Global Wholesale Banking segment increased from
R$96 million in 2007 to R$130 million in 2008, a 36% or R$34 million increase. Excluding the effect of the
acquisition of Banco Real, other general administrative expenses for the Global Wholesale Banking segment
were R$88 million in 2008, a 7% or R$7 million decrease from R$96 million in 2007, reflecting our cost
control targets.

Impairment Losses on Financial Assets (Net)

Impairment losses on financial assets (net) for the Global Wholesale Banking segment were R$23 million
in 2008, compared to a gain of R$5 million in 2007. Excluding the effect of the acquisition of Banco Real,
impairment losses on financial assets (net) for the Global Wholesale Banking segment were R$13 million in
2008, compared to a gain of R$5 million in 2007, mainly due to increased delinquency by our wholesale
customers as a result of the global financial crisis.
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Provisions (Net)

Provisions (net) for the Global Wholesale Banking segment were R$39 million in 2008, compared to a
gain of R$8 million in 2007. Excluding the effect of the acquisition of Banco Real, provisions (net) for the
Global Wholesale Banking segment were R$41 million in 2008, compared to a gain R$8 million in 2007.

Asset Management and Insurance Segment Consolidated Results of Operations for the Year Ended
December 31, 2008 Compared to the Year Ended December 31, 2007

Summary

Profit before income tax attributed to the Asset Management and Insurance segment for the year ended
December 31, 2008 was R$145 million, a R$53 million increase from R$92 million in 2007. Excluding the
effect of the acquisition of Banco Real, profit before income tax attributed to the Asset Management and
Insurance segment for the year ended December 31, 2008 was R$107 million, a 16% or R$15 million increase
from R$92 million in 2007. Results of operations in our Asset Management and Insurance segment in 2008
and 2007 do not include the results of operations of the asset management and insurance entities that were
acquired on August 14, 2009. See “Summary — Recent Events —Acquisition of Asset Management and
Insurance Companies” and “Business — Asset Management and Insurance”.

Net Interest Income

Net interest income for the Asset Management and Insurance segment was R$33 million in 2008, a 221%
or R$23 million increase from R$10 million in 2007. Excluding the effect of the acquisition of Banco Real,
net interest income for the Asset Management and Insurance segment was R$9 million in 2008, a 10% or
R$1 million decrease from R$10 million in 2007. The decrease was due primarily to lower cash volumes in
2008 compared to 2007.

Net Fee and Commission Income

Net fee and commission income for the Asset Management and Insurance segment was R$202 million in
2008, a 34% or R$52 million increase from R$151 million in 2007. Excluding the effect of the acquisition of
Banco Real, net fee and commission income for the Asset Management and Insurance segment was
R$173 million in 2008, a 15% or R$23 million increase from R$151 million in 2007, mainly due to an
increase in net commissions on the sale of insurance.

Gains/(Losses) on Financial Assets and Liabilities

Gains on financial assets and liabilities for the Asset Management and Insurance segment were
R$7.0 million in 2008, a 100% or R$3.5 million increase from R$3.5 million in 2007, mainly due to an
increase in revenues from the available-for-sale financial assets. The acquisition of Banco Real did not have
any impact on this item in our financial statements.

Other Operating Income/(Expenses)

Other operating expenses for the Asset Management and Insurance segment were R$465 thousand in
2008, a R$439 thousand increase from R$26 thousand in 2007. Excluding the effect of the acquisition of
Banco Real, other operating income/(expenses) for the Asset Management and Insurance segment was income
of R$540 thousand in 2008, compared to an expense of R$26 thousand in 2007.

Personnel Expenses

Personnel expenses for the Asset Management and Insurance segment increased from R$35 million in
2007 to R$4 million in 2008, a 13% or R$4 million increase. Excluding the effect of the acquisition of Banco
Real, personnel expenses for the Asset Management and Insurance segment were R$33 million in 2008, an
7% or R$2 million decrease from R$35 million in 2007, mainly due to the streamlining of our employee
operations in anticipation of producing cost synergies from the acquisition of Banco Real.
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Other General Administrative Expenses

Other general administrative expenses for the Asset Management and Insurance segment increased from
R$17 million in 2007 to R$22 million in 2008, a 26% or R$5 million increase. Excluding the effect of the
acquisition of Banco Real, other general administrative expenses for the Asset Management and Insurance segment
were R$15 million in 2008, a 16% or R$3 million decrease from R$17 million in 2007, mainly due to operations
streamlining carried out in anticipation of obtaining cost synergies from the acquisition of Banco Real.

Provisions (Net)

We recorded provisions (net) in the Asset Management and Insurance segment in 2008 of R$31 million
compared to provisions (net) of R$12 million in 2007. Excluding the effect of the acquisition of Banco Real,
provisions (net) for the Asset Management and Insurance segment were R$30 million in 2008, a 161% or
R$18 million increase from R$12 million.

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: introduces 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 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 statement 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 comprehensive income). IAS 1 also introduces new reporting
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 terminology which may be used to refer to the financial statements is as follows:

e  The balance sheet becomes the statement of financial position.
e The statement of recognized income and expense becomes the statement of comprehensive income.
e 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 Instruments and Obligations Arising on
Liquidation: the amendments address the classification of puttable financial instruments and obligations
arising only on liquidation. Following the amendments, these instruments are presented as equity provided
that they meet certain criteria including that of being the most subordinated class, and provided that they
evidence a residual interest in the net assets of the entity.

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.
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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 amendments 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 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. The improvements 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 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 financial assets are initially measured at fair value plus, in the case of a financial asset
not at fair value through profit or loss, 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: 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 previously contained in
IFRIC 11).
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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 investment 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.

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-derivative equity instruments.

IAS 38 Intangible Assets — Amendments to clarify the description 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 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 Discontinued 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 — 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 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.
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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.

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 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 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 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 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 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 standards and interpretations to have a material
effect on the consolidated 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.

At December 31, 2009(1) At December 31, 2008
Amount Ratio Amount Ratio

(in millions of RS, except percentages)
Tier 1 capital......ccvveieeieriierieeieeie et 42,358 20.7% 23,033 10.7%
Tier 2 Capital...c.cccveeeieeieiiesieie e s 9,973 4.9% 8,504 4.0%
Tier 1 and 2 capital.........ccocovevvirviiecieiieceeeee e 52,331 25.6% 31,537 14.7%
Required Regulatory Capital(2).......ccccevevecveevenienieniennnne. 22,483 N.A. 23,528 N.A.

(1) Based on Central Bank criteria, which disregards the goodwill effect.
(2) Includes credit, market and operational risk capital required.
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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, At December 31,
2009 2008 2007
(in millions of RS)

Deposits from the Brazilian Central Bank
and credit institutions

TIME AEPOSILS ..eeeuveeniieiieie ettt ettt eeeens 20,838 26,721 11,949
Other demand aCCOUNTS ........cccveeeviiiciieeiie et 195 66 61
Repurchase agreements ...........ooeeveeeiereenieneene e 164 31 6,834
0] 7: | U RRR S 21,197 26,818 18,844
Customer deposits
CUITENT ACCOUNTS ....uvvvveviieeiiiiiieeeieeeeeceiiee e e ee e e e e e e enaaaneeeees 15,140 15,298 6,588
SAVINES ACCOUNES ....euvvenvieiieiieriie ettt et seee e 25,216 20,643 6,288
Other demand deposits ........ceceerueerierierienieneeeee e - - 26
TIME AEPOSILS ..eveveeiieiieiieie ettt ettt re e erneseeens 74,634 88,880 26,028
Repurchase agreements ..........c.cocveeeevieniieciieieeeeseeieeneene s 34,450 30,674 16,281
TOLAL ot 149,440 155,495 55,211
Total deposits 170,637 182,313 74,055
Short-Term Borrowings At December 31, At December 31,
2009 2008 2007
Average Average Average
Amount Rate Amount Rate Amount Rate

(in millions of RS, except percentages)
Securities sold under agreements to
repurchase (principally Brazilian
Government securities)

At December 31.....cccoevivivieieniecenne, 34,614 9.9% 30,706 13.6% 23,115 11.2%
Average during year...........cceeveveerneennennnn. 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

(1) Included in Deposits from the Central Bank and credit institutions and customer deposits.
Deposits from the Central Bank and Credit Institutions

Our balance of deposits from the Central Bank and credit institutions 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 institutions 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%.
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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. Excluding 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.

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 investment 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 transactions 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 agreements 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 Agribusiness Credit Notes
(Letra de Crédito do Agronegocio), which are credit notes that are freely negotiable and represent an
unconditional 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
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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.

Contractual Obligations

Our contractual obligations at December 31, 2009 are summarized as follows:

At December 31, 2009
Less than 1 More than
Total year 1-3 years 3-5 years 5 years

(in millions of RS)

Contractual Obligations

Deposits from central banks................ 240 240 — - -
Deposits from credit institutions......... 20,956 12,624 7,486 742 105
Customer deposits .........cceeeeeeeereenenns 149,440 104,632 40,770 4,032 6
Marketable debt securities.................. 11,439 8,125 937 1,533 844
Subordinated liabilities...........c.c......... 11,305 2 - 4,331 6,971
Total 193,380 125,623 49,193 10,638 7,926

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.

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 commitment 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.
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The following table sets forth the maximum potential amount of future payments under credit and
financial guarantees.

At December 31, At December 31,

2009 2008 2007

(millions of R$)
Contingent liabilities

Financial guarantees and other securities ..............cceevveeveevennnnns 20,506 24,765 14,835
DocUmMENtary Credits. ...........ooevvrvevreereereeeeceeeeseseeeesseeseseeeneen 461 640 464
Total contingent liabilities 20,967 25,405 15,299
Commitments

Loan commitments drawable by third parties ..............ccceveneene 77,789 68,778 18,090
Securities placement COMMItMENLS ........c.eecveeeervereeeneenieeeenne. 3,438 9,615 3,646
Total COMMItMENTS................oovovieieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeean 81,227 78,393 21,736
Total 102,194 103,798 37,035
Risk Management

Overview

Our operations are subject to a variety of risks. To manage these risks actively, we have incorporated the
Santander Group’s worldwide risk management functions into various levels of our organization. Certain
members of our risk management area are seconded from the Santander Group to ensure a consistent risk
management approach worldwide by implementing Santander Group’s risk management policies for all of our
areas, including financial, credit and market risk. In addition, committees headed by senior management
oversee our financial, credit and market risk reports from the divisions assigned to risk management. Risk
limits and exposures in local jurisdictions are further subject to approval from the Santander Group.

Credit Risk

Our credit risk management process is designed to follow the standards of the Santander Group while
taking into account our product offerings and the specific regulatory requirements of our operations in Brazil.
Our credit approval processes, particularly approval of new loans and risk monitoring, is structured in
accordance with our customer and product classification. Credit approval and monitoring are conducted
separately and on different information technology platforms for each of the networks operated under the
Santander and Banco Real brands, until the technology integration process is concluded.

Our credit approval processes are structured primarily around our retail lending and wholesale lending
activities. For additional details on our credit risk management policies with respect to specific categories
of loans by type of customer see “Selected Statistical Information—Loan Portfolio—Types of Loans by
Type of Customer.”

Retail Lending

In our retail banking, credit requests by individuals are analyzed by a credit approval system applying
various types of processes depending on the credit history of the customer and the type of credit requested.
For standard credit requests in amounts less than R$400,000, approval is generally made at our individual
branches based on an automatic, standardized process. When the customer’s request is submitted for credit
approval, we collect relevant credit information for the customer, including the individual’s profession, level
of income, internal and external financial restrictions, credit history, current indebtedness, and relationship
with us. Based on this data and the type of credit requested, our credit rating system automatically assigns a
credit rating based on a scoring model and our risk management polices. We use our scoring models in two
different phases, an “initial” phase and an “ongoing” phase. A pure credit scoring model is applied in the
initial phase when the customer starts the relationship with us. A behavioral scoring model is used when the
customer has already had a relationship with us for the time period established by our risk management
policies. This policy allows us to evaluate our existing customers with a more complete analysis than if we
applied a pure scoring model for all customers.
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Our branches operating under the Santander Brasil and the Banco Real brands apply certain distinct
operational criteria in approving credit requests, but follow the same risk boundaries. Pre-approval limits are
granted for lines of credit for a particular individual or wholesale banking customer based on creditworthiness
and size as determined according to our scoring criteria. In the case of credit approval by our branches
operating under the Santander Brasil brand, approval is based entirely on our scoring criteria and branch
employees are not authorized to approve a credit application if the particular customer is not pre-approved
through our scoring criteria. With respect to branches operating under the Banco Real brand, certain branch
personnel are authorized to approve a credit application even where a particular customer has not been
pre-approved based on the relevant scoring criteria, after taking into account certain mitigating factors
specific to the particular customer. Any such approvals are made within preset criteria to conform to our
credit risk standards. This allows us to preserve relationships with key customers. As we continue to integrate
the operations of Santander Brasil and Banco Real, we expect to establish uniform operational criteria for
credit approval across all branches. An individualized analysis is made for products that are not subject to our
automatic scoring process. In this case, evaluations are performed by credit committees that follow a
standardized and centralized process within pre-defined criteria.

We have established procedures and authorized certain organizational bodies to approve credit requests in
amounts greater than those delegated to individual branches (both for individuals and business customers).
Such approvals are made following application of the relevant scoring model and individualized analysis by
the relevant authorized body. The following table sets out the individuals or bodies authorized to make
extensions of credit to retail borrowers for the amounts specified.

Authorization Required Amount
Branch(1)......oooeoieeeeeeee e Up to R$600,000

Business COMMUILEEES........eeoueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e From R$600,000 to R$1.5 million
DECISION CENTETS ...evvivrevieiieieeieeteeteeeeeseeesteeseeseesseeseesssesseens From R$1.5 million to R$6.0 million
Retail Risk Committee(2).....ccvvevieieiieiierieeieeie e From R$6.0 million to R$15.0 million
Superior Risk Committee(3).......ccoeveverierierierieriiereeeeeeereeeneenns From R$15.0 million to U.S.$35.0 million
Brazil Executive Risk Committee(4).........cceevveeeereerriecrenrennnns From U.S.$35.0 million to €100.0 million

(1) Approval process at branches operating under the Santander brand is automatic based on standard
scoring models.

(2) Members of Retail Risk Committee include our Chief Executive Officer, Executive Vice President for
Credit and Market Risk and the Senior Vice President for Retail.

(3) Members of Central Risk Committee include the Executive Vice President for Credit and Market Risk
and representatives of each of the risk departments.

(4) Members of Customers and Market Executive Committee include our Chief Executive Officer, Chief
Financial Officer, Senior Vice President and Executive Vice President for Global Banking & Markets
and Executive Vice President for Credit and Market Risk.

For financing products designed to be offered to SMEs (businesses with annual revenues of less than
R$1 million and R$30 million, respectively), the credit approval process is performed through an automated
scoring system. For other financing products, the risk management analysis is performed by credit analysts
who have detailed knowledge about the customer and its respective business group and economic and
industrial sectors. This preliminary analysis also generates a credit rating based on our internal models.
Additional information, such as the characteristics of the financing product being offered, including related
terms and conditions and collateral granted in connection therewith, is also taken into account as part of the
approval process.

Wholesale Lending

For lending to our wholesale banking customers, the approval process is determined for each customer
class and product separately. All credit requests by our Global Banking & Markets customers, a group of
approximately 700 entities, are approved by the Customers and Market Executive Committee. Credit requests
by our corporate customers (corporations with annual revenues in excess of R$250 million) and business
enterprise customers (corporations with annual revenues between R$30 million and R$250 million) must be
approved by the relevant bodies set forth in the following table for the amounts indicated.
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Amount Business

Authorization Required Amount Corporate Customers Enterprise Customers

Regional approval committee......................... N.A. Up to R$3.0 million

Regional Wholesale Risk Committee............. From R$3.0 million to From R$3.0 million to
R$15.0 million R$15.0 million

Wholesale Risk Committee(1)............c.c......... From R$15.0 million to From R$15.0 million to
R$40.0 million R$40.0 million

Central Risk Committee ............ccoceveveereenneen. From R$40.0 million to From R$40.0 million to
U.S.$35.0 million U.S.$35.0 million

Brazil Executive Risk Committee .................. From R$35.0 million to From R$35.0 million to
€100.0 million €100.0 million

(1) Members of Wholesale Risk Committee include persons responsible for risk at Global Banking & Markets.
Credit Monitoring

Credit lines to retail banking customers are reviewed on a weekly basis. This process allows
improvements in the credit exposure with customers that have presented good credit quality. Specific early
warnings are automatically generated in the case of the deterioration of a customer’s credit quality. In this
event, a credit risk mitigation process designed to prevent default begins with identification of the customer’s
solvency problem (expenditures and other financial commitments) and the customer is approached by the
relationship manager.

Early warnings are automatically generated for SMEs, and their performance is monitored monthly. In
addition, the financial situation of each business is discussed by specific committees in the presence of the
commercial area with the aim of continuously improving the quality of our credit portfolio.

Credit lines to wholesale banking customers and their credit quality are reviewed on an annual basis. If
this monitoring gives rise to any specific concern about the credit quality of a specific customer, a system of
customer monitoring known as FEVE (Firms for Special Vigilance) is used, with possible actions to be taken
under the following categories: “monitor” “reduce exposure”, “seek collateral” or “cancel”. In these situations,
clients will be reviewed on a quarterly or a biannual basis.

Credit Classifications

We are required to classify our credit transactions, in accordance with criteria set forth in 2000 by the
Central Bank, as either AA, A, B, C, D, E, F, G or H. Each of these categories corresponds to a number of
days a transaction is past due and one of our own internal risk rating categories, which have been approved by
the Central Bank. We classify all transactions with individuals based solely on the number of days past due.

We classify all other transactions at the higher of our own internal risk classification or the risk classification
resulting from the number of days the transaction is past due. Our credit classifications take into account:

e the conditions of the debtor and any guarantor, such as the debtor’s and/or guarantor’s economic and
financial situation, level of indebtedness, capacity for generating profits, cash flow, administration,
corporate governance and quality of internal controls, payment history, the sector in which such
debtor or guarantor is active, contingencies and credit limits; and

e 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.

Our rating and risk management systems are reviewed by both the Central Bank and the Santander

Group’s internal auditors. Our management has not had any disputes with the Central Bank or the Santander
Group regarding our risk management operations.
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Credit Provisioning

The Central Bank specifies a minimum provision for each credit transaction rating category, which is
measured as a percentage of the total amount of credit operations, as set forth in the table below.

Central Bank Classification Minimum Days Past Due Classification
(Risk level) Provision in % (days past due)
— None
0.5 <15
1.0 15-30
3.0 30-60
10.0 60-90
30.0 90-120
50.0 120-150
70.0 150-180
100.0 180-210

Our allowances for credit losses under IFRS are greater than the minimum amounts required by the
Central Bank. The following table shows, at the dates indicated the minimum allowances for credit losses
required by the Central Bank and the allowances we established under IFRS.

Required Allowances IFRS Allowances Established
2009 2008 2009 2008
(in millions of RS)
Total 8,827 6,938 10,070 8,181

Collections

Our collections department uses tools such as behavior and collection scoring to study the collection
performance of certain groups in an attempt to lower costs and increase recoveries. Customers likely to make
payment are classified as low risk, requiring less aggressive strategies to ensure payment, and more attention
is paid to maintaining a healthy customer relationship. Customers unlikely to make payment are classified as
high risk and contacted consistently regarding payment. All customers with past due amounts or whose loans
have been rescheduled or otherwise restructured face strict internal restrictions.

Collection strategies are modified according to the duration of the delay in payment, or days past due. In the
early days of delinquency (less than 90 days past due), the collections department implements a more exhaustive
model of collection, creating distinct strategies with closer monitoring. Call centers, letters and credit rating
agencies, such as Serasa, which is a centralized data system used by several Brazilian financial institutions and
others for the credit approval process, are utilized during this phase. During this phase of collection, our emphasis is
on recovering our customers. However, if a customer is 90 days past due, our focus turns toward recovering the
money owed. At this point, we outsource collection efforts to external collection agencies that earn a commission
for any amounts recovered. The Collections department also manages debt and loan restructurings.

Asset and Liability Management Committee

Our asset and liability management strategy is defined by the Asset and Liability Management Committee, or
ALCO, which operates under the strict guidelines and procedures established by the Santander Group. Members of
the ALCO include our Chief Executive Officer, Chief Financial Officer, Treasurer, Executive Vice President of
Risk Management, Senior Vice President of wholesale banking operations, Senior Vice President of Retail Banking,
the head of ALM and Chief Economist, among others. The ALCO meets every two weeks to establish our funding
strategy, structural balance sheet interest rate position and capital management. It uses several risk metrics to
monitor the impact of market conditions, including market value and interest rate margin sensitivities. Other ALCO
activities include the establishment of transfer pricing policies, management of risk-weighted assets and economic
capital exposure, management of local regulatory capital and decision making on capital instrument issuances, each
of which is in line with the Santander Group’s guidelines and limits.
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Market Risk
Generally
We are exposed to market risk mainly as a result of the following activities:

e Trading in financial instruments, which involves interest rate, foreign exchange rate, equity price and
volatility risks.

e Engaging in retail banking activities, which involves interest rate risk because a change in interest
rates affects interest income, interest expense and customer behavior.

e Investing in assets (including subsidiaries) whose returns or accounts are denominated in currencies
other than the real, which involves foreign exchange rate risk.

e Investing in subsidiaries and other companies, which subjects us to equity price risk.
e All trading and non-trading activities, which involve liquidity risk.
Primary Market Risks and How They Arise

The primary market risks to which we are exposed are interest rate risk, foreign exchange rate risk, equity
price risk, volatility risk and liquidity risk. We are exposed to interest rate risk whenever there is a mismatch
between interest rate sensitive assets and liabilities, subject to any hedging we have engaged in using interest
rate swaps or other off-balance sheet derivative instruments. Interest rate risk arises in connection with both
our trading and non-trading activities.

We are exposed to foreign exchange rate risk as a result of mismatches between assets and liabilities, and
off-balance sheet items denominated in different currencies, either as a result of trading or in the normal
course of business. We maintain non-trading open currency positions arising from our investments in overseas
subsidiaries and branches (such as our Grand Cayman branch), affiliates and their currency funding. Our
principal non-trading currency exposure is the U.S. dollar, which, as mandated by our policies, is hedged to
the real within established limits.

We are exposed to equity price risk in connection with both our trading and non-trading investments in
equity securities.

We are also exposed to liquidity risk. Market depth is the main liquidity driver in our trading portfolio,
even though our policy is to trade the most liquid assets. Our liquidity risk also arises in non-trading activity
due to the maturity gap between assets and liabilities mostly in the retail banking business.

We use derivatives for both trading and non-trading activities. Trading derivatives are used to eliminate,
reduce or modify risk in trading portfolios (interest rate, foreign exchange and equity price risk), and to
provide financial services to customers. Our principal counterparties (in addition to customers) for this
activity are financial institutions and the BM&FBOVESPA. Our principal derivative instruments include
interest rate swaps, interest rate futures, foreign exchange forwards, foreign exchange futures, foreign
exchange options, cross currency swaps, equity index futures, equity options and interest rate options.

We also use derivatives in non-trading activity in order to manage the interest rate risk and foreign
exchange risk arising from asset and liability management activity. We use interest rate and foreign exchange
non-optional derivatives in non-trading activity.

We have no credit derivatives in Brazil, as there is no market for credit derivatives in Brazil.
Procedures for Measuring and Managing Market Risk

Our board of directors, through its risk committee, is responsible for establishing our policies, procedures
and limits with respect to market risk, including which businesses to enter into and maintain. The committee
also monitors our overall performance in light of the risks assumed. Together with the local and global assets
and liabilities committees, each market risk unit measures and monitors our market and liquidity risk and
provides figures to the assets and liabilities committees to use in managing such risks.
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Market risk is regulated and controlled through certain policies, set forth in our market and liquidity risk
management policies manual (as described below), and through structures setting forth specific limits to our
exposure to market risk which is based on global limits established for the entire Santander Group. In addition,
authorized products are listed and reviewed periodically.

These policies, procedures and limits on market risk are applicable to all units, businesses or portfolios
susceptible to market risk.

Market and Liquidity Risk Management Policies Manual

The market and liquidity risk management policies manual, or the “Manual”, is a compilation of policies
that describe the control framework used by the Santander Group to identify, measure and manage market risk
exposures inherent in our activities in the financial markets. The Manual is employed for market risk
management purposes at all levels in the Santander Group and within its subsidiaries (including us), providing
a general and global action framework and establishing risk rules for all levels.

The Manual’s main objective is to set forth the risk level which our board of directors deems acceptable
and to describe and report all risk policies and controls that our board of directors has established. All risk
managers within the Santander Group must ensure that each business activity is performed in accordance with
the policies established in the Manual. The Manual is followed in market risk decision-making in all business
units and activities.

Market Risk Management Procedures

All functions developed by risk management are documented and regulated by different procedures,
including measurement, control and reporting responsibilities. Internal and external auditors audit the
compliance with this internal regulation to ensure that our market risk policies are followed.

Market Risk Limit Structure

The market risk limit structure represents the board of directors’ risk appetite and is determined by our
global market risk management policies, which encompass all of our business units and serve to:

e Identify and define the main types of risk incurred in a manner consistent with our business strategy.

e Quantify and report to our business segments with respect to appropriate risk levels and risk profile
in line with senior management’s assessment of risks to help avoid any of our business segments
taking undesired risks.

e Provide flexibility to our business segments to timely and efficiently establish risk positions
responsive to market changes and our business strategies, and always within acceptable Santander
Group risk levels.

e Allow the individuals and teams originating new business to take prudent risks that will help attain
budgeted results.

e  Establish investment alternatives by limiting equity consumption.

e Define the range of products and underlying assets within which each unit of treasury can operate,
taking into consideration our risk modeling and valuation systems and our liquidity tools. This will
help to constrain all market risk within the business management and defined risk strategy.

Global market risk management policies define our risk limit structure while the risk committee reviews
and approves such policies. Business managers administer their activities within these limits. The risk limit
structure covers both our trading and non-trading portfolios and includes limits on fixed income instruments,
equity securities, foreign exchange and other derivative instruments.
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Limits considered to be global limits refer to the business unit level. To date, system restrictions prevent
intra-day limits. Our business units must comply with approved limits. Potential excesses require a range of
actions carried out by the global market risk function unit including (1) providing risk-reducing suggestions
and controls, which are the result of breaking “alarm” limits and (2) taking executive actions that require risk
takers to close out positions to reduce risk levels.

Statistical Tools for Measuring and Managing Market Risk
Trading Activity

The trading portfolio comprises our proprietary positions in financial instruments held for resale and/or
bought to take advantage of current and/or expected differences between purchase and sale prices. This
portfolio also includes positions in financial instruments deriving from market-making and sales. As a result
of trading fixed income securities, equity securities and foreign exchange, we are exposed to interest rate,
equity price and foreign exchange rate risks. We are also exposed to volatility when derivatives are used.

We actively manage market risk arising from proprietary trading and market-making activities through
the use of cash and derivative financial instruments traded in over-the-counter, or “OTC”, and organized
markets. We typically hedge interest rate risk derived from market-making by buying or selling very liquid
cash securities such as government bonds, or futures contracts listed in organized markets like the
BM&FBOVESPA, the London Metals Exchange, the NYSE—Euronext Liffe, the New York Mercantile
Exchange, NYSE and Chicago Board of Trade.

We manage foreign exchange rate risk through spot transactions executed in the global foreign exchange
inter-bank market, as well as through forward foreign exchange, cross currency swaps, FX futures at the
BM&FBOVESPA and foreign exchange options. We hedge equity price risk by buying or selling the
underlying individual stocks in the organized equity markets in which they are traded or futures contracts on
individual stocks listed in organized markets like the BM&FBOVESPA. We hedge volatility risk arising from
market-making in options and option-related products by either buying and selling option contracts listed in
organized markets like the BM&FBOVESPA, or entering risk reversal transactions in the inter-bank OTC
market. We use value at risk or “VaR”, to measure our market risk associated with all of our trading activity.

VaR model. Locally, we use a variety of mathematical and statistical models, including VaR models, historical
simulations and stress testing to measure, monitor, report and manage market risk. Such numbers, produced locally,
also serve as input for global activities such as evaluations of return on risk adjusted capital, or “RORAC”, and to
allocate economic capital to various activities in order to evaluate the RORAC of such activities.

As calculated by us, VaR is an estimate of the expected maximum loss in the market value of a given portfolio
over a one-day time horizon at a 99.0% confidence interval. It is the maximum one-day loss that we estimate we
would suffer on a given portfolio 99.0% of the time, subject to certain assumptions and limitations discussed below.
Conversely, it is the figure that we would expect to exceed only 1% of the time, or approximately three days per
year. VaR provides a single estimate of market risk that is comparable from one market risk to the other.

Our standard methodology is based on historical simulation (520 days). In order to capture recent market
volatility in the model, our VaR figure is the maximum between the 1.0% percentile and the 1.0% weighted
percentile of the simulated profit and loss distribution. This loss distribution is calculated by applying an
exponential decline factor, which accords less weight to the observations farthest away in time.

We use VaR estimates to alert senior management whenever the statistically estimated losses in our
portfolios exceed prudent levels. Limits on VaR are used to control exposure on a portfolio-by-portfolio basis.

Assumptions and limitations. Our VaR methodology should be interpreted in light of the limitations that
(1) a one-day time horizon may not fully capture the market risk of positions that cannot be liquidated or
hedged within one day and (2) at present, we compute VaR at the close of business and trading positions may
change substantially during the course of the trading day.
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Scenario analysis and calibration measures. Because of these limitations in VaR methodology, in
addition to historical simulation, we use stress testing to analyze the impact of extreme market movements
and adopt policies and procedures in an effort to protect our capital and results of operations against such
contingencies. In order to calibrate our VaR model, we use back testing, which is a comparative analysis
between VaR estimates and the daily clean profit and loss (theoretical result generated assuming the mark-to
market daily variation of the portfolio only considering the movement of the market variables). The purpose
of these tests is to verify and measure the precision of the models used to calculate VaR.

Non Trading Activities

Interest rate risk. We analyze the sensitivity of net interest margin and market value of equity to changes
in interest rates. This sensitivity arises from gaps in maturity dates and interest rates in the different asset and
liability accounts. Certain repricing hypotheses are used for products without explicit contractual maturities
based on the economic environment (financial and commercial).

On the basis of the positioning of balance sheet interest rates, as well as the market situation and outlook,
we take financial measures to adjust the positioning to levels in line with Santander Group policies. These
measures range from taking positions in markets to defining the interest rate features of commercial products.
The measures used to control interest rate risk are the interest rate gap analysis, the sensitivity of net interest
margin and market value of equity to changes in interest rates, VaR and analysis of scenarios.

Interest rate gap of assets and liabilities. Interest rate gap analysis focuses on lags or mismatches
between changes in the value of asset, liability and off-balance sheet items. Gap analysis provides a basic
representation of the balance sheet structure and allows for the detection of interest rate risk by concentration
of maturities. It is also a useful tool for estimating the impact of eventual interest rate movements on net
interest margin or equity.

All on- and off-balance sheet items must be broken down by their flows and analyzed in terms of
repricing and maturity. In the case of those items that do not have a contractual maturity, an internal model of
analysis is used and estimates are made of their duration and sensitivity.

Net interest margin sensitivity. The sensitivity of net interest margin measures the change in the shorthand
medium-term in the accruals expected over a 12-month period, in response to a shift in the yield curve. The yield
curve is calculated by simulating the net interest margin, both for a scenario of a shift in the yield curve as well as
for the current scenario. The sensitivity is the difference between the two margins calculated.

Market value of equity sensitivity. Net worth sensitivity measures the interest risk implicit in net worth
(equity) over the entire life of the operation on the basis of the effect that a change in interest rates has on the
current values of financial assets and liabilities. This is an additional measure to the sensitivity of the net
interest margin.

Value at risk. The VaR for balance sheet activity and investment portfolios is calculated with the same
standard as for trading and historical simulation, with a confidence level of 99.0% and a time frame of one day.

Analysis of scenarios of stress test. We apply three scenarios for the performance of interest rates: six
standard deviations up and six standard deviations down of risk factors and one abrupt scenario in which risk
factors are increased by 50.0% up and down from current levels. These scenarios are applied to the balance
sheet, obtaining the impact on net worth as well as the projections of net interest revenue for the year.

Liquidity risk. Liquidity risk is associated with our capacity to finance our commitments at reasonable
market prices, as well as to carry out our business plans with stable sources of funding. We permanently
monitor maximum gap profiles. The measures used to control liquidity risk are the liquidity gap, liquidity
ratio, stress scenarios and contingency plans.

Liquidity gap. The liquidity gap provides information on contractual and expected cash inflows and outflows
for a certain period of time, for each of the currencies in which we operate. The gap measures the net need or excess
of funds at a particular date and reflects the level of liquidity maintained under normal market conditions.
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Liquidity ratios. The liquidity coefficient compares liquid assets available for sale (after applying the
relevant discounts and adjustments) with total liabilities to be settled, including contingencies. This
coefficient shows, for currencies that cannot be consolidated, the level of immediate response of the entity to
firm commitments.

Net accumulated illiquidity is defined as the 30-day accumulated gap obtained from the modified
liquidity gap. The modified contractual liquidity gap is calculated on the basis of the contractual liquidity gap
and by placing liquid assets or repos at the point of settlement and not at the point of maturity.

Analysis of scenarios/contingency plan. Our liquidity management focuses on preventing a crisis.
Liquidity crises, and their immediate causes, cannot always be predicted. Consequently, our contingency plan
concentrates on creating models of potential crises by analyzing different scenarios and identifying crisis
types, internal and external communications and individual responsibilities.

The contingency plan covers the activity of local units and of the Santander Group’s headquarters in
Madrid. Each local unit must prepare a plan of contingency financing, indicating the amount it would
potentially need from the Santander Group headquarters in the case of a crisis. Each unit must inform
Santander Group headquarters of its plan at least every six months so that it can be reviewed and updated.
These plans, however, must be updated more frequently if prudent due to market circumstances.

Quantitative Analysis
Trading Activity

Quantitative analysis of daily VaR in 2009. Our risk performance with regard to trading activity in
financial markets during 2009, measured by daily VaR, is shown in the following graph.
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VaR during 2009 fluctuated in a range between R$10 million and R$78 million. The VaR variance shown
in the chart above was mainly due to changes in the positions taken by trading book during 2009.
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As observed in the histogram below, the VaR maintained a range between R$28 million and
R$45 million on 51.0% of days in 2009.

Histogram of Risk — VaR (in Million of BRL)
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Risk by factor. The minimum, maximum, average and year-end 2009 risk values in VaR terms were as follows:

Minimum Average Maximum Last
(in millions of R$)

Total trading
Total VaR ......ccoooeiiiieieeeceeceeeeeee e 10.5 38.0 77.6 20.9
Diversification effect..........ccoeevvereeniennennen. (3.6) (12.9) (57.7) (12.7)
Fixed-income VaR.........cccocveviiiviciiniiiiennnne 10.9 29.9 67.0 18.7
Equity VaR......ccoocoviiieiieeeeeeeee e, 1.2 8.9 314 3.8
FX VaR .o, 2.1 12.1 37.0 11.1
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The average VaR for 2009 was R$38.0 million less than in 2008, due to a decrease in market volatility
during 2009. The average risk of the three main factors, interest rates, equity price and exchange rates, was
R$29.9 million, R$8.9 million and R$12.1 million, respectively, with a negative average diversification effect
of R$12.9 million. The chart below shows the evolution of the risk groups’ VaR interest rates (IR), VaR
exchange rates (FX) and VaR equity prices.
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Risk Statistics in 2009

Risk management of structured derivatives. Our structured derivatives activity (non-organized markets) is
mainly focused on structuring investment and hedging products for customers. These transactions include
options on FX equities, currencies, fixed-income instruments and mostly market-making books.

Scenario analysis. Different stress test scenarios were analyzed during 2009. A scenario of maximum
volatility, which applies six standard deviations to different market factors as of December 31, 2009,
generated results that are presented below.

Maximum Volatility Scenario

The table below shows, at December 31, 2009, the maximum daily losses for each product (fixed-income,
equities and currencies), in a scenario in which volatility equivalent to six standard deviations in a normal
distribution is applied (interest rate rises, falls in stock markets, dollar slides and rise in volatility).

Maximum Volatility Stress Test

Fixed Income Equities Exchange Rate Volatility Total
(in millions of R$)
Total trading ...........eevveereerreee. 9.9 (3.6) (7.0) (0.4) (1.2)

The stress test shows that the economic loss suffered by the group in the marked-to-market result would
be, if this scenario materialized in the market, R$1.2 million.

Non-Trading Activity

Asset and liability management. We actively manage the market risks inherent in the banking book, mostly
retail banking. Management addresses the structural risks of interest rates, liquidity and exchange rates.
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The purpose of financial management is to make net interest revenue from our commercial activities
more stable and recurrent, maintaining adequate levels of liquidity and solvency.

The financial management area analyzes structural interest rate risk derived from mismatches in maturity
and revision dates for assets and liabilities in each of the currencies in which we operate. For each currency, the
risk measured is the interest gap, the sensitivity of net interest revenue and the sensitivity of the economic value.

The global financial management area manages structural risk on a centralized basis. This allows the use
of homogenous methodologies, adapted to each local market where we operate. In the euro-dollar area, the
financial management area directly manages the risks of our parent and coordinates management of the rest of
the units that operate in convertible currencies. There is a local team in Santander Brasil that manages balance
sheet risks under the same frameworks, in coordination with the global financial management area. The asset
and liability committees of each country and, where necessary, the markets committee of our parent are
responsible for risk management decisions.

Quantitative Analysis of Interest Rate Risk in 2009
Convertible Currencies

At the end of 2009, the sensitivity of net interest margin at one year, to a parallel rise of 100 basis points
in the local currency yield curve was R$200 million. The interest margin in the foreign currency yield curve
was R$29 million.

In addition, at the end of 2009, the sensitivity of net worth to parallel rises of 100 basis points in the yield
curves was R$1,093 million in the local currency yield curve and R$34 million in the foreign currency yield curve.

Structural Gap

The following table shows the gaps between the repricing dates of our assets and liabilities of different
maturities as of December 31, 2009.

0-1 1-3 3-6 6-12 1-3 3-5 5 Not
Total months months months months years years years sensitive
(in millions of R$)
129,885 63,207 3,027 9,470 9,804 13,049 14,381 5,219 11,727

121,069 33,839 14,978 16,558 19,051 26,797 4,756 4,249 840
30,932 - - - - - - - 30,932
84,062 34,628 — — — — — - 49,434

Total assets......
Money market ..

365947 131,674 18,005 26,027 28,856 39,847 19,137 9,468 92,933
(95,718)  (73,443)  (3,095)  (4362)  (2,058)  (3,998) (2,502) (3,719)  (2,540)

DEpOSitS ... . (113,132)  (67,972)  (2.878) (392) (25,548)  (15,756) (386)  (200) -
Equity and other........ (157,097) (38465  (1,287)  (1,320)  (1,081)  (2,059) 97) — (112,788)
Total liabilities........... (365,947) (179,880)  (7,260)  (6,074) (28,687) (21,813) (2,986) (3,920) (115,328)
Balance gap — (48206) 10,745 19,953 169 18,034 16,152 5,548  (22,395)
Off- balance gap ....... - 6,145 (448)  (5417) (3,696) 705 761 1,951 -
Total structural gap .... — T (2061) 10297 14,536 (3,528) 18,739 16913 7499  (22,395)
Accumulated gap...... - @42,061) (31,764) (17,228) (20,755)  (2,016) 14,896 22,395 -
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The interest rate risk of Santander Brasil balance sheet management portfolios, measured by the
sensitivity of market value of the net interest margin to a parallel movement of 100 basis points, remained
stable until June 2008 when the bank began to implement a strategy to lock the financial margin after an
analysis of future market scenarios. After October 2009, the sensitivities remained again stable, but on a

higher level.

The following chart shows our net interest margin, or “NIM”, and equity, or “MVE?”, sensitivity during

each month in 2009.
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The gap tables below show the distribution of risk by maturity in Brazil as of December 31, 2009 (in

millions of R$).
0-1 1-3 3-6 6-12 1-3 3-5 5 Not
Total months months months months years years years sensitive
Gaps in local
currency
Total assets........... 315,137 100,112 16,065 21,511 25,789 37,105 17,658 6,042 90,854
Total liabilities ... (314,94) (144,505) (3,061)  (4,697) (26,525) (19,039)  (1,664) (956)  (114,500)
Offbalance gap... 1,779 18,981  (1,470)  (5,795)  (5,114)  (2,743)  (1,287) (795) -
GaPeeeeeeeeen 1,969 (25.412) 11,533 11,020  (5,849) 15324 14,707 4,292 (23,646)
0-1 1-3 3-6 6-12 Not
Total months months months months 1-3 years 3-5 years 5 years sensitive
Gaps in foreign
currency
Total assets........... 50,811 31,563 1,940 4,516 3,066 2,742 1,479 3,425 2,079
Total liabilities ..... (51,001)  (35,375)  (4,198)  (1,377)  (2,162) (2,774)  (1,321)  (2,964) (828)
Off balance gap.... (1,779) (12,836) 1,022 378 1,417 3,448 2,048 2,745 -
GaP.eoreeeeere (1,969)  (16,649)  (1,236) 3,516 2,322 3,415 2,205 3,207 1,251
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Market Risk: VaR Consolidated Analysis

Our total daily VaR as of December 31, 2008 and December 31, 2009, broken down by trading and
structural (non-trading) portfolios, is set forth below. The VaR data for trading and non-trading portfolios is
the sum of Santander Brasil data and Banco Real and does not reflect the diversification effect.

At December 31,

2009 2008
Low Average High Period End

(in millions of RS)
Total 268.9 357.7 474.2 3923 889.2
Trading .....covveveeiieieeeeeeeeee e, 10.5 38.0 77.6 20.9 40.6
Non-trading .......cocoeeveeveeieieniereeeen 258.4 319.7 398.6 371.4 842.3
Diversification effect.........ccccccveeeuveennennn, - - - - 6.3

Note: VaR figures for trading and non-trading portfolios was summed, thus disregarding the diversification effect.

Our daily VaR estimates of interest rate risk, foreign exchange rate risk and equity price risk were as set
forth below.

Interest Rate Risk
At December 31,
2009 2008
Low Average High Period End
(in millions of RS)

Interest rate risk

Trading ....coccveveveciieieiecieeeee e 10.9 29.9 67.0 18.7 28.0
Non-trading .........cceeeeevvevveneeceeiennene 258.4 319.7 398.6 371.4 842.3
Diversification effect.............cccceoenne... - - - - 6.7
Total 269.3 349.6 463.6 390.1 877.0

Note: VaR figures for trading and non-trading portfolios was summed and does not reflect the diversification effect.
Foreign Exchange Rate Risk

At December 31,

2009 2008
Low Average High Period End
(in millions of RS)

Exchange rate risk

Trading ....ccocoveveveiveieeeeee e 2.1 12.1 37.0 11.1 13.1
Non-trading .......cccceeeeeeeenieneeneeeee N.A. N.A. N.A. N.A. N.A.
Diversification effect..........ccccevvennee. - - - - -
Total 2.1 12.1 37.0 11.1 13.1

Note: VaR figures for trading and non-trading portfolios was summed and does not reflect the diversification effect.

Equity Price Risk
At December 31,
2009 2008
Low Average High Period End
(in millions of R$)

Equity price risk
Trading .....ooovveveeieeeeeeeeeeeeeee 1.2 8.9 314 3.8 5.0
Non-trading .......cocceevvevveiveieeienieeene. N.A. N.A. N.A. N.A. N.A.
Diversification effect.............ccoevveeeennes 1.2 8.9 31.4 3.8 (5.0)

Note: VaR figures for trading and non-trading portfolios was summed and does not effect the diversification effect.
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Our daily VaR estimates by activity were as set forth below.

At December 31,
2009 2008
Low Average High Period End
(in millions of RS)
Trading
Interest rate risk.... 10.9 29.9 67.0 18.7 28.0
Exchange rate risk... 2.1 12.1 37.0 11.1 13.1
EQUILY oo 12 8.9 31.4 3.8 5.0
Total 10.5 38.0 77.6 209 40.6
Non-trading interest rate
TNEETESE FALE. ... vorveeeeieerieieeeeisee e 258.4 319.9 396.6 3714 842.3
Non-trading foreign exchange...
Exchange rate........ccccooeeieieniiiieieecceeee e N.A. N.A. N.A. N.A. N.A.
Non-trading equity
BQUIY oo NA. NA. NA. NA. NA.
Total 268.9 357.1 474.20 392.3 889.2
269.3 349.6 463.6 390.1 877.0
2.1 12.1 37.0 11.1 13.1
1.2 8.9 31.4 3.8 5.0

Note: VaR figures for trading and non-trading portfolios was summed and does not effect the diversification effect.
Management of Operational and Technological Risks

The management and control model for operational and technological risk is not only a competitive driver but
also a strategic factor for us. The model guides our managers in their daily activities. In addition, it ensures alignment
and compliance with Santander Group’s corporate guidelines, the New Basel Capital Accord — BIS I, relevant
Central Bank resolutions, local regulatory bodies and the requirements of the U.S. Sarbanes-Oxley Act of 2002.

To achieve these objectives, we have adopted the following organizational structure, which is part of our
corporate governance framework:

e Executive Operational Risks Committee — an independent senior committee with decision-making
autonomy. This committee is responsible for defining the strategies and guidelines throughout the Santander
Brasil Group for the management and control of operational, technological and business-continuity risks;

e  Operational Risks Unit — a committee comprised of four departments: Information Security, Special
Events (Frauds Investigation), Prevention of Fraud and Intelligence and Operational and
Technological Risks. The responsibilities of this committee include defining methodologies,
standards, policies, tools, training and procedures applicable and required for the effective and
efficient management of our operational risks; and

e  Operational and Technological Risks department — responsible for ensuring sound operational and
technological risk management practices throughout the organization in addition to guaranteeing
business continuity plans for contingency situations. This department also supports managers in
meeting their strategic objectives, by strengthening the decision-making process and optimizing
execution of daily activities, contributes to prevention and reduction of operational risk losses and
serves as the reporting unit for regulatory compliance purposes.

Environmental and Social Risk

We are currently implementing the environmental and social risk management system at Santander Brasil that
had been in place at Banco Real. Under this system, borrowers are screened for environmental and social concerns,
such as contaminated land, deforestation, labor violations and other major environmental and social issues for which
there are potential penalties. In 2008, Banco Real screened approximately 5,000 corporate customers for these types of
risks. A specialized team of biologists and geologists monitors the customers’ environmental 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. Our monitoring activity focuses on preserving our
capital and our reputation in the market. We intend to expand these screening practices to include Santander Brasil
customers in the Global Wholesale Banking segment, including training our credit and commercial areas to apply
Banco Real’s environmental and social risk standards in corporate credit approval process.
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INDUSTRY

Brazilian Banking Industry

The Brazilian financial system has experienced an important structural shift, from the high-inflation
environment in the 1980s and early 1990s towards greater monetary and macroeconomic stability since 1994, with
the introduction of the Plano Real, a set of measures taken by the government to stabilize the economy. Prior to
1994, the banking industry benefited from high inflation rates (which, according to the Central Bank, reached
34.7% of the sector’s total revenue at its peak) and was characterized by the strong presence of state-owned banks
and regulatory limitations on the participation of foreign financial institutions, resulting in lower competitiveness
and generally inefficient cost structures. The monetary stability achieved in 1994 led to a continuous increase in the
demand for credit in Brazil. This increase, combined with the loss of inflationary gains, pressured the banking
industry to improve operational efficiency resulting in a period of rationalization and consolidation. The Brazilian
government actively monitored this process through the creation of programs designed to protect savings, including
measures to ensure the system’s solvency, reduce the participation of state-owned institutions, and strengthen
competition among private banks. The federal government also reduced restrictions on the entry of foreign banks
into the Brazilian market and, as a result, their market share increased significantly.

Main Market Participants

According to data published by the Central Bank as of May 30, 2009, there were 139 multiple-service
banks, 18 commercial banks, 16 investment banks and numerous brokerage firms, financing firms and other
financial institutions in Brazil.

Public Sector

Despite the process of privatization and consolidation in the banking industry, the Brazilian federal and
state governments still control major commercial banks and other financial institutions. Government-owned
banks play an important role in the Brazilian financial system, representing 40.2% and 28.8% of the banking
system’s total deposits and total assets at March 31, 2009, respectively. Government-owned banks also have a
stronger presence in markets such as mortgage loans and agricultural credit than privately-owned banks and
act as regional development agencies.

The three main financial institutions controlled by the federal government are:

e Banco do Brasil S.A., a multi-service bank offering a wide range of banking products to both the
public and private sectors, and the Brazilian government’s main financial agent;

e Caixa Economica Federal, or “CEF”, the federal savings bank, a multi-service bank involved mainly
in taking deposits, providing home loans and financing urban infrastructure projects; and

e BNDES, which offers medium- and long-term financing to the Brazilian private sector, particularly
the industrial sector. BNDES offers financing directly and indirectly through on-lending to other
financial institutions in the public and private sectors.

Private Sector
The main private-sector financial institutions in the Brazilian financial system are:

o full service banks, which are licensed to provide a full range of commercial banking, investment
banking, including distributing and trading securities, consumer finance and other services;

e commercial banks, which are primarily engaged in wholesale and retail banking, some of them with
relevant regional distribution networks or significant participation in specific niche markets. They
are particularly active in accepting demand and time deposits as well as providing working capital
loans; and
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e investment banks, which are primarily engaged in underwriting securities and structuring
transactions.

In recent years, the Brazilian financial industry has experienced a series of acquisitions and mergers, which
resulted in an increasing consolidation of the financial industry. In August 2008, we completed the acquisition
of Banco Real, significantly increasing our presence in Brazil. In November 2008, Itat and Unibanco announced
their merger. Also in November 2008, Banco do Brasil announced the acquisition of control of Banco Nossa
Caixa S.A. and in January 2009, it announced the acquisition of a 50.0% stake in Banco Votorantim S.A.
Furthermore, in June 2009, Bradesco announced the acquisition of Banco Ibi S.A. These transactions
consolidated the presence of a few full service financial institutions with strong brands, national distribution
networks, large retail deposit bases and diversified product portfolios. Despite the large number of financial
institutions in Brazil, according to the Central Bank, as of September 30, 2009, the four largest banks and
financial conglomerates had an approximately 58.0% market share in terms of credit volume and an
approximately 67.0% market share in terms of deposits within the overall finance industry in Brazil.

The Financial Crisis and the Central Bank’s Response

After the Lehman Brothers bankruptcy in September 2008, the global financial markets experienced a
sharp decline. In an environment of increasing risk aversion and high volatility, investors and depositors
turned to quality that has benefited the large Brazilian full service banks. Mid- and small-sized banks, most of
which had their funding sources concentrated in time deposits from institutional investors, soon started to
suffer from lack of appropriate funding, and had to take measures to sustain liquidity. These measures
included the reduction or even the termination of the generation of new credit and the sale of outstanding loan
portfolios to large full service banks. In specific cases, some of the market participants decided to exit from
entire niches given the lack of appropriate and stable funding sources.

In order to increase confidence in the financial system, the Central Bank announced in 2008 and 2009
several initiatives to boost liquidity and support the mid-sized banks, including: (1) a change in the
compulsory requirements of demand deposits and time deposits, (2) delays in the compulsory payment
schedule, (3) an increase in the portion of compulsory deposits that could be released to acquire credit
portfolios from other banks and (4) the amendment to the bylaws of Fundo Garantidor de Crédito, or “FGC”,
in order to provide insurance on deposits up to the amount of R$20 million. In the beginning of 2010, the
Central Bank reverted some of the rules related to compulsory requirements to the levels which were in place
before the financial crisis.

The Brazilian full service banks largely benefited from this flight to quality by acquiring loan portfolios
at attractive prices and experiencing a reduction in the competition from other banks that were active in
specific niches, i.e. payroll loans, automobile finance and SME credit, prior to the crisis.

Recent Performance

The successful macroeconomic policy implemented by the Brazilian government during recent years
contributed to an increase in demand for credit in Brazil. The three basic principles of floating exchange rate,
fiscal surplus and inflation targets created an environment of stability that permitted the reduction in interest
rates and improvement of the government debt profile. We believe these factors had a direct impact on the
overall real income of the population and as a consequence, on the increase in the penetration of banking
products and services in Brazil. According to the Institute for Applied Economic Research, or “IPEA”,
Brazilian annual GDP per capita has duplicated from R$8,357 in 2003 to R$16,417 in 2009. Also, according
to the IBGE, the Brazilian unemployment rate decreased by 3.6% during the same period, from 11.7% to
8.1%. This favorable macro economic environment contributed to the growth of the middle class and
consequently greater demand for financial products. In addition, different human resource policies that have
been implemented in the market have contributed to the opening of bank accounts, as a significant number of
employers prefer to directly deposit their employees’ salaries into checking accounts. This has increased the
number of people with access to banking products.
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This increase in penetration of financial services can be seen in the increase of two products that are key
to banking relationships. Between 2000 and 2008, approximately 62.0 million new checking accounts were
opened in Brazil, equivalent to a compounded annual growth rate, or “CAGR”, of 8.9%. In 2000, there were
63.7 million checking accounts in Brazil, while by the end of 2008 there were 125.7 million, according to the
most recent data from the Central Bank. During the same period, the number of credit cards grew by more
than three times, from 29.0 million to 124.0 million, equivalent to a CAGR of 17.5%.

Checking accounts (millions) Credit cards (millions)

124

CAGR 8.4% 1121 CAGR 17.5%

102.6 &2
s TTA W w ##
@y 18 w0
2000 2001 2002 2003 2004 2006 2006 2007 2008 000 2001 2002 2003 2004 2005 2006 2007 2008
Source: Central Bank Source: ABECS

Credit Market in Brazil

The Brazilian credit market comprises two major types of loans: (i) mandatory or earmarked credit,
which is subject to government controlled interest rates and follows rules for funding and destination defined
by law (including BNDES loans); and (ii) market-based credit which is not subject to constraints regarding
interest rates. By December 31, 2009, of the total R$1.411 billion in outstanding credit in Brazil, 67.2% of the
portfolio consisted of market-based credit and 32.8% of mandatory or earmarked credit, according to the
Central Bank.

2005 2006 2007 2008 2009
Total Credit Qutstanding............. 607,023 732,590 935,973 1,227,294 1,411,841
Earmarked credit ...........ccooeeveenennen. 203,316 234,258 275,162 356,117 457,046
Market based credit ...........c.c.u....... 403,707 498,331 660,810 871,178 954,795
of which:
COTPOTALE ...vvvervenreererereeeeeerenenes 212,976 260,363 343,250 476,890 484,945
individuals (retail)..........c..cocve.... 190,731 237,968 317,561 394,287 469,850

Source: Brazilian Central Bank.

In terms of destination, at the same date, 63.0% of the total R$1.411 billion outstanding loans were
directed to corporate, and 32.8% to individuals. The reminder 4.2% refers to direct loans to the public sector,
not including bonds.

2005 2006 2007 2008 2009

Total Credit Outstanding............. 607,023 732,590 935,973 1,227,294 1,411,841
to public sector (excluding

bonds) ...covvevieieiieeee 20,556 18,872 18,833 27,217 58,974
to private Sector .......cceveerueruerueenne. 586,466 713,718 917,141 1,200,077 1,352,867

of which:

individuals (retail)....................... 188,784 235,816 314,353 389,541 462,457

0] 4 10 11U 397,682 477,902 602,788 810,536 890,410

Source: Brazilian Central Bank.
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Total Credit as a percentage of GDP
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Despite the steady increase in credit penetration experienced in recent years, the Brazilian financial
market still presents a relatively low credit penetration as compared to that of other developed and
emerging markets.

Total Domestic Credit as a Percentage of GDP in 2007.

o
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Brazil - 0%
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Argentina _ 130

Source: World Bank Report 2009 relating to 2007.
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Retail Credit

According to data disclosed by the Central Bank, the total outstanding consumer credit increased at an
average compounded rate of 26.5% per year since December 31, 2002, to R$469.0 billion at December 31,
2009, or 33.0% of all outstanding credit in Brazil. On the same date, personal credit and auto financing
accounted for 49.0% and 28.0%, respectively, of all outstanding consumer credit.

The following table below shows the growth of consumer credit outstanding, by product.

CAGR
2005 2006 2007 2008 2009  2005-2009
(In millions of RS)

Overdraft ACCOUNES .......oevvvviiiiiiiiiiieieeiiinnes 10,974 11,760 12,985 16,040 15,787 9.5%
Personal Credit.......c..ooooeveieeiiiiieiiieceeieeees 63,444 79,893 100,928 127,933 159,923 26.0%
Credit Card ..........oooeveeiiiiieeeeie e, 11,260 13,418 17,150 22,088 25,668 22.8%
Mortgage Financing...........ccccecvevenenenencnncn. 956 1,211 2,270 3,554 4,500 47.2%
Consumer Goods (excluding autos) .............. 10,229 10,779 12,460 11,600 9,439 -1.99%
AULOS oo 50,685 63,475 81,481 82,433 91,790 16.0%
LeaSiNg ....vevveieieieeiieie ettt 8,427 13,877 30,136 56,712 63,218 65.5%
OLhETS oo 34,756 45,554 60,150 73,927 99,525 30.0%
Total 190,731 239,968 317,561 394,287 469,850 25.3%

Overdraft facilities are usually offered by institutions that accept demand deposits, generally the major
retail banks, including the foreign conglomerates. Charges are relatively high, so we believe consumers use
this line of credit as a last resource. This type of credit is frequently used by consumers with limited access to
credit; it is unsecured and does not have to be used for a specific purpose. The major retail banks offer this
product to their existing client base through their branch network, while niche focused small and mid sized
banks do so through small outlets in Brazil’s major cities.

Payroll loans are an alternative source of unsecured consumer credit in Brazil. Because installment
payments are deducted directly from the borrower’s payroll, interest rates are lower than those charged on
traditional credit lines. According to the Central Bank, payroll loans have a low level of default and represent
the fastest-growing type of consumer credit in Brazil. Historically, the cost of access to more traditional credit
facilities has been high, for various reasons, including competition within the banking industry, legal and
institutional limitations and the nature of the credit risks. As a more attractive alternative to unsecured
consumer credit, payroll loans have replaced some of the traditional consumer credit products.

The vehicle financing market is dominated primarily by the major retail banks that are gradually taking
over this market, which was once dominated by the financing arms of automakers. The interest rates in this
market are very competitive and access to an attractive source of financing is an important advantage. The
smaller institutions acting in this market in most cases focus on pre-owned vehicle lending products. Default
rates are relatively low as compared to other credit lines and the loans are secured by the goods being
financed. Credit card financing is dominated by the major retail banks that operate their own labels associated
with international labels such as MasterCard and Visa. This type of financing has relatively high levels of
default; as a result, interest rates are also higher than that of other credit lines.

In-store financing relates to financing of durable consumer goods such as construction materials and
household appliances, as well as non-durable goods, such as clothing and food. The in-store financing market
is the most fragmented consumer finance market in Brazil. The major retail chain stores traditionally finance
their customers’ purchases. In recent years, however, stores have reached agreements with banks interested in
taking over these financing operations.

Payroll loans are an alternative source of unsecured consumer credit in Brazil. Because installment
payments are deducted directly from the borrower’s payroll, interest rates are lower than those charged on
traditional credit lines. According to the Central Bank, payroll loans have a low level of default and represent
the fastest-growing type of consumer credit in Brazil. Historically, the cost of access to more traditional credit
facilities has been high, for various reasons, including competition within the banking industry, legal and
institutional structures and the nature of the credit risks. As a more attractive alternative to unsecured
consumer credit, payroll loans have replaced some of the traditional consumer credit products.
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Corporate Credit

The heritage of high inflation and the lack of long term credit lines to Brazilian corporations resulted in
an overall relatively low level of corporate leverage. Despite that, according to the Central Bank, the volume
of corporate credit (including regulated funds) increased significantly from R$283.3 billion in December 2003
to R$890.4 billion in December 2009, representing an average CAGR of 17.7%. Of the total amount, loans of
up to R$100,000 and between R$100,000 and R$10.0 million represents respectively 16.4% and 37.6% of
total corporate credit. The table below reflects the evolution of corporate loans by amount in billions of reais.
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Loans ranging between R$100,000 and R$10.0 million represent the greatest portion of corporate credit,
accounting for 37.6% of the total amount as of November 2009. There is a trend towards extension of the
average maturity of corporate loans in Brazil. Although very short-term loans (maturing within 180 days) still
accounted for 36.0% of the total loans to corporations in Brazil as of December 2009, medium- and long-term
loans have increased between December 2002 and December 2009 according to the Central Bank.

The key products available to corporations are revolving credit, working capital loans, “compror” and
“vendor” loans, and note discounting, as described below.

Revolving credit is a short-term revolving line of credit available to companies, which guarantees
immediate liquidity. In general, the interest charged is calculated daily based on the outstanding balance plus
a tax on financial transactions, payable on the first business day of the month following the transaction.

Working capital loans consist of advances of funds to meet borrowers’ working capital needs. In general,
the repayment period is up to 180 days. The “vendor” loan, or receivables financing, consists of financing so
that a company can sell its products on credit while receiving payment in cash. The main advantage of this
type of financing is that the sale is not financed directly by the company selling the product and as a result, the
calculation base for the collection of tax and sale commissions is smaller. The “compror”, or payables
financing loan is the opposite of the “vendor” loan in that it allows the buyer to extend the repayment period
of a purchase without involving the seller because the buyer is the obligor of the loan.

Note discounting transactions consist of providing advances on amounts relating to instruments such as
trade acceptance bills, promissory notes, credit card sale receipts or postdated checks aimed at anticipating the
cash flow of the borrower companies. Recourse against the borrower is guaranteed to the bank processing the
discounting in the event of non-payment of the notes.
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Mortgage Financing

The mortgage market is still developing in Brazil, with total credit lines accounting for only 2.0% of the
GDP in 2007 as outlined in the graph below.

The table below provides the level of mortgage loans as a percentage of GDP in selected countries.
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We believe the level of real estate financing in Brazil will grow as a result of several structural trends.
According to the IBGE, the housing deficit in Brazil as of December 31, 2007 exceeded 7.2 million
households. Most of this deficit is concentrated in the Southeast region of Brazil (37.2%), followed by the
Northeast (34.2%), South (11.2%), North (10.3%) and Center-West (7.0%).

In addition, one of the priorities of the current Brazilian government is to stimulate growth of the housing
construction sector, as a means to address the housing shortage and providing employment. The government
has adopted a number of important policies with the aim of bolstering real estate demand through tax
incentives and expanding the home loan market, including:

e tax incentives and exemptions;
e increasing house-builders’ security by offering guarantees on properties;

e increasing home buyers’ security through a special tax system that separates the house-builders’
assets from the specific building projects’ assets; and

e simplifying and intensifying the enforcement of foreclosure laws.

We expect the reduction in interest rates and controlled inflation, combined with the existing housing
deficit and government support to contribute to an increase in demand for mortgage financing in Brazil.

Asset Management

According to ANBIMA, the asset management industry in Brazil has been growing at significant rates in
recent years. The volume of assets under management grew approximately 4.5%, from R$1,187.8 million as
of July 16, 2008, to R$1,241.5 million as of July 16, 2009. Since 2002, the investment fund industry has
undergone material changes, resulting from regulations that assigned the supervision of this activity to the
CVM. These regulations encouraged market players to adopt better corporate governance practices and
increase transparency in the management of investment funds.

The asset management industry in Brazil is concentrated among fund managers controlled by large
financial conglomerates, making access to retail distribution channels particularly important for the industry.
The main clients of this industry are institutional investors, such as private pension entities, insurers and
private banking clients. Some of the main drivers that which contribute to the growth of the asset management
industry are as follows:

e economic stability in Brazil and increased disposable income and savings;
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e cexpansion of the insurance and private pension markets influenced, in part, by the growth of products
such as private pension plans (for example, both VGBL and PGBL) whose assets increased the
volume of assets under management of the Brazilian mutual fund industry;

e improved credit ratings of Brazilian issuers;

e increased access to financial products offered over the internet;

e refinements to Brazilian mutual fund regulations; and

e improved conditions in the Brazilian capital markets.
Insurance

Insurance revenues in Brazil are generated by the sales of auto, other property and casualty, health, credit
life and life insurance policies (which includes both life and personal injury insurance policies but excludes
private pension (VGBL) plans).

In recent years, the Brazilian insurance industry has posted strong figures. According to SUSEP, from
2002 to 2008, the annual growth rate of total direct premiums was approximately 183.6%, which is 68.9%
higher than the growth in the global insurance industry and 6.1% percentage points higher than the Brazilian
nominal GDP growth.

Brazil, however, is an under-penetrated market in terms of insurance products. According to SwissRe in
its Sigma report as of May 2009, Brazil was ranked the 17th largest insurance market globally, behind smaller
economies such as South Africa, the Netherlands and Australia. In 2008, the Brazilian insurance industry
contributed 3.0% to the GDP, 4 percentage points below the global average of 7.0%. In terms of premiums
per capita, Brazil still lags behind with U.S.$245 versus the world average of U.S.$634 per year.
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BUSINESS

History
Santander Group in Brazil

The Santander Group has expanded its footprint worldwide through a number of acquisitions and the
successful integration of the acquired businesses to achieve synergies.

In 1957, the Santander Group first entered the Brazilian market through an operating agreement with
Banco Intercontinental do Brasil S.A. Since the 1990s, the Santander Group has sought to establish a strong
Latin American presence, particularly in Brazil. The Santander Group pursued this strategy through organic
growth as well as acquisitions. In 1997, the Santander Group acquired Banco Geral do Comércio S.A., a
medium-sized retail bank, which subsequently changed its name to Banco Santander Brasil S.A. In the
following year, the Santander Group acquired Banco Noroeste S.A. to further strengthen its position as a retail
bank in Brazil. In 1999, Banco Noroeste was merged into Banco Santander Brasil. In January 2000, the
Santander Group acquired Banco Meridional S.A. (including its subsidiary Banco Bozano, Simonsen S.A.), a
bank active in retail and wholesale banking primarily in Southern Brazil.

Since 1997, the Santander Group has consistently demonstrated its ability to execute significant
acquisitions in Brazil, integrate the acquired companies into its existing business and improve the acquired
companies’ operating performance. This was the case, in particular, with the acquisition in November 2000 of
Banco do Estado de Sao Paulo S.A., or “Banespa”, a bank owned by the State of Sao Paulo. Through this
acquisition, the Santander Group transformed itself into one of Brazil’s largest financial groups with strong
retail and wholesale banking operations strategically positioned in the South and Southeast of the country.
Following the acquisition, the Santander Group implemented an information technology modernization at
Banespa. Within a year of the acquisition, Banespa’s efficiency ratio improved significantly.

Despite operating in Brazil under different legal entities, the Santander Brasil Group has had centralized
management and administrative functions since 2000. In 2006, the Santander Brasil Group, following
shareholder and Central Bank approval, consolidated its investments into one entity — Banco Santander
Banespa S.A., which was renamed Banco Santander (Brasil) S.A. on April 17, 2009, thereby simplifying our
corporate and tax structure, improving our operating efficiency and reducing administrative costs through the
integration and upgrade of the different information technology platforms. In 2007, the Santander Group
implemented a brand unification program.

Banco Real Acquisition

On November 1, 2007, RFS Holdings B.V., a consortium comprising Santander Spain, The Royal Bank
of Scotland Group PLC, Fortis SA/NV and Fortis N.V., acquired 96.95% of the shares of ABN AMRO, the
controlling shareholder of Banco Real. On December 12, 2007, the Brazilian antitrust authorities (Conselho
Administrativo de Defesa Economica — CADE) approved without conditions the acquisition of ABN
AMRO’s Brazilian entities by the consortium. In the first quarter of 2008, Fortis and Santander Spain reached
an agreement whereby Santander Spain acquired the right to the Brazilian asset management activities of
ABN AMRO, which Fortis had acquired as part of the consortium’s purchase of ABN AMRO. On July 24,
2008, Santander Spain took indirect share control of Banco Real, which it then incorporated into the
Santander Group to consolidate its investments in Brazil. At shareholders meetings of each of Santander
Brasil and Banco Real held on August 29, 2008, the acquisition by Santander Brasil of Banco Real’s share
capital was approved through a share exchange (incorporag¢do de agdes), and Banco Real became a
wholly-owned subsidiary of Santander Brasil. At the time of the share exchange (incorporagdo de agées),
Banco Real was the fourth largest private Brazilian bank in terms of assets. As a result of the share exchange
(incorporagdo de agdes), Santander Brasil became the third-largest private bank in Brazil in terms of assets.
On April 30, 2009, Banco Real was merged into Santander Brasil and ceased to exist as a separate legal entity.
The merger is pending approval by the Central Bank.
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Integration of Santander Brasil and Banco Real

We began integrating the operations of Banco Real into Santander Brasil shortly after the share exchange
(incorporagdo de agoes) was approved on August29, 2008. As part of this process, we established
an “integration office”, responsible for coordinating our integration plans, providing support and planning.
Prior to initiating the integration process, we established certain key goals to structure and conduct the
integration, including:

e maintaining and improving customer service;

e identifying operational strengths of each bank and maintaining and leveraging such strengths;
e cstablishing a new business culture among our employees, focusing on our strengths;

e retaining and developing trained and talented employees; and

e achieving annual operating and financial targets.

One of our objectives in developing our integration plan was to identify the strengths of each bank in
each of the areas identified above and developing an overall strategic vision for the combined operations. As
part of this process, we conducted extensive reviews over a two-month period comparing, among others, each
bank’s operating model, brand awareness and human resources practices to identify and establish the best
practices at each bank that would be used when integrating the operations of both banks. In addition, in an
effort to identify the best practices of each bank, approximately 900 individuals across the two banks, from
technicians to systems operators, were involved in our “plans for project definition”, pursuant to which they
identified and analyzed the differences across the two banks’ technology systems, products, operating
processes and policies. Based on these efforts, we developed an “Integration Framework™, setting forth the
requirements for a fully integrated bank operating under the Santander brand, with a consistent business
model and credit and operational risk management.

Our Integration Framework encompasses four main initiatives:

e  Systems Plan: Identify the different functions of the information technology system of each bank and
implement the transition to a single information technology platform, designing contingency plans
and processes for information technology conversion. Santander Brasil’s information technology
platform was chosen as the base platform due to its robustness, flexibility and user-friendly interface.
The information technology platform, which we expect to implement fully in 2010, is designed to
utilize the best practices of both banks.

o [Integration Steps: ldentify different steps to present the future vision of the business, process and
policies of the two banks. Of these steps, approximately half of them have already been completed
and the remaining steps are in process and are expected to be completed by the end of 2009. One
recently initiated step is the integration of branch networks, which will be an area of primary focus
until the information technology systems integration is complete.

e Synergies: Identify methods to take advantage of cost synergies across the organization.

e Change: Monitor and evaluate changes resulting from the integration. Our change management team
is focused on defining the necessary steps to take advantage of positive changes resulting from the
integration and to minimize negative changes. Such steps include, among others, employee training
and development, developing and maintaining clear internal communication and customer
communication.
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The integration process is moving according to schedule. Several important stages were completed in
2009, relating to the unification of the back office, wholesale banking, enterprises, corporations, private
banking and the integration of the ATMs for key banking operations. 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 through a single product offered to the clients of both banks. Notable among
the initiatives taken in the fourth quarter 2009 are:

e the integration of brokerage entities;

e the unification of customer service models, reducing the involvement of branches in operational
activities;

e the offering of products from both networks, such as the Flex Card and Van Gogh services
to Santander’s high-income clients;

e the unification of our administrative offices;

e the definition of the unified commercial model and implementation of a model that focuses on closer
relations with clients, business efficiency and a balance between results, productivity and quality; and

e the creation of a unified platform for insurance offerings (personal accident, residential and auto
insurance), with additional insurance partners (Maritima and SulAmerica).

In addition to integrating our operations, we have implemented new employee policies, covering five
main areas: health, wellness, personal and professional development, family, and day-to-day employee life,
and we have established a new employee structure. We are in the process of establishing our model and policy
for risk management in retail banking, which is one of the final steps in the process of integrating our credit
and market risk practices.

We expect that the integration will generate cumulative cost synergies of approximately R$2.4 billion and
revenue synergies of approximately R$300 million by December 31, 2011. In 2009, we had R$1.1 billion in
cost synergies, above our initial expectation of R$800 million. 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 “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Other Factors Affecting Financial Condition and Results of
Operations—Goodwill of Banco Real.”

Business Overview

The following chart sets forth our operating segments and their main focus.

Commercial Banking Global Wholesale Banking Asset Management and Insurance
* Retail banking * Global corporate clients, or GB&M  Asset management
— Individuals * Treasury * Insurance

— Small and medium-sized businesses
with annual gross revenues of less
than R$30 million, or “SMEs”

* Enterprises with annual gross
revenues in excess of R$30 million
but less than R$250 million

* Corporations with annual gross
revenues in excess of R$250 million
(other than global corporate clients)

* Consumer finance
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The following table sets forth the breakdown of our net interest income and profit before tax by
operating segment.

For the Year Ended December 31,

Net Interest Income Profit before tax
2008 (Pro 2008 (Pro
2009 Forma) 2008 2007 2009 Forma) 2008 2007
(In millions of R$)

Commercial Banking .............. 20,260.3 17,719.1 10,197.1 5,491.8 4,894.4 2,919.3 877.5 1,111.9
Global Wholesale Banking...... 1,766.8 1,439.6 1,213.5 693.3 2,650.8 1,835.2 1,526.4 1,482.8
Asset Management and

Insurance..........ccccocveveveenenne. 139.9 72.3 32.8 10.2 591.8 317.5 144.9 92.4
Total 22,167.0 19,231.0 11,438.0 6,195.3 8,137.0 5,072.0 2,548.8 2,687.1

(1) Does not include insurance operations that became part of the segment following the restructuring.
Commercial Banking

Our Commercial Banking segment’s activities include products and services for retail customers,
enterprises and corporations (other than global corporate clients who are served by our Global Wholesale
Banking segment) and our consumer finance business.

Retail Banking

Our retail banking customer base includes individuals and SMEs with annual revenue of less than
R$30 million and certain government institutions. Individual customers are divided into private banking
customers, with a minimum of R$1.0 million in assets available for investment; high income customers, with
monthly income in excess of R$4,000; mid income customers, with monthly income between R$1,200 and
R$4,000; and low income customers, with monthly income below R$1,200. We believe that our clear
customer classifications allow us to target customers with products that fit their specific needs. Our focus is
on high and mid income customers, areas in which we see growth as a result of continued high social mobility
in Brazil, accompanied by rising income levels.

We follow different service models for each customer class:

e High-income customers: Our model includes exclusive branches and differentiated areas in our
regular branches and is based on personal relationships with our account managers, to provide
privacy, priority and special attention to these customers.

e Mid-income customers: We use a multi-channel service model, supported by our account managers.
We provide differentiated services to customers we view as upwardly mobile.

e Low-income customers: Our emphasis is on serving customers through alternative channels. In our
branches, these customers are served under a standardized model through pools of managers, with a
sales-oriented approach. Differentiated services are offered to customers we view as upwardly mobile.

e SMEs: For medium-sized enterprises, our model is centered on a relationship with the account
manager while for small-sized enterprises, we rely more on multi-channel distribution. Special
platforms are used to offer differentiated services to clients with a high earnings potential.

At December 31, 2009, our retail banking operations had approximately 22.3 million customers,
consisting of approximately 21.3 million individuals and 1.0 million SMEs, an increase of 1.3 million
individuals and 97,000 SMEs, respectively, from December 31, 2008. At December 31, 2009, we had
approximately 10.2 million current account holders according to data from the Central Bank, an increase of
1.0 million customers from December 31, 2008.
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The range of products and services we offer to our retail customers includes:

current accounts, saving accounts and time deposits;

loans to individual customers, including consumer finance, personal loans and payroll loans;
credit cards;

loans to SMEs;

agricultural loans;

mortgages;

leasing;

insurance and asset management products;

private retirement plans; and

cash management services for SMEs.

In our retail banking business, we provide a broad range of products and services, and centralize banking
transactions of our customers in order to increase the number of products used per customer. Our goal is to be the bank
of choice for our customers, in particular in the high and mid income classes. In the year ended December 31, 2009,
our average individual customer had 13.9 banking transactions per month (including queries).

Deposit-Taking Activity

We offer our customers a variety of deposit products, such as:

current accounts (also referred to as demand deposits), which do not bear interest;

traditional savings accounts, which currently earn the Brazilian reference rate for savings accounts
(taxa referencial) plus 0.5% per month, as set by the federal government; and

time deposits, which are represented by certificates of bank deposits, or “CDBs”, which normally
have a maturity of less than 36 months and earn interest at a fixed or floating rate.

In addition, we accept deposits from financial institutions as part of our treasury operations, which are
represented by certificates of interbank deposit, or CDIs, and which earn the interbank deposit rate.
In addition to representing a significant source of stable funding for us, we regard each account holder
as a potential customer for the full range of products and services we offer.

The table below presents a breakdown of our deposits by product type at the dates indicated.

At December 31,

2009 2008 2007

(In millions of R$)

Customer deposits

CUITENT ACCOUNLES ......vvvvvereeeeeeiiiieeeeeeeeeciteeeeeeeeeeireeeeeeeeeennns 15,140 15,298 6,588
SaAVINGS ACCOUNLS.....c.ueiiiieriiieiieeiieeieesieeerieeereeseeenseeereenns 25,216 20,643 6,288
Other demand depoSits.........cceveereerierieriiiieneee e - - 26
TIMe dePOSILS..ccveruririeiieriiirieeierterteeeee e 74,634 88,880 26,028
Repurchase AGreements............oo.vvuevevvereeeeeerevereseneneennnn. 34,450 30,674 16,281
Total customer deposits 149,440 155,495 55,211

Deposits from the Brazilian Central Bank
and credit institutions

TImMe DEPOSILS ..cuveruiiriiiiiriirieeieeteriteeere e 20,838 26,721 11,949
Other demand aCCOUNLS.......cc.eeevvieeiieiiieeiee et 195 66 61
Repurchase agreements.................oeveervrervversenessenensennnnnes 164 31 6,834
Total 21,197 26,818 18,844
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Credit Operations

The following table shows a breakdown of our credit portfolio by client category at the dates indicated.

Change, December 31, 2009 vs.

At December 31, December 31, 2008
2009 2008 2007 R$ Million %
(In millions of RS)

Retail ..oooevieeiiieeeeecceeeee e, 62,578 58,748 17,766 3,831 7%
IndividualS........cooveeeiieiiieiiicieeieeae 41,394 36,879 13,515 4,515 12%
SMES ...ttt 21,184 21,869 4,251 (684) -3%
Consumer finance..........cc.cccoeeveeeennn... 25,892 25,108 4315 784 3%
ENterprises......ccceeveveeneenieeneneeeeenee. 8,706 10,203 2,812 (1,497) -15%
COrporations ..........ceceeveereeeneeneeeeennnn. 7,765 8,915 3,168 (1,150) -13%
Global corporate clients...................... 26,347 30,928 12,066 (4,581) -15%
Total 131,288 133,902 40,127 (2,614) 2%

Retail Lending

We offer our retail lending products to customers through our extensive branch network and on-site
service units. See “—Distribution Network.” We divide our customers into separate categories based
principally on their monthly income (for individuals) and annual gross revenues (for businesses). We tailor
our products and services to the needs of each customer classification.

We make credit available to our customers through the various loan products listed in the table below.
The table sets forth our individual customer loan portfolio at the dates indicated.

Change, December 31, 2009 vs.

At December 31, December 31, 2008
2009 2008 2007 RS Million %
(In millions of R$)
Payroll 1oans........cccccevveveeierieeieen. 7,641 7,244 2,400 397 5%
Account overdraft loans ..................... 2,713 2,939 882 (226) (8%)
Consumer finance...........cccceeeeeeunneen.. 1,979 1,694 942 284 17%
Personal 10anS.........ccooevuveeeveiiiicnnnnenne. 10,547 9,873 2,613 674 7%
Credit cards.......ccocoeevveeeecieeeecieeeenen. 7,587 6,490 2,434 1,098 17%
MOTtZAZES .....eeveeieeiieieeieeieeeesee e 5,137 4,568 1,663 570 12%
OMhET(1) e 5,790 3840 2,581 1,950 51%
Total 41,394 36,648 13,515 4,746 13%

(1) Other includes agricultural loans, BNDES on-lending, and overdraft facilities.
Personal Loans

A personal loan is similar to a consumer loan except that the proceeds may be used for general purposes.
Personal loans have maturities of up to 48 months and the monthly installments to be paid by the customer
may not exceed 30.0% of such customer’s monthly salary.

Payroll Loans

Payroll loans are a typical retail product with a differentiated method of payment. Monthly installments
are deducted directly from the customer’s payroll by their employer and then credited to the bank. We believe
that this significantly reduces the credit risk. Our customers are typically employees from the public sector or
state pension holders (together representing approximately 73.0% of our credit portfolio). No single entity is
responsible for more than 10.0% of our payroll loans in the aggregate. This product represents approximately
22.0% of the retail credit market in Brazil. We had an approximate 7.0% of market share in payroll loans at
December 31, 2009, according to the Central Bank.
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Credit Cards

We participate in the credit card market through the issuance of Visa and MasterCard credit cards to our
customers (deposit account holders and non-deposit account holders). Our income from credit cards includes
interchange merchant fees, interest on credit card balances, annual cardholder fees and fees charged for cash
advances. We market our credit cards through our branch network and direct sales (telemarketing, customer
care centers and direct marketing campaigns). As of December 31, 2009, we had issued approximately
9.7 million credit cards, which were accepted at sales outlets worldwide. Our strategy is based on market
share and profitability growth, through product innovation and aggressive customer acquisition efforts. Since
2006, we have launched credit card products designed to fit the needs of various customers’ profiles and
aimed at encouraging demand for our products. These differentiated credit cards have allowed us to increase
our card portfolio by approximately 66.1% since 2006. Nearly all of the growth in this product offering is due
to innovative products created by Santander, such as Santander Light, a credit card with a lower interest rate
than other credit cards, and Santander Reward, a credit card that offers cash back.

On January 14, 2010, we entered into an association agreement with Getnet Tecnologia em Captura ¢
Processamento de Transagdes Eletronicas Hua Ltda. (Getnet) to, jointly operate, develop and sell, in the
Brazilian market, services to capture and process credit and/or debit cards transactions.

Account Overdraft Loans

Account overdraft loans (cheque especial) are made available under an overdraft facility, subject to a
limit for each customer established based on a dynamic scoring system. Given that it is an unsecured product,
the product carries a higher interest charge than any of our other financing operations.

Consumer Finance

We provide consumer finance products to deposit and non-deposit account holders through Aymoré
Financiamentos S.A., a financing company specializing in providing consumer credit directly to borrowers or
through intermediate agencies. At December 31, 2009, we had over 10,000 active dealers, 1,300 sales
employees and 150 branches throughout Brazil. Our core business, vehicle financing, comprised
approximately 86.0% of our consumer finance business at December 31, 2009, and we had a 16.5% market
share in terms of credit portfolio in the Brazilian vehicle finance business at the same date, according to the
Central Bank. We specialize in the financing of goods and services through customer direct credit or leasing.
We also finance various products and services, such as computers, tourism, furniture, hospital and
odontological equipment, nautical equipment, automobile parts and automotive services. We focus on
offering fast credit approval, and our consumer finance business is supported by our long-standing
relationships with important companies such as Renault, Peugeot, Citroén, Dell, and Microsoft. Our
acquisition of Banco Real was complementary to our pre-existing operations because Santander had a
relatively small market share in consumer finance operations compared to Banco Real.

Mortgages

We offer loans to our customers for the purchase of real estate secured by mortgages. In 2005, we were
the first bank in Brazil to offer a mortgage product with monthly fixed installments with a maturity of up to
10 years. We currently offer mortgages with a maturity of up to 30 years. We also offer credit lines to
corporate customers in the real estate construction industry for the financing of up to 80% of the project
construction cost. We have a leading position in this business among non government-owned banks and, at
December 31, 2009, we had a 9.0% market share in Brazil in terms of amounts outstanding, according to the
Central Bank.

In addition, as a result of the acquisition of Banco Real and our strategy of launching innovative products,
we believe we have achieved a leading position among private banks in the housing loan sector. For example,
we have used the Santander Group’s expertise in certain products which have been successful in other
countries to launch the first mortgage loan offered by a private bank in Brazil with fixed or inflation index
linked installments of a 30-year maturity. At December 31, 2009, total housing loans, including new
construction loans, amounted to R$9.0 billion, representing approximately 6.4% of our total credit portfolio.
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On average, the loan-to-value ratio of our housing loans is 55%. We do not offer mortgage loans that
do not meet the prime standards, that is, we do not make any loans for more than 80% of the value of the
property to be purchased, borrowers must meet certain minimum monthly income levels as evidenced by
recent payroll information and tax returns, and payments may not exceed 27% of borrowers’ monthly income.
Borrowers must provide satisfactory documentary evidence to confirm their employment or other types of
revenue and to otherwise evaluate their credit risk profile.

Corporate Lending (for Customers Served by our Commercial Banking Segment)

We offer a wide range of credit products to our corporate customers, including general corporate and
working capital financing, lease financing and foreign trade financing, as well as deposit-taking and other
services. As of December 31, 2009, we had approximately 1.0 million SME customers, approximately 4,700
enterprise customers, which we define as companies with annual gross revenues of between R$30 million
and R$250 million, and 600 corporate customers, which we define as companies with annual gross revenues
exceeding R$250 million. Our corporate customers include companies across all industry sectors. Our SME
and corporate client coverage is through our officers who are allocated according to the customer’s geographic
location. We have client coverage officers in Rio de Janeiro, Belo Horizonte, Porto Alegre and Recife.

The table sets forth our SME loan portfolio at the dates indicated.

Change,
December 31, 2009 vs.
At December 31, December 31, 2008
2009 2008 2007 RS$ Million %
(In millions of RS)
Agricultural lending — specific funding.............. 2 6 5 @) (74%)
Agricultural lending — required reserves ............ 125 125 52 0) 0%
Working capital 10ans...........ccccevevereneeienenenenne 9,144 8,218 928 926 11%
Buyer financing ..........ccceeevvvevievieeieeieneeieeieenn 29 194 36 (165) (85%)
Vendor financing...........ccceevvevveereeienieneeneenieennn. 4 8 2 @) (50%)
Discounted receivables..........coceeevvieerieecniiecreeennen.. 261 419 181 (158) (38%)
Overdraft facility .......cccoeeverievieciieiecieece e, 2,969 4,573 1,077 (1,604) (35%)
COMEX ..ttt sttt ettt st neens 120 176 52 (56) (32%)
Refinancing .........cecevevevienieniieiecieceeeee e 1,372 713 126 659 92%
Special credit.......cocevieiierierieeeeeeee 11 34 33 (23) (68%)
BNDES on-lending...........ccccceverieerieieieiaienns 1,216 1,118 76 98 9%
Agricultural equipment financing...........c...c......... 20 17 19 3 18%
Agricultural on-lending(1).......ccccoveeevieninnennnnnn. 29 25 - 4 17%
Account overdraft loans ...............cccoeeeeeineinne. 1,013 1,515 352 (502) (33%)
CDC/1aSING ....eveveeeieiieeieeieereere e 2,430 2,828 75 (398) (14%)
OMNEI(2) e 831 561 38 270 48%
Total 19,575 20,529 3,052 (954) (5%)

(1) On-lending of funds borrowed by Brazilian financial institutions from foreign lenders, in accordance with
specific Central Bank regulations.
(2) Other includes credit cards and mortgage finance products.

BNDES On-Lending

We provide medium and long term financing for the development of investment projects, the
commercialization of machinery and equipment, exports and working capital. On these transactions Santander
acts as the accredited financial institution, transferring resources from BNDES, according to the rules and
credit limits previously set.

BNDES resources come from the Social Integration Program (Programa de Integragdo Social), or
PIS/PASEP, the Worker Aid Fund (Fundo de Amparo ao Tabalhador), or FAT, the National Treasury and
others, devoted to finance the economic growth of the country financing expansion projects, modernization
and infra-structure adequacy, including the acquisition of machines, equipment and heavy vehicles.
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These operations are generally granted at attractive interest rates and with a maturity rate up to ten years,
exceeding the available maturity for most of the other transactions in Brazil.

By financing loans with BNDES resources, Santander does not take risks on rates. We take, however, the
company’s credit risks and therefore we apply the same credit analysis criteria that we use for our other loans.
This product is offered to every segment including our Global Banking & Market clients.

Agricultural Lending

The table below sets forth our balance of loans outstanding to customers in the agricultural sector, broken
down by size, geography and type.

At December 31,
2009 2008

(In millions of RS)
Customer Size
001 1 () SRS 1,792 1,369
MEATIUM(2) .ttt ettt ae e snneenees 898 1,090
Large(3) .o oveeeeeeieieeie ettt 692 1,438
Geography
NOIth/NOITREAST ... 29 33
CeNtIal WESE ..o e 113 130
SOULNEAST ...eeiiiiiiiieeeee e 2,334 2,687
SOULN. ... 906 1,047
Type
FarMing ......ccoooieiiieiieiieie ettt ettt ese e e 2,442 2,772
LAVESTOCK ...t 657 1,028
DIAITY ..ottt ettt nneas 283 255

(1) Includes borrowers in the agricultural sector with annual gross revenues of less than R$30 million.

(2) Includes borrowers in the agricultural sectors with annual gross revenues more than R$30 million but less
than R$250 million, which we call “enterprises”, and corporations with annual gross revenues in excess
of R$250 million (other than Global Banking & Markets customers).

(3) Global Banking & Markets customers.

Our agricultural lending program provides financing primarily for our global corporate clients and
corporate medium and large-sized customers. We finance the principal steps of the agribusiness chain,
providing loans for harvesting, storage and sales, as well as hardware investments. Loans are usually secured
by mortgages, alienation in trust over the crop and equipment. Due to our established presence in this sector,
such loans represent a significant portion of our total credit portfolio.

We offer our agribusiness customers general working capital, account overdraft loans, fund management,
leasing and trade finance, as well as BNDES funding. Our goal is to allocate loans across agribusiness
customers keeping an average amount of approximately R$100 million per transaction. This loan allocation
process is carried out in stages, resulting in lower borrower default rates in the agricultural sector. As
determined by the Central Bank, Brazilian banks may use funds from their reserve deposits at a fixed rate of
6.75% per annum to fund agribusiness loans. Central Bank regulations require banks to apply at least 30.0%
of cash deposits to agribusiness loans. If a bank is unable to meet this threshold it is required to transfer the
surplus amount to a non-interest bearing account with the Central Bank.

In 2009, we began offering insurance products for agribusiness operations through an agreement with
Seguradora Brasileira Rural (SBR), an insurance company outside of the Santander Group, pursuant to which
our customers are insured from weather risks which ultimately mitigates our operational risk. As of
December 31, 2009, our insurance portfolio with SBR amounted to approximately R$134 million.
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Leasing

We provide leasing for motor vehicles (including cars, vans and tractor-trailers), machinery, equipment
and other items for personal and business-related use. As of December 31, 2009, our lease asset portfolio
consisted of R$12.2 billion in motor vehicles and R$1.4 billion in machinery, equipment and other items for
personal and business-related use. Our total lease asset portfolio at December 31, 2009 of R$13.6 billion is
divided into the following classifications: individuals customers (R$10.6 billion), corporate service customers
(R$1.6 billion), industry sector customers (R$0.7 billion) and other classifications (R$0.7 billion). Lease
credit applications are subject to the same approval process as other individual or corporate credit operations,
with initial analysis undertaken at the branch that originates the transaction. If the customer is a corporate
customer, a successful application is sent to the Credit Risk Department for further review. Lease terms are
typically for a period between two and five years.

Private Banking

The private banking business serves a selected group of clients with a minimum of R$1.0 million in assets
available for investment, aiming to deeply understand their short and long term objectives, needs and risk
tolerance. Our relationship managers work to develop an ongoing partnership offering the most compatible
solutions that best fit each client profile. The private banking business offers to its clients a comprehensive
range of financial products and services. As of December 31, 2009, our private banking business managed
approximately R$27.0 billion in assets and had approximately 6,500 private banking accounts.

Global Wholesale Banking

We are a leading wholesale bank in Brazil and offer financial services and sophisticated and structured
solutions to our customers. In 2008, Banco Real’s and Santander Brasil’s wholesale banking divisions were
successfully integrated. In 2009, we have maintained our focus on four core pillars: (1) strengthening
customer relationships, (2) emphasizing performance and productivity to ensure growth, (3) managing risk
profiles and (4) solidifying the recognition of our global brand for product distribution.

Our wholesale banking business focuses on global corporate clients (to which we refer as Global Banking
& Markets customers) — approximately 700 large Brazilian companies and multinational conglomerates,
including the largest companies in Brazil. We also serve multinational subsidiaries of our global clients.
Our clients in this business span a range of industries, including energy and resources, telecommunications,
financial, construction, infrastructure, agriculture, retail, industrial (including automobile manufacturers)
and service sectors. Coverage of these clients is allocated by industry.

Our wholesale banking customers benefit from the global structure of services provided by the Santander
Group with its worldwide integrated wholesale banking network, global services solutions and local market
expertise. The Santander Group has a global account management structure with a presence in Europe, the
United States and elsewhere in Latin America. This structure allows services to be provided in an integrated
fashion. Our wholesale business provides our customers with a wide range of domestic and international
services, and seeks to provide solutions specifically tailored to the needs of each customer. The Global
Wholesale Banking segment’s products and services are available not only to our GB&M clients, but also
to corporate and SME customers.

The main products and services we provide are:

e Global Transaction Banking, which includes cash management, trade finance and funding
alternatives to institutions with international operations;

e Credit Markets, which includes origination units, distribution of structured credit and debt products,
debt capital markets and project finance;

e  Corporate Finance, which includes mergers and acquisitions, asset and capital structuring and equity
investments;
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e Equities, which includes equity capital markets, equity derivatives, exchange traded derivatives,
global custody and securities services, cash equities and equity research;

e Rates, which offers our customers derivative products, foreign exchange transactions (including
for individuals) and other financial products and structures;

e  Market Making, which is responsible for the pricing of client deals originated by the sales force from
our corporate, institutional, private banking and retail operations; and

e  Proprietary Trading, which is responsible for the management of the Bank’s proprietary books and
the establishment of a relevant presence as a leading liquidity provider across all local markets.

Global Transaction Banking

We created our global transaction banking product areas to address our customers’ needs for local and
global commercial banking solutions, in particular in the areas of trade finance transactions and cash
management activities. The Santander Group separated these businesses from our corporate and investment
banking operations as part of our worldwide strategy to address ongoing commercial and financial
globalization and internationalization.

Trade Finance. We believe we have a strong market position in transactions related to cross-border
financings and guarantees (both trade and non-trade) and trade services. According to the Banking Meeting
Report, in 2009, we ranked third in trade finance transactions and first in guarantees and import transactions.
Our team of experts provides a complete range of products and services (including trade finance, trade
services, export credit agency finance), particularly those related to import and export activities. We have
recently developed a Global Services web portal, a delivery channel that allows exporters to create, send and
control their export collection transactions.

Cash Management. Our cash management business offers our customers local banking services and
financial products. It provides lending, receivables financing and working capital lines in addition to a variety
of transactional services such as payments, collections, account balances and other cash management-related
activities. The addition of Banco Real’s products, branches and customers has increased the scope of and
expanded our cash management business to become one of the leaders in the Brazilian market in terms of the
number of bills and amounts processed.

In addition to our domestic branches, we operate a Grand Cayman branch, which is used primarily for
funding purposes and to finance Brazilian trade-related transactions.

Credit Markets

Our credit markets operations are responsible for the areas of project finance, debt capital markets,
syndicated loans, acquisition finance and credit sales and trading.

Project Finance. Our project finance strategy, developed over the past six years, brought us to the leading
position in three of four ANBIMA rankings in 2008 (auction advisory, financial advisory and structuring) and
kept us again in the leading position in 2009, but with stronger market figures compared to 2008. The market for
project finance in Brazil grew significantly in 2009, reaching a historical high of nearly R$30.0 billion in
non-recourse financing granted during the year. This development was once again supported by the Growth
Acceleration Program, or “PAC” Programa de Aceleragdo do Crescimento, a highly promoted government
initiative, and Petrobras’ infrastructure demands for the Pre-Salt. We have participated in innovative transactions
in the power, logistics and oil and gas sectors and we believe we are well positioned in 2010 to participate in the
advisory, structuring and financing of infrastructure projects. The Santander Group is among the main project
finance participants globally and we are one of the market leaders in Brazil, as demonstrated by our consistently
high rankings from ANBIMA in recent years, including first place in 2005, eighth in 2006, second in 2007 and
first again in 2008. Additionally, in 2009, we received the award of Best Project Finance Deal from Latin
Finance for the Norbe VIII&IX financing for Petrobras, Brazil’s national oil company.
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Significant transactions in the past year included (1)advising on and closing the structuring of a
financing package of R$8.7 billion for the AHE Santo Antonio, Rio Madeira, of which R$3.2 billion will
come from commercial banks; (2) closing a R$1.0 billion 18-month bridge loan in an innovative non-recourse
structure for Concessionaria Rota das Bandeiras — responsible for the Dom Pedro I toll road concession, and
(3) advising and structuring a U.S.$1.34 billion financing package for Norbes VIII and IX Drilling Rigs,
owned by Odebrecht Oleo & Gas.

Debt Capital Markets. We play an important role in both local Brazilian and international debt capital
markets for Brazilian issuers. In the local debt market, we are one of the leading banks, ranking fourth in 2009
in terms of fixed income origination, according to ANBIMA. Our main transactions during 2009 included a
debentures issue for Tractebel Energia S.A., Elektro Eletricidade e Servigos S.A., Companhia Energética do
Ceara — COELCE and Ecorodovias Concessdes e Servigos S.A. and promissory notes issues for Elektro
Eletricidade e Servigos S.A., Companhia Energética do Ceara — COELCE, and Concessionaria Auto Raposo
Tavares S.A. In 2008, we acted as lead manager in the offering of senior and mezzanine shares of Chemical
I, a receivables investment fund, as well as lead arranger in the financing for the acquisition of Empresa de
Transmissdo de Energia do Oeste through the issuance of promissory notes by Terna Participacdes S.A., one
of the largest electricity transmission groups in Brazil. In the international debt capital markets, we were
ranked as the leading underwriter with respect to Brazilian issuers in the corporate bond league table for 2009,
according to data from Bloomberg. We have led the market with the most significant international debt
offerings in 2009, including the largest U.S. dollar bond deal from a Brazilian issuer - the U.S.$4.0 billion
dual-tranche transaction for Petrobras, and benchmark size 10-year transactions for Telemar Norte Leste S.A.,
Vale S.A., Votorantim Participa¢des S.A., Gerdau S.A. and Construtora Norberto Odebrecht, as well as
5-year bonds for Cosan Combustiveis e Lubrificantes S.A. and for Construtora Norberto Odebrecht. In 2008,
Santander Brasil and Banco Real managed international bond offerings for Gerdau, Braskem, Banco Sofisa,
Banco Daycoval and Banco Fibra.

Syndicated Loans and Acquisition Finance. We are positioned as one of the leading banks in the
syndicated loan market in Latin America, and were awarded the “2009 Best Latin America Loan House” by
Latin Finance magazine. Over the last few years, we structured several important transactions including
(1) U.S.$178 million acquisition of Termonorte by Termogas (2) the U.S.$725 million energy project take-out
financing for the acquisition of Ipiranga Petroquimica by Braskem (2008), (3) the U.S.$1 billion financing for
the acquisition of Quanex Corporation by Gerdau (2008), and (4) the U.S.$18 billion financing for the
acquisition of Inco by Companhia Vale do Rio Doce (CVRD), which at that time was the largest syndicated
loan to have been executed in Latin America (2006).

Credit Sales & Trading. Our Credit Sales & Trading team is responsible for the underwriting and
distribution of credit markets products in the Brazilian market. Aside from the syndications flow, the team
plays an active role in secondary trading, both fixed-income instruments and loans, as well as in the
development of structured products. Recent deals include lead-manager roles in project finance syndications
such as a R$540.0 million bridge financing to Isolux S.A., R$400 million BNDES guarantees to OHL and
R$350 million BNDES/BNB guarantees to Bons Ventos, as well as bookrunner roles in syndicated loans such
as a U.S.$500 million revolving facility for Odebrecht Overseas. In the local fixed income market, we
underwrote and placed among institutional investors the deals mentioned in “—Debt Capital Markets.”

Corporate Finance

Our corporate finance activities include mergers and acquisitions, asset and capital structuring
and equity investments.

Mergers and Acquisitions. Our corporate finance services are focused on developing customized solutions
for customers in the mergers and acquisitions area. The transactions carried out by our mergers and acquisitions
team include advisory services on acquisitions, sales, mergers, restructurings and project funding in a range of
sectors, such as construction, agriculture, retail, telecommunications, energy, metals and minerals and financial
services. The role we perform in merger and acquisition transactions usually involves a complete package of
financial services, including the financing of acquisitions, structuring of all transactions and settlement of the
financing. In 2009, we acted as financial advisor in several important transactions, including the merger of Bertin
S.A. and JBS S.A. to create the largest animal protein producer in the world; the acquisition of 100% of Intelig
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Telecomunicagdes Ltda., through a merger between Tim Part S.A. and Holdco Part Ltda.; the acquisition, by
Empresas CMPC S.A., of the Guaiba Unit from Fibria Celulose S.A. and the sale of a stake in SantelisaVale to
Louis Dreyfus Commodities. According to the rankings published by Bloomberg, in 2009 we were ranked first
in financial advisory services in terms of volume of announced merger and acquisition transactions in Brazil,
with approximately U.S.$20.4 billion in 18 announced transactions.

Asset and Capital Structuring. This area is responsible for the development of structures for financing assets,
business promotion and optimization of capital investments. The principal activities involve capital and asset
structuring, seed investment and carbon finance.

Equity Investments. We have recently started to prospect businesses through our equity investments area
for potential future private equity investments to be carried out by us.

Equities

Equity Capital Markets (ECM). We had a very strong year in 2009 where we acted as lead bookrunner
and/or joint bookrunner in many major equity offerings in Brazil, consolidating our leadership in ECM
transactions. According to Bloomberg and Thomson Reuters, in 2009 we were the leading bank in terms of
volume for equity capital market transactions in Brazil and Latin America. We participated as lead bookrunner
in Banco Santander Brasil’s U.S.$7.5 billion initial public offering, the world’s largest IPO in 2009 and Brazil’s
largest transaction to date, and in Direcional Engenharia’s initial public offering, and as joint bookrunner, in the
initial public offerings of Cetip S.A. and Companhia Brasileira de Meios de Pagamento — Visanet, and in the
follow-on offerings of Rossi Residencial S.A., Iguatemi Empresa de Shopping Centers S.A., Cyrela Brazil
Realty S.A., MRV Engenharia e Participagdes S.A., BRMalls Participagdes S.A., Anhanguera Educacional
Participagdes S.A., Marfrig Alimentos S.A., and Brasil Foods S.A.

Equity Derivatives. We provide an array of services through our Equity Derivatives desk. Our team is
comprised of Structuring, Sales and Trading. Equity derivatives products are designed to meet the
requirements from our corporate, institutional, high net-worth individual or retail customers. Our offering
comprises Brazilian indices and stocks, international indices, stocks, baskets and hybrid baskets and
commodities. Our product range includes listed options, delta 1 structures, OTC trades, exotic options and
structured notes. These products are used for hedging, leverage, financing and investment products.

Exchange Traded Derivatives. We are a full service execution and clearing provider of futures and
options. We assist corporations and financial institutions in trading futures in Brazil or in other parts of the
world. Through our fully integrated platform, we provide execution and clearing services on a global basis.
Our specialists help clients achieve their business objectives when trading listed derivatives. Santander’s
customers are enabled to trade through direct market access (DMA) solutions or other third party order
routing providers. We also have a dedicated structure to provide our customers tailor-made solutions to suit
their specific needs.

Global Custody & Securities Services. We provide specialized fiduciary services in Brazil to global and
domestic investors, including global custodians, investment banks, pension funds, insurance companies,
broker dealers, asset managers and private equity firms. Our range of products and services includes custody
and clearing services (for equity, fixed income and derivatives products), local representation for foreign
investors, proxy voting, securities lending, risk analysis services, transfer agent services, shareholder services,
trustee services (Corporate Trust Services and Escrow Accounts), as well as local administration of mutual
funds, trade receivables (FIDC) and private equity funds (FIP).

Cash Equities. We provide cash equities services to foreign and local investors and institutions mainly
through our brokerage house, Santander Corretora. Our cash equities sales trading team is recognized within
the industry for its quality of execution, the strength of its relationship with clients and the quality of its
research on the Brazilian and Latin America markets. Our brokerage house serves individual investors trading
at BM&FBOVESPA. It provides differentiated service through specialist managers. Through our Equity
Floors (Salas de Agdes), installed in 90 Santander Brasil branches, investors are able to manage their
portfolios on-line, with access to both historical price information and the most recent industry and company
analyst reports, including those prepared by our analysts and tailored to the needs of our clients. We typically
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earn either a market rate brokerage commission for stock exchange transactions or, in the case of negotiated
transactions or over-the-counter transactions, a privately negotiated brokerage commission. As of
December 31, 2009, we had more than 200 brokers and sales personnel, most of them located on our Equity
Floors, to assist our customers. We also provide settlement services, securities services, program trading and
DMA (Direct Market Access).

Equity Research. Our equity research team covers nearly 90 Brazilian companies from 18 different
sectors, comprising a major part of the Ibovespa. Our team is part of a Latin American equity research group.
Our research services include the publication of research reports, conferences (“Latam Conference” in Cancun
in January and “Brazil Conference” in Guaruja, Sdo Paulo, in August), weekly events (“Quinta-feira no
Santander”), analysts’ road shows, companies’ non-deal road shows and investors trips (specific agendas to
visit companies provided to small groups of institutional investors). Our equity research team was ranked
third in 2008 among equity research teams (up from eighth in 2007), according to the 2008 Institutional
Investor survey.

Rates

Our rates business offers a variety of treasury products to customers, including institutional investors,
corporate clients and individuals. We provide sophisticated and innovative derivative products to help our
customers manage market risk exposure to foreign exchange rates and interest rates. We believe we have an
effective client coverage model based on dedicated sales teams for each client segment that allows us to
maintain specialists committed to providing for the specific needs of our individual clients. In addition, we
have structuring and product development teams that work to maintain a cutting edge portfolio of innovative
client solutions. The global network of the Santander Group, with its strong presence in Europe and Latin
America, give us the ability to offer a wide range of international products as an integrated service for our
local customers. Furthermore, through a new project we launched known as Santander Global Connect
following the Santander Group’s success with this product in other markets, such as Spain and Portugal, we
offer treasury products as a standardized solution to our customers, providing hedge and yield enhancement,
to middle and retail market companies and to individuals. We have implemented extensive suitability
processes designed to ensure customers understand and accept the risks involved in the derivatives market.

Our foreign exchange sales force is strategically located within our main office in Sdo Paulo and
throughout eleven regional offices, primarily located in South and Southeast Brazil.

Market Making

The market making area is responsible for the pricing of client deals originated by the sales forces from
our corporate, institutional, private banking and retail operations. Risks coming from those deals are covered
in the market, through portfolio dynamic hedging activity managed by a specialized and dedicated team.

Our presence in the market through market-making activities allows us to offer a broad variety of
products and structures to our clients, as well as creates synergies with the sales force and a better knowledge
of their needs. These aspects have led to a significant presence on rates products, more competitive prices for
our clients and sustainable results for the organization.

The market making desk must comply with risk control policies established by our senior management
and also with those applied worldwide by the Santander Group. All positions and processes are strictly
monitored and controlled by specialized market and operational risk teams and finance and compliance
departments.

Proprietary Trading

The proprietary trading area is responsible for the management of the Bank’s proprietary books and the
establishment of a relevant presence as a liquidity provider across all local markets. In the management of the
Bank’s books, we seek to maintain recurrent results for each single individual book with the main objective of
preserving capital. The decision-making process is based on fundamental aspects of each market, supported
by technical views. The strict observance of these principles has allowed this activity to present sustainable
results for the organization.
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The proprietary trading desks must comply with risk control policies established by our senior management
and also with those applied worldwide by the Santander Group. All positions and processes are strictly
monitored and controlled by specialized market and operational risk teams and finance and compliance
departments. Proper risks management for each financial market area and sustainable initiatives, such as social,
environmental and corporate governance criteria are also part of our proprietary trading activity.

Correspondent Banking

Our international correspondent banking operations include trade financing and funding from
correspondent banks. Our trade financing activities consist of import and export financing. Import financing
generally involves a loan or a letter of credit in the relevant foreign currency of the commercial transaction.
Export financing generally involves pre-export financing, and consists of an advance to an exporter in foreign
currency. Both export and import financings are extended in U.S. dollars or the relevant foreign currency of
the commercial transaction.

We apply the same credit approval process and control policies to our trade financings that we apply to
the rest of our lending operations. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Risk Management—Credit Risk.”

Asset Management and Insurance
Asset Management

Through Santander Asset Management, we manage and administer third-party funds on a discretionary
and non-discretionary basis, by means of mutual funds, pension funds and individual and corporate
investment portfolios. At December 31, 2009, we had R$108.3 billion in assets under management and over
700,000 clients. According to data published by ANBIMA in December 2009, Santander Asset Management
was the fourth largest asset manager in Brazil in terms of assets under management with R$108.3 billion in
assets under management.

Our fund offering includes fixed income, money market, equity and multi-market funds (i.e. funds that do
not focus on a specific type of risk and, therefore, offer higher diversification).

We maintain solid practices which value a sound performance management, while at the same time
placing a strong focus on risk management and internal controls.

We introduced the first socially responsible fund in Latin America — the Ethical Fund, and in 2008 we
became signatories to the Principles for Responsible Investment, an initiative taken by the United Nations to
encourage financial and capital markets to search for sustainable development projects through the use of
social, environmental and corporate governance metrics in the investment decisions.

Insurance

We offer to our retail and SME customers various insurance products, including life and personal injury
insurance, homeowner’s insurance, credit life insurance, credit card loss and theft insurance and private
retirement plans, which are considered life insurance for regulatory purposes, although their substance is that
of a private retirement plan providing annuity benefits and capitalization products (savings account products
generally requiring that a customer deposit a fixed sum with us). We carry out our insurance operations
through three insurance companies and two capitalization companies.

Insurance Companies. Santander Seguros, provides life, personal injury and credit life insurance products
and private retirement plan products. Santander Brasil Seguros provides homeowner’s, credit card loss and
theft insurance products.
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Capitalization Companies

Through Santander Capitalizagao, we offer bancassurance products, with low risk product types and low
complexity which generally offer favorable margins. For capitalization products and private retirement plans,
we offer products directed toward various risk profiles depending on our various customers’ needs. We have a
strong presence in the insurance market.

On March 9, 2009, we acquired the remaining 50.0% ownership interest in Real Tokio Marine Vida e
Previdéncia (which name has been changed to Real Seguros Vida e Previdéncia S.A., subject to SUSEP’s
approval) for R$678 million through the exercise of an option we had acquired in connection with our
acquisition of Banco Real. Real Tokio Marine Vida e Previdéncia was a joint venture created in 2005 between
Banco Real and the Japanese Tokio Marine. As part of the reorganization of our insurance business in
September 30, 2009 we merged the shares of Real Seguros Vida e Previdéncia into Santander Seguros S.A.
and the shares of Real Capitalizagdo into Santander Capitalizagdo. These transactions remain subject to
approval by SUSEP. The acquisition has expanded our activities in the Brazilian insurance and private
retirement sectors.

The following table shows the breakdown of our market share in insurance products as of December 31, 2009.

For the Year Ended
December 31, 2009(1)

(In percentages)

LifE INSUTAIICE ...t e e et e e e e e e e e e eeareeeeeaneeeeenneeean 5.7%
Personal injury INSULANCE ........cecuieiierieeieeiienteeieeteseeseee et eee e eseenseeteeneesssesseesseeseennas 7.5%
Credit life INSUTANCE ......cvveeeeereec e e e e e et eenae e e enneens 19.8%
ReSIAENIAl INSUTAINCE ......eviiiiiiiiiiiiieee ettt e e e e e e e e s e reeeeeeseesaaaeeeeeeaas 5.5%
CaAPIALIZALION. ..ottt ettt sttt 9.0%
Private TEHIEIMENT .......vvveieiiii ettt e et e e e e e et e e e e s e eemaaaeeeeeessenaaaeeeeeeeans 10.6%

Source: SUSEP and FenaPrevi.
(1) Includes 100% results of Real Seguros Vida e Previdéncia for the entire period.

Our acquisition of Banco Real was complementary to our pre-existing insurance business to the extent
that Santander had higher overall penetration in insurance products while Banco Real has had historically
higher retention rates. In addition, Banco Real had better rates in providing third party private retirement plans.
Banco Real did not have as extensive a number of life insurance products and customers in such product
offerings as did Santander Brasil.

We have implemented a corporate restructuring in order to consolidate all of our Brazilian insurance
operations into Santander Brasil. This included the acquisition on August 14, 2009 of certain Brazilian asset
management and insurance businesses that were previously beneficially owned by Santander Spain and the
restructuring of Santander Seguros and Santander Brasil Seguros S.A., both insurance providers of the
Santander Brasil Group, Santander Capitalizagdo, Real Capitalizagdo and Real Seguros Vida e Previdéncia
S.A. We completed the corporate restructuring on August 31, 2009.

Including the results of Real Seguros Vida e Previdéncia, for the entire period, at December 31, 2009,
we had R$17 billion in provisions and had generated R$6.8 billion of gross written premiums, including
R$1.5 billion for insurance products, R$4.4 billion for pension products and R$0.9 billion “Capitalizagdo”
products (included Real Capitalizagdo S.A) in the year ended December 31, 2009. We are ranked fourth
in gross written premiums for the insurance products we distribute according to SUSEP.

Insurance Brokerage Services

We distribute insurance products from some of Brazil’s largest public and private insurance companies.
We concentrate on the sale of products issued by Santander Seguros or Santander Brasil Seguros S.A., which
represented almost 82.0% of our insurance premiums in the year ended December 31, 2009. The products we
distribute as part of our insurance brokerage services include life, automobile, property and casualty,
industrial equipment and crop insurance. We focus on simple standardized banking product-related insurance
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mainly intended for the retail business. We cross-sell such insurance products, for example credit life
insurance, with our banking products. The products are sold through our distribution network and we receive
a service fee from the insurance providers based on the insurance sales. All risks are assumed by, and all
premiums are payable to, the relevant third-party insurance providers (including the Santander Brasil Group
insurance providers).

As of December 31, 2009, the breakdown of insurance premiums in connection with insurance
distributed by Santander Brasil Group insurance companies was as follows: Santander Seguros (life) 78.0%,
Santander Brasil (personal property) 12.0% and third-party companies (automobile, property) 10.0%. The
breakdown for insurance premiums distributed by Banco Real insurance companies was as follows: Real
Seguros Vida e Previdéncia 67.0%, and third-party companies 33.0%. We believe that the consolidation of the
insurance business will maximize our participation in the insurance brokerage services market. We intend to
maintain our focus on insurance distribution through bank branches while capitalizing on our ability to grow
business operations in various offerings, including pensions, life, credit life, accidents, homeowners and loss
and theft of credit cards.

Distribution Network

Our distribution network provides integrated financial services and products to our customers through a
variety of channels, including branches and on-site service units (postos de atendimento bancario or PABs) and
complementary distribution channels such as ATMs, call centers and other alternative direct sales distribution
channels like Internet banking. These distribution channels are concentrated in the South and Southeast, Brazil’s
wealthiest regions measured in terms of GDP per capita (representing approximately 73.0% of Brazil’s GDP in
2007). As a result of our acquisition of Banco Real, we expanded our distribution network.

The following table presents our principal outlets at December 31, 2009.

At December 31, 2009
BIANCRES ...t 2,091
PABS (0N-SIt€ SEIVICE UNILS) ...vvicvierieiieiieiiieiieeieereeee et e e ereeereeee e esbeesseesaeseeenas 1,502
ATIMS ottt et et et et et e ta e e te e e eaa e e te e ebeeeabeeereenareeas 18,094

Branch Network

Our branch network offers all of our products and services to our customers. In 2008, we opened nearly
50 new branches and have plans to open an additional 600 new branches through 2013. In 2007, we closed
four branches and Banco Real opened 47 branches.

The table below shows the number of our branches across Brazil’s regions at the dates indicated.

Change, At
December 31, 2009 vs.
At December 31, December 31, 2008
2009 2008 2007(1) # %
Central West......covecvieeiiiecieeciee et 72 71 13 1 1.4%
NOItheast ......ceceevieiieieeeieeeee e 176 174 11 2 1.1%
NOTtH. e 31 30 3 1 3.3%
SOULNEASE ....vveeeiieiieeiiceee et 1533 1,530 726 3 0.2%
SOULN. ...t 279 278 151 1 0.4%
Total 2,091 2,083 904 8 0.4%

(1) Includes Banco Real branches.
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The following map shows the geographic distribution of our branch network, each region’s share of 2006
GDP and our current market share, according to the Central Bank. Market share is calculated by dividing the
number of our branches in the region by the number of branches for all principal banks in such region at
December 31, 2009.

North: 4% GDP
Market share: 5% o Northeast: 13% GDP
0 Market share: 7%

Center-West: 9% GDP
Market share: 5%

Southeast: 57% GDP
Market share: 15%

South: 17% GDP
Market share: 9%

Source for GDP: IBGE.
PABs — On-Site Service Units

We offer daily banking services to our SME and other corporate customers and their employees through
our on-site service units located on their premises as well as in hospitals and universities. Our on-site service
units are generally the exclusive point of sale at the premises. We believe that the presence of on-site service
units at the offices of our customers strengthens our relationships with them and builds customer loyalty with
those individuals who benefit from the convenience of conducting their banking transactions at their
workplace. We believe that on-site service units are an important, low-cost and low-risk way of expanding
and maintaining our customer base.

The table below shows the number of our on-site service units across Brazil’s regions at the dates indicated.

Change,
December 31, 2009 vs.
At December 31, December 31, 2008
2009 2008 2007 # %

100 101 97 (1) (1)%
155 159 155 4) (3)%
59 62 63 3) (5%
1,013 1,024 1,047 (11) (1)%

175 174 175 1 1%
1,502 1,520 1,537 (18) 1%

Complementary Distribution Channels

We also distribute our products and services through complementary distribution channels, which we believe
contribute significantly to an increase in product sales and banking transactions. These channels consist of ATMs,
Internet banking and call centers. These distribution channels provide significant amount of information to our
customers, which is an important means of direct sales. Because of their low cost and large attendance capacity, we
believe that complementary distribution channels are an important way to reach certain customers, in particular
those in the low income class where we are able to have a more effective relationship with a broad customer base.
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ATMs

We operate an extensive network of over 18,000 ATMs, including those located in our branches and
on-site service units. In addition, our customers have access to the “Banco 24 Horas” network of
approximately six million ATMs of over 40 participating banks located throughout Brazil, through which they
may access their accounts and conduct banking transactions, typically paying a per-transaction fee. On
February 11, 2010, we executed a memorandum of understanding together with Banco do Brasil S.A. and
Banco Bradesco S.A. with the aim of consolidating the operations of our outdoor ATMs. The memorandum
of understanding is not binding and the banks intend to conclude the transaction within approximately five
months from the execution date of the memorandum of understanding.

The following table shows the number of our ATM machines across Brazil’s regions at the dates
indicated.

Change, December 31, 2009

At December 31, vs. December 31, 2008
2009 2008 2007(1) # %
Central WesSt......oovevueeriieieeeeceeeeeee e 714 699 22 15 2.1%
NOItheast ......c.oeverierieiieeeeee e 1,647 1,599 76 48 3.0%
INOTH R e 390 394 30 4) (1.0)%
SOULREASE v 13,336 13,431 5,844 (95) 0.7)%
SOULN...eciiieiece e 2,041 1,997 243 44 2.2%

(1) Does not include Banco Real.

Individuals and SMEs can also access their accounts through the Internet or by telephone to conduct
banking transactions at their convenience, such as obtaining account information, conducting transactions,
contracting loans, making payments or contacting a bank representative.

Call Centers

Our call centers can be used by customers to make inquiries, execute payment transactions or apply for
products and services, such as personal loans. A portion of our call center personnel is dedicated to contacting
current account holders to offer them additional products and services, in particular insurance and credit cards.
Our call centers also have a retention unit that handles customer requests for the cancellation of products or
services.

The following table presents summarized operating statistics for our call centers.

Change, December 31, 2009

At December 31, vs. December 31, 2008
2009 2008 2007 # %
Number of individual customers
(in thousands) .........cccevvevierieniieieeieeeeseee e 2,216 2,312 2,039 (96) (4.2)%
PAS(L) et 3,976 3,684 3,154 292 7.9%
Headcount......oueeveeveeieiieieceeee e 6,516 6,206 5,347 310 5.0%
Percentage of using customers per month............. 27% 28% 27%

(1) Work stations set up for call center activities.
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Internet Banking

We view Internet banking as a key instrument for offering additional products to our customers.
The following table presents summarized operating statistics for our Internet banking.

Change, December 31, 2009

At December 31, vs. December 31, 2008
2009 2008 2007 # %
Number of individual customers
(in thousand) ........cceeveveverienienieieeeee e 1,790 1,731 1,486 59 3.4%
Percentage of using customers .............ccccceerevennenne 22% 21% 20%

Funding

Our principal sources of funding are deposits. Customer deposits typically represent a large portion of our
funding base because of our ability to attract deposits from customers through our extensive retail, wholesale
and corporate network. Since we are primarily a commercial bank, customer deposits constitute the main
source of liquidity in our financing structure. These deposits, combined with capital and other similar
instruments, enable us to cover most of our liquidity requirements. Our control and management functions
involve planning our funding requirements, structuring the sources of financing to achieve optimal
diversification in terms of maturities, instruments and markets and setting forth contingency plans. In order to
increase liquidity in the Brazilian market, we use deposits in the local market as an instrument of liquidity and
do not rely significantly on international funding. Additionally, legal reserve requirements consume a
significant amount of funding in Brazil. In order to improve the liquidity of the Brazilian financial market, the
government recently created the Financial Note instrument (Letra Financeira) through Provisional Measure
No. 472 of December 15, 2009. The Financial Note instrument is a new funding alternative available to banks
that can be characterized as subordinated debt or a hybrid instrument of capital for purposes of capital
adequacy rules. Pursuant to Resolution No. 3,836 of February 25, 2010, its minimum term must be 24 months
and it must be issued for a minimum amount of R$300,000. For a further discussion of our funding, see
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources—Funding.”

Technology

In order to serve our customers effectively, improve our profitability and grow our business, we
continuously invest in new technology and renewal of equipment and infrastructure. We believe that proper
management of technology is key to the efficient management of our business. Our technology architecture
focuses on our customers and supports our business model. We operate a modern global technology platform
that is interconnected with the platform of the Santander Group, which allows us to serve our customers on a
global scale, under an architecture that is uniquely customer-centered. See ‘“Related Party Transactions—
Information Technology Platform.”

Our operations and information technology organization are focused on three pillars:
e integration of Banco Real and Santander Brasil;

e building the most efficient bank in Brazil by 2011, following the completion of the integration
process; and

e achieving quality excellence in services by supporting client business needs.

Our most important current technology project is the convergence of our and Banco Real’s systems into
a single technological and operational platform. The integration of operational processes and information
technology has already begun; client migration onto single platform is expected to start in 2010. We believe
that the new single platform will give us a competitive advantage, as we will have the most up-to-date system
architecture combined with a broad set of functionalities inherited from Banco Real. In addition, to support
our systems, we are investing in a robust and scalable infrastructure.
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Our infrastructure environment can be divided into six groups:

e Data centers. Our data centers are presently organized in three locations in Sdo Paulo. Following the
integration, data centers will be in two locations. Our security environment entails an authentication
and authorization system based on mainframe infrastructure, a secure internal network protected by a
complex set of fire walls, continuous monitoring of incoming traffic and protection of work stations
with anti-virus software.

e Data communications. We are in the process of upgrading our data communications infrastructure,
with the goal of achieving higher broadband speed.

e Call centers. In addition to customer service, our call centers perform recovery and sales activities.
We expect the ongoing integration process to rationalize call center costs and enhance client
relationships.

e Branches/ATMs. We expect a full integration of our and Banco Real branches and ATMs by 2010.
Currently, a partial integration allows customers of each bank to carry out main financial transactions
(such as obtaining statements, money withdrawals and payments) in all branches and ATMs,
regardless of brand.

e Data processing environment. Our mainframe has three main objectives: support system integration,
create integration test environment and support business growth. To increase efficiencies, we are
working on consolidating servers (with a planned reduction from approximately 4,000 to
approximately 1,500 servers) and decommissioning of certain platforms.

e  End-user systems. We are working on updating our end-user systems, with the goal of standardizing
hardware and operating systems at all workstations at our headquarters and across branches.

This set of systems and environments is managed and supported by specialized internal group companies.
This model enables us to capture our global scale and benefit from outsourcing (including consolidation,
shared capability, scale, exchange of best practices and simplified governance), without the loss-of-control
downside of externalizing core activities.

We expect that our total information technology investment expenditures for 2010 will be approximately
R$430 million. Our expenditures in 2008 and in year ended December 31, 2009 were approximately
R$400 million and R$473 million, respectively.

Marketing

In 2009, we maintained our aggressive marketing strategy and brand exposure, showing that by
combining the best that Santander and Banco Real have to offer, we are building the best and most efficient
bank in Brazil. We have concentrated our efforts on communicating the launch of products and services
offered simultaneously to clients of both bank networks. In addition to our clients, we strive to familiarize
our staff, suppliers and the market in general with the integration process.

Some of the most noteworthy products and services we now offer are the Novo Santander Master and
Real Master ainda melhor overdraft facilities, the Van Gogh Santander services, flex cards and housing credit.
We also implemented marketing efforts in operating sectors such as Aymoré and services dedicated
to corporate clients.

We published our marketing initiatives in both the printed and electronic media. We post videos and
lectures on YouTube, in addition to television commercials. This experience has enabled us to assess the
impact and repercussion of our marketing campaigns interactively with internet users. We also posted photos
and images on the Flickr network.
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We made our official debut on Twitter on December 2009. By using this global microblogging service,
we intend to interact more closely with our clients, offering relevant information on sustainability, culture and
financial guidance.

Until the integration of the Santander and Banco Real brand names, which we expect will be completed
by the end of 2010, we will continue to inform our clients and the general public of the benefits of the
integration.

In 2009, we sponsored the Vodafone McLaren Mercedes Formula 1 team for the third consecutive year.
We are also the official sponsor of the Brazilian Formula 1 Grand Prix and the Copa Libertadores da América,
South America’s most important club soccer tournament, for the second consecutive year, branded Copa
Santander Libertadores.

Competition

The Brazilian financial market is highly competitive, and in 2008 and the first half of 2009 experienced
significant consolidation, which included the mergers of some of the largest banks in the industry, such as
Santander Brasil with Banco Real, Itai with Unibanco and Banco do Brasil with Nossa Caixa and Banco
Votorantim.

In September 2006, the CMN enacted regulations to increase competition among Brazilian commercial
banks. As a result of these new regulations: (1) banks are prohibited from charging their customers fees for
services in connection with salary, pension and other income payment accounts that such customers are
required to maintain with a bank that has been designated by such customer’s employer, pension fund or other
source of income; (2) financial institutions and leasing companies must accept the prepayment of loans and
leasing transactions by customers who have elected to refinance such debt with other financial institutions;
(3) customers will have the right to request that a financial institution disclose their credit history to another
financial institution; and (4) changes were implemented in the regulation of the Credit Guarantee Fund
(Fundo Garantidor de Crédito, or “FGC”), which is a fund created to guarantee payment of funds deposited
with financial institutions in the event of intervention, administrative liquidation or other state of insolvency,
thereby providing depositors with greater assurance that their deposits will be safeguarded. These regulations
are designed to increase competition among financial institutions by creating mechanisms that will make it
easier for customers to open new accounts and transfer their funds from one institution to another.

As of September 30, 2009, according to the Central Bank, the four largest banks and financial
conglomerates had an approximately 58.0% market share in terms of credit volume and an approximately
67.0% market share in terms of deposits within the overall finance industry in Brazil. At such date, the largest
bank in Brazil was the public financial institution formed by the merger of Banco do Brasil with Nossa Caixa,
with a 21.0% market share in terms of credit volume and a 25.0% market share in terms of deposits, according
to the Central Bank.

The following table sets forth market share information as of the date presented for the other four largest
financial institutions.

At September 30, 2009

Santander Ttaa Banco do
Brasil Bradesco Unibanco Brasil
(In percentages)

TOtal @SSELS ...uveeeevieereceiieeeteeee e 9.2 12.1 16.7 18.8
Total 10aNS ......cocceieeiiieiieeieeeee e 11.2 15.3 19.8 22.2
Total dePOSILS ...eevveeeeeeieiieieeie et 10.0 14.8 16.9 25.8
Demand ........ccoooevieiiiiiiieeeeee e 9.1 20.3 16.9 32.6
SAVING ..eveitieiieieeie ettt 7.7 14.2 15.8 24.2
TIMC ..o 11.1 13.9 17.7 25.1
Mutual funds...........ooooiiiiiiiii e 7.5 16.6 18.5 21.1
Retail c.ooeeec e 12.4 14.6 17.8 22.2

Source: Central Bank; reported and presented in accordance with Brazilian GAAP.
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Banco do Brasil is active in all business areas and plays an important role in the market due to its captive
deposit products market and strong presence in public organizations, and is consequently one of our primary
competitors. In addition, our other primary competitors are large privately-owned domestic banks, such as
Bradesco and the financial institution formed by the merger between Itat and Unibanco. These banks have
a strong brand name and distribution capacity throughout the country. Our acquisition of Banco Real has
allowed us to obtain a critical mass and better compete with these large public and private financial institutions.

Due to political pressures, the public banks in Brazil have since the beginning of 2009 been aggressively
increasing loan volumes at spreads lower than those of private banks. As a consequence, the market share of
public banks has increased relative to the market share of private banks, with a 510 basis point increase in the
market share of public banks from 36.3% at December 31, 2008 to 41.4% at December 31, 2009.

We also face competition from local and regional banks in relation to certain products in the Commercial
Banking segment in which such banks have specialized. In the Global Wholesale Banking segment, our
competitors include global banks focused on investment banking, such as Credit Suisse, Bank of
America/Merrill Lynch, UBS Pactual, Goldman Sachs and JP Morgan, which have played an important role
in the Brazilian wholesale market as a result of their expertise in complex structured transactions and their
distribution networks in Europe, North America and Asia.

Sustainability

We believe that responsible corporate and individual actions are crucial for sustainable development.
We focus our efforts on integrating social and environmental dimensions in our business decisions and
governance and encourage our staff, clients, suppliers and co-partners in these initiatives.

Loans and financing

Our risk analysis process takes into consideration social and environmental aspects helping us manage
our risk and generate new business opportunities. As an example, in 2009 our microfinance business benefited
170,000 small entrepreneurs from low-income communities.

We also finance renewable energy, energy efficiency, clean energy production and corporate governance
projects. In 2009, we invested R$42.0 million in these initiatives.

Social projects and engagement

Projeto Escola Brasil is our corporate volunteers program. More than 1,800 employees are organized
in 214 groups to improve the educational quality of elementary public schools. Another important social
project sponsored by Santander is Amigo de Valor, which facilitates the donation of part of the income tax
to the Municipal Funds for Children and Adolescents. In 2009, 45.0% of our employees (approximately
24,000 employees) supported the program raising R$6.9 million.

Ecoeficiency

Our concern for the environment also means that we are continually looking for efficient initiatives.
In 2009, through the program Papa Pilhas, 152 tons of batteries, collected in branches and administrative
buildings were recycled. Our new headquarters, received on December 2009 both LEED Core & Shell
certification and ISO 14001, attesting our commitment to environmental issues.

Sharing knowledge

In 2009, we had 1.4 million accesses to our website (www.bancoreal.com.br/sustainability) and
conducted 39 events (including training sessions and lectures) with an audience of 1,870 people from
858 different organizations, including: customers, employees and suppliers.
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Also in the promotion of education, we must highlight the Santander Universidades (Santander
Universities) initiative, one of the largest programs for the support of higher education in the world, and
Universia, a network that gathers information about universities, scholarships and career opportunities
worldwide.

Intellectual Property

In Brazil, ownership of trademarks can be acquired only through a validly approved registration with the
National Institute of Intellectual Property (Instituto Nacional de Propriedade Industrial or “INPI”), the
agency responsible for registering trademarks, patents and designs in Brazil. After registration, the owner has
exclusive use of the trademark throughout Brazil for a ten-year period that can be successively renewed for
equal periods.

The major trademarks used by Santander Brasil, including, among others, the “Santander” and “Banco
Santander” brands, are owned by the Santander Group and one of Santander Group’s affiliated granted us a
license to use such brands. All material trademarks for our business are registered or have been submitted to
INPI by the Santander Group or Santander Brasil. We own the principal domain names used in our
business which include: www.santanderbrasil.com.br, www.bancosantander.com.br, www.bsantander.com.br,
www.bancosantanderlight.com.br, www.corretorasantander.com.br and www.realsantander.com.br.

Employees

At December 31, 2009, we had 51,241 full-time, permanent employees. The following table presents the
breakdown of our full-time, permanent employees at the date indicated.

At December 31, 2009

Branch @MPIOYEES ......c.ecviiiiiiiiieiieie ettt ettt ere et eae s e sreesteesaeesbeesaeessesseesseenseens 32,938
AdMINIStration EMPLOYEES.........c.viuiveeeveeeeeieeeeeeeeeetete ettt 18,303
Total 51,241

The Brazilian Banking Employees’ Union represents most of our employees. In the event of a potential
conflict with our banking employees and/or the banking union, negotiations are conducted by the FENABAN.
Each year, generally in September, all banks have a collective negotiation period in which they revise salary
structures. During this period, the Banking Employees’ Union negotiates bank employees’ salaries within
the scope of the Brazilian Banking Collective Agreement with the FENABAN. Since the acquisition of our
predecessor banks by our indirect shareholder Santander Spain, we have not suffered significant losses
through strikes and our management believes it has good relations with our employees.

We have a profit-sharing plan with our employees based on predetermined annual performance targets
for ou