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Banco do Brasil (BBAS3)

Recovery Pushed Further Out as Credit Pressures Intensify
3Q26 Earnings Review

Banco do Brasil reported significantly weaker-than-expected 3Q26 results, with adjusted net income of R$1.3 bn (-
67.5% QoQ), 54% below XPe, and ROE falling to just 2.8%, versus our 6.0% estimate. The disappointment was
broad-based, reflecting weaker NI, higher credit costs and additional operating pressures. The quarter also raises
questions about the pace of earnings recovery, as asset quality deteriorated further in Agribusiness, while
Individuals remained under pressure and leading credit indicators suggested the risk of further deterioration
ahead. As a result, management sharply revised its 2026 guidance, cutting expected earnings from RS18-22 bn
to R$9-11 bn and raising projected credit costs to R$80-83 bn. In addition, the bank reduced its payout to the
statutory minimum of 25% for 2026 and 2027, with no interim distributions planned for 2027. Taken together,
these developments suggest a slower earnings recovery, with downside risks to consensus estimates, particularly

for2027.

NII: Weakness extends beyond credit costs. Gross NIl declined 5.5% QoQ to | Banco do Brasil (BBAS3)  Neutral
RS$26.0bn, 6.2% below XPe, with both client (-2.5% QoQ) and market NII (- Target Price (R$/sh.) 21.0
22.6% QoQ) contributing to the sequential decline. The client spread | current Price (R$/sh.) 16.9
narrowed to 8.12%, from 8.36% in 2Q26, reflecting weaker revenues from Upside (%) 24.3%
Individuals and Agribusiness. Meanwhile, credit costs increased 14.9% Q0Q | arket Cap (RS bn) 96.8
to R$21.2bn, 5% worse than our forecast, with gross expected-loss Free Float (%) 49.6%
expenses rising 17.2% sequentially. As a result, risk-adjusted NIl dropped = Apty (R$ mn) 336

47% QoQ to R$4.7bn, while the risk-adjusted client spread fell to just 0.56%,
from 1.73% in 2Q26. This is concerning, as weaker underlying spreads and
rising provisioning needs are simultaneously eroding the bank's earnings
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capacity.

Asset quality: Agribusiness deterioration is the main disappointment. Agri
credit quality deteriorated sharply during the quarter. NPL 90+ increased to
6.92%, from 6.27% in 2Q26, while new NPL formation surged to R$S14.7bn,
from RS$5.7bn. Write-offs also accelerated materially, reaching R$13.2bn,
versus R$5.3bn in the previous quarter. The rollout of MP 1,376 remains at
an early stage, with just R$163mn in operations through September,
suggesting that its potential benefits have yet to materialize. The
combination of worsening credit indicators and limited near-term relief
raises questions about the timing of the expected Agri recovery.

[..]
Figure 01: Banco do Brasil 3Q26 Earnings Results
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Key Figures | R$ mn 3Q26 3Q26E A/E 2Q26
NIl 25,982 27,695 -6% 27,483
Cost of Credit (21,234) (20,230) 5% (18,477)
Fees & Commissions 9,275 9,236 0% 9,125
Op. Expenses (17,816) (16,730) 6% (16,714)
EBT (832) 3,187 -126% 5,002
Net Income 1,270 2,787 -54% 3,908
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Individuals: Some improvement in leading indicators, but still far from stabilization. Asset quality continued to
weaken, with NPL 90+ rising to 9.14%, from 8.41% in 2Q26, and credit card delinquencies reaching 16.35%.
Coverage declined further to 114.2%, from 125.8%, leaving a thinner reserve cushion against an increasingly
stressed portfolio. On a more constructive note, new NPL formation moderated to R$9.3bn, from R$11.8bn in
the previous quarter, while early delinquency was broadly stable. Although encouraging, these developments
are not yet sufficient to signal a sustained inflection, given the challenging macroeconomic backdrop.

Operating performance and capital: Limited room to absorb further deterioration. Fee income remained
resilient at R$9.3bn (+4.6% YoY), while administrative expenses grew 4.8% YoY, reflecting relatively
disciplined cost management. However, these offsets were insufficient to compensate for weaker risk-
adjusted revenues and higher other operating expenses. The bank reported a pre-tax loss of R$832mn, with a
R$3.1bn positive tax contribution supporting adjusted net income. Capital also deteriorated, with CET1
declining 47bps QoQ to 10.80%, largely reflecting prudential adjustments and limited organic capital
generation. In our view, the combination of depressed profitability and tighter capital ratios further limits
flexibility for balance sheet growth and shareholder distributions.

Dividends: Payout reduced to the statutory minimum, underscoring capital constraints. Alongside the results,
Banco do Brasil announced a revision to its shareholder remuneration policy for 2026 and 2027, explicitly
citing persistent Agri delinquencies, higher credit costs and pressure on capital projections. For 2026, the
payout was reduced from 30% to 25% of adjusted net income, the statutory minimum, with the remaining
interim distributions previously scheduled for November canceled. Any final distribution required to meet the
minimum payout will be announced in February 2027 and paid in March. For 2027, the board also established
a 25% payout, with no interim dividends or interest on capital to be declared or distributed during the year.
The annual distribution will be assessed after year-end and remain subject to capital adequacy, with any
unpaid mandatory amount allocated to a special reserve if necessary. We view the decision as a clear
indication that capital preservation has become a priority. With profitability under pressure and CET1
declining to 10.8%, a prolonged earnings recovery could also raise questions about the bank's ability to
rebuild capital organically, potentially bringing the need for additional capital measures into focus and adding
another layer of uncertainty to the investment case.

Guidance: Little evidence of a near-term recovery. Management revised its 2026 adjusted earnings guidance
to RS9-11bn, from RS18-22bn, while raising expected credit costs to RS80—83bn, from RS65-70bn. Gross
NIl growth guidance was also reduced to 2.5-4.5%, from 7-11%, alongside lower loan growth expectations.
Based on the RS$8.6bn in adjusted earnings reported through September, the revised guidance implies just
RS0.4-2.4bn in 4Q26 profits, while credit costs are expected to remain elevated at R$21.4-24.4bn. Even at
the upper end of the earnings range, profitability would remain well below the 2Q26 level, suggesting limited
scope for a meaningful rebound before year-end.

Our View: A more challenging recovery, with downside risks to consensus estimates. The quarter highlights a
more challenging path to earnings recovery. Renewed deterioration in Agribusiness, together with softer NIl
and lower capital ratios, contrasts with the gradual normalization investors had hoped to see and raises
guestions about the pace of improvement going forward.

The revised guidance points to sustained provisioning pressure and depressed profitability through year-end,
while the lower payout and restrictions on distributions underscore the bank's capital constraints. We expect
the earnings inflection to be gradual, potentially leaving room for further downward revisions to consensus
estimates, particularly for 2027. Against this backdrop, we would not rule out a negative market reaction, as
the combination of renewed Agri deterioration, weaker capital metrics and a more restrictive dividend policy
raises further questions about the pace of earnings recovery and the bank's ability to rebuild capital organically.
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This report was prepared by XP Investimentos CCTVM S.A. ("XP Investimentos or XP") according to the requirements provided in CVM Resolution 20/2021 and
aims to provide information that can help the investors make their own investment decisions, and does not constitute any kind of offer or purchase request
and/or sale of any product. The information contained in this report is considered valid on the date of disclosure and has been obtained from public sources.
XP Investimentos is not liable for any decisions made by the customer based on this report.

This report was prepared considering the product risk classification in order to generate allocation results for each investor profile.

All of the views expressed in this research report accurately reflect the research analyst’s personal views regarding any and all of the subject securities or
issuers. No part of analyst(s) compensation was, is or will be, directly or indirectly related to the specific recommendations or views expressed in this research
report.

The signatory of this report declare that the recommendations reflect solely and exclusively their personal analyses and opinions, which have been produced
independently, including in relation to XP Investimentos and which are subject to modifications without notice due to changes in market conditions, and that
their remuneration are indirectly affected by revenue from business and financial transactions carried out by XP Investimentos.

The analyst responsible for the content of this report and the compliance with CVM Resolution 20/2021 is indicated above, and, in the event of an indication of
another analyst in the report, the person responsible will be the first accredited analyst to be mentioned in Report.

XP Investimentos’ analysts are obligated to comply with all the rules laid down in the APIMEC’s conduct code for the securities analyst and XP Investimentos’
analyst of securities conduct policy.

Customer service is carried out by XP Investimentos employees or by autonomous investment agents who perform their activities through XP, in accordance
with CVM Resolution 178/2023, which are registered in the national association of brokers and distributors of securities (“ANCORD”). The autonomous agent of
investment may not provide consulting, administration or management of customer net worth, and must act as an intermediary and request prior
authorization from the client for the realization of any operation in the capital market.

For the purpose of verifying the adequacy of the investor's profile to the investment services and products offered by XP Investimentos, we use the
methodology of adequacy of products by portfolio, in accordance with the ANBIMA Rules and Procedures of Suitability No. 01 and the ANBIMA Code of
Regulation and Best Practices for Distribution of Investment Products. This methodology consists of assigning a maximum risk score for each investor profile
(conservative, moderate and aggressive), as well as a risk score for each of the products offered by XP Investimentos, so that all customers can have access to
all products, provided that within the amounts and limits of the risk score defined for their profile. Before applying to the products and/or contracting the
services subject to this material, it is important that you verify that your current risk score includes the application in the products and/or the contracting of
the services in question, as well as whether there are limitations of volume, concentration and/or quantity for the desired application. You can consult this
information directly at the time of transmission of your order or by consulting the overall risk of your wallet on the portfolio screen (Risk View).f your current
risk score does not support the desired application/contract, or if there are limitations in relation to the amount and/or financial volume for said
application/contracting, this means that, based on the current composition of your portfolio, this application/contract is not appropriate to your profile. If you
have questions about the process of suiting the products offered by XP Investimentos to your investor profile, please refer to the FAQ. Market conditions,
climate change and the macroeconomic scenario can affect investment performance.

The profitability of financial products may present variations and their price or value may increase or decrease in a short period of time. Past performance is
not necessarily indicative of future results. Performance disclosed is not net of any applicable taxes. The information present in this material is based on
simulations and the actual results may be significantly different.

This report is intended exclusively for to the XP Investimentos’ network, including independent XP agents and XP customers, and may also be released on XP’s
website. It is prohibited to reproduce or redistribute this report to any person, in whole or in part, whatever the purpose, without the prior express consent of
XP Investimentos.

XP Investimentos’ ombudsman has the mission to serve as a contact channel whenever customers who do not feel satisfied with the solutions given by the
company to their problems. The contact can be made via telephone 0800 722 3710 if you are in Brazil or via ombudsman form if you are in other localities:
ttps://institucional.xpi.com.br/ouvidoria.aspx/.

The cost of the transactions billing policies are defined in the operational cost tables which are made available on XP Investimentos website: www.xpi.com.br.
XP Investimentos is exempt from any liability for any damages, direct or indirect, that come from the use of this report or its contents.

Technical analysis and fundamental analysis follow different methodologies. Technical analysis is performed following concepts such as trends, support,
resistance, candles, volume, and moving averages, amongst others. Fundamental analysis uses as information the results disseminated by the issuing
companies and their projections. In this way, the opinions of fundamental analysts, who seek the best returns given the market conditions, the macroeconomic
scenario and the specific events of the company and the sector, may differ from the opinions of technical analysts, which aim to Identify the most likely
movements on asset prices, using "stops" limit possible losses.

Equity investments available are portion a company’s capital that is traded on the market. Stock is a variable financial investment (i.e. an investment in which
profitability is not pre-established and varies depending on market quotations). Investment in stock is a high-risk investment and past performance is not
necessarily indicative of future results and no statement or warranty, expressed or implied, is made in this material in relation to future performance. Market
conditions, macroeconomic scenario, company and sector specific events can affect investment performance and may even result in significant asset losses.
The recommended duration for equity investments is medium-long term. There is no guarantee of investment return for customers’ investments in stock.
Investment in options is the purchase or sale rights of a good shall be negotiated at a price fixed at a future date, and the purchaser of the negotiated duty
should pay a premium to the seller as in a secure agreement. Operations with these derivatives are considered very high risk for presenting high risk and return
relationships and some positions present the possibility of losses higher than the capital invested. The recommended duration for the investment is short-term
and the customer's assets are not guaranteed in this type of product.

Investment in terms are contracts for the purchase or sale of a certain number of shares at a fixed price for settlement within a specified period. The term of
the contract is freely chosen by the investors, complying with the minimum period of 16 days and a maximum of 999 days. The price will be the value of the
added share of a portion corresponding to the interest-which are set freely on the market, depending on the term of the contract. Every transaction in the
term requires a guarantee deposit. These guarantees are provided in two forms: coverage or margin.

Investments in futures markets are subject to significant loss of principal. a commodity is an object or price determinant of a future contract or other
derivative instrument, which may substantiate an index, a fee, a movable value or a physical product. Commodities are considered high risk investments,
which include the possibility of price fluctuation due to the use of financial leverage. The recommended duration for commodity investments is short-term and
customers’ assets are not guaranteed in this type of product. Market conditions and the macroeconomic scenario can affect the performance investments.

This institution is adhering ANBIMA Code of Regulation and best practices for the distribution activity of retail investment products.

XP Investments US, LLC, a broker-dealer registered with the U.S. Securities and Exchange Commission, has assumed responsibility for this research for
purposes of U.S. law. All transactions arising from this research should be directed to XP Investments US, LLC, at +1 646-664-0525.

XP Investimentos (a) managed or co-managed a public offering of securities for the subject company in the past 12 months, or (b) received compensation for
investment banking services from the subject company in the past 12 months; or (c) expects to receive or intends to seek compensation for investment
banking services from the subject company in the next 3 months.
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