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BANCO DO NORDESTE DO BRASIL S.A.

BALANCE SHEETS AS OF DECEMBER 31, 2003 AND 2002
(Expressed in thousands of Brazilian reais - R$)

December 31, 2003 December 31, 2002 December 31, 2003 December 31, 2002
ASSETS LIABILITIES

CURRENT ASSETS 5,111,027 2,694,979 CURRENT LIABILITIES 5,368,936 2,886,751 
CASH AND DUE FROM BANKS 20,958 27,415   DEPOSITS 962,306 1,102,908 
SHORT-TERM INTERBANK INVESTMENTS 642,801 388,232    Demand deposits 293,836 128,366 
   Securities purchased under resale agreements 634,136 384,699    Savings deposits 354,172 310,491 
   Interbank deposits 8,665 3,533    Interbank deposits 5,627 22,269 
 MARKETABLE AND DERIVATIVE SECURITIES 3,277,312 1,239,438    Time deposits 308,671 641,782 
   Own portfolio 3,238,853 1,239,358 SECURITIES SOLD UNDER REPURCHASE AGREEMENTS 63,502 78,965 
   Linked to Central Bank of Brazil 38,329     Third-party portfolio 63,502 78,965 
   Linked to guarantees 130 80 RESOURCES FROM SECURITIES ISSUED 82,431 1,840 
 INTERBANK ACCOUNTS 84,176 85,367    Eurobonds 82,431 1,840 
   Payments and receipts pending settlement 230 214 INTERDEPARTMENTAL ACCOUNTS 92 7,892 
   Compulsory deposits    Thirty-party resources in transit 15  
     Central Bank of Brazil 76,557 78,734    Internal transfers of funds 77 7,892 
     National Treasury - rural credit 7,224 6,203 BORROWINGS 53,175 69,449 
     Third-party funds in transit 165 216    Domestic borrowings - government agencies 7,309 7,085 
LENDING OPERATIONS 257,522 371,628    Foreign borrowings 45,866 62,364 
    Public sector 45,034 66,706 DOMESTIC ONLENDINGS - GOVERNMENT AGENCIES 412,905 371,487 
    Private sector 673,205 778,600    National Treasury 157 139 
   (Allowance for lending losses) (460,717) (473,678)    BNDES (National Economic and Social Development Bank) 305,622 276,616 
OTHER CREDITS 820,731 575,214    CEF (Federal Savings and Loans Bank) 284 337 
   Receivables on guarantees honored 1    FINAME (Government Agency for Machinery and Equipment Financing) 55,159 49,409 
   Foreign exchange portfolio 38,300 36,244    Other 51,683 44,986 
   Income receivable 6,850 2,995 FOREIGN ONLENDINGS 71,987 21,416 
   Specific credits 546,968 396,077   Foreign onlendings 71,987 21,416 
   Sundry 229,582 184,707 OTHER LIABILITIES 3,722,538 1,232,794 
   (Allowance for losses) (969) (44,810)    Collection of taxes and social contributions 5,525 3,811 
OTHER ASSETS 7,527 7,685    Foreign exchange portfolio 78 8,602 
   Other assets 11,124 10,976    Social and statutory 14,092 177 
   (Allowance for losses) (3,640) (3,344)    Taxes and social security 15,249 154,046 
   Prepaid expenses 43 53    Financial and development funds 3,017,753 915,132 

   Sundry 669,841 151,026 
LONG-TERM ASSETS 7,499,899 8,181,584  
MARKETABLE SECURITIES 4,140,999 4,551,120 LONG-TERM LIABILITIES 6,071,466 6,966,665 
   Own portfolio 4,125,551 4,491,794   DEPOSITS 1,804,494 1,973,074 
   Linked to Central Bank of Brazil 9,917 54,859    Demand deposits 48,786 52,013 
   Linked to guarantees 5,531 4,467    Time deposits 1,755,708 1,921,061 
 INTERBANK ACCOUNTS 30,881 13,615 RESOURCES FROM SECURITIES ISSUED 33,861 140,378 
   Compulsory deposits    Eurobonds 33,861 140,378 
     National Treasury - rural credit 1,771 615 BORROWINGS 99,099 86,679 
     National Housing System - SFH 29,110 13,000    Domestic Borrowings - government agencies 86,764 86,679 
LENDING OPERATIONS 2,865,830 3,199,526    Foreign borrowings 12,335 
    Public sector 1,356,675 1,498,959 DOMESTIC ONLENDINGS - GOVERNMENT AGENCIES 1,303,795 1,410,978 
    Private sector 1,641,480 2,032,387    National Treasury 1,669 1,872 
   (Allowance for lending losses) (132,325) (331,820)    BNDES 93,890 1,067,101 
OTHER CREDITS 462,189 417,323    CEF 1,143 1,359 
   Sundry 489,400 418,665    FINAME 100,770 132,177 
   (Allowance for losses) (27,211) (1,342)    Other 267,323 208,469 

DERIVATIVE FINANCIAL INSTRUMENTS 5 
PERMANENT ASSETS 145,018 147,118   Derivative financial instruments 5 
 INVESTMENTS 4,566 4,431 FOREIGN ONLENDINGS 1,001,326 1,275,633 
   Other investments 8,896 8,761   Foreign onlendings 1,001,326 1,275,633 
   (Allowance for losses) (4,330) (4,330) OTHER LIABILITIES 1,828,891 2,079,918 
 PROPERTY AND EQUIPMENT IN USE 136,448 138,008    Taxes and social security 822,108 679,377 
   Land and buildings 184,222 179,532    Financial and development funds 401,827 947,553 
   Other 56,907 55,263    Sundry 604,956 452,988 
   (Accumulated depreciation) (104,681) (96,787)   
 DEFERRED CHARGES 4,004 4,679 DEFERRED INCOME 361 
   Organization and expansion costs 11,539 12,423   Deferred income 361 
   (Accumulated amortization) (7,535) (7,744)  

STOCKHOLDERS' EQUITY 1,315,181 1,170,265 
 Capital 1,162,000 3,492,249 
   Local residents 1,162,000 3,492,249 
 Revaluation reserve 44,925 47,600 
 Revenue reserves 66,702 
 Market value adjustment - Marketable securities and derivative instruments 41,554 (39,032)
 Retained earnings (Accumulated loss) (2,330,552)

 TOTAL 12,755,944 11,023,681  TOTAL 12,755,944 11,023,681 

The accompanying notes are an integral part of these financial statements.



BANCO DO NORDESTE DO BRASIL S.A.

STATEMENTS OF INCOME 
FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002 AND FOR THE SIX-MONTH PERIOD ENDED DECEMBER 31, 2003
(Expressed in thousands of Brazilian reais - R$)

Six-month
period ended Year ended December 31,

December 31, 2003 2003 2002

REVENUE FROM FINANCIAL INTERMEDIATION 1,070,596 2,148,628 2,825,219 
   Lending operations 328,129 714,539 1,549,599 
   Marketable securities 720,109 1,332,383 1,100,384 
   Derivative financial instruments  (5)  
   Foreign exchange transactions 6,805 84,466 175,849 
   Compulsory deposits 15,553 17,245 (613)

EXPENSES ON FINANCIAL INTERMEDIATION (758,712) (1,482,762) (2,105,052)
  Deposits and securities sold under repurchase agreements (184,310) (399,494) (486,629)
  Borrowings and onlendings (471,933) (846,888) (1,159,515)
  Allowance for losses (102,469) (236,380) (458,908)

FINANCIAL INTERMEDIATION INCOME (LOSS) 311,884 665,866 720,167 

OTHER OPERATING INCOME (EXPENSES) (512,388) (686,913) (371,594)
  Services rendered 203,552 447,284 435,510 
  Salaries, benefits, training and social security (154,003) (286,903) (272,441)
  Other administrative expenses (144,325) (261,316) (247,658)
  Tax expenses (28,515) (59,456) (57,634)
  Other operating income 98,586 527,534 345,150 
  Other operating expenses (487,683) (1,054,056) (574,521)

OPERATING INCOME (LOSS) (200,504) (21,047) 348,573 

NONOPERATING INCOME 177 3,282 4,598 

INCOME (LOSS) BEFORE TAXES AND PROFIT SHARING (200,327) (17,765) 353,171 

INCOME TAX AND SOCIAL CONTRIBUTION 260,329 102,480 (192,317)
  Income tax 16,986 (1,476) (98,258)
  Social contribution tax 6,146 (36,656)
  Deferred taxes 237,197 103,956 (57,403)

NET INCOME (LOSS) FOR THE PERIODS 60,002 84,715 160,854 

Number of shares (in million) 870,019 870,019 870,019 

Net income (loss) per 1,000 shares - R$ 0.07 0.10 0.18 

The accompanying notes are an integral part of these financial statements.

 



BANCO DO NORDESTE DO BRASIL S.A.

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY 
FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002 AND FOR THE SIX-MONTH PERIOD ENDED DECEMBER 31, 2003
(Expressed in thousands of Brazilian reais - R$)

MARKET VALUE
REVALUATION ADJUSTMENT - 

CAPITAL RESERVE MARKETABLE
SECURITIES AND RETAINED

CAPITAL UNPAID OWN DERIVATIVE EARNINGS
CAPITAL INCREASE CAPITAL ASSETS LEGAL STATUTORY INSTRUMENTS (ACCUMULATED LOSS) TOTAL

BALANCE AT DECEMBER 31, 2001 936,000 2,660,000 (103,782) 50,275 (2,513,500) 1,028,993  

PRIOR YEAR ADJUSTMENTS (19,419) 19,419 

MARKET VALUE ADJUSTMENT - MARKETABLE SECURITIES AND DERIVATIVE INSTRUMENTS (19,613) (19,613)

CAPITAL INCREASE  

    From shares subscription

      Approval 2,556,249 (2,660,000) 103,751 

      Payment of capital 31 31  

OTHER:  

  Revaluation reserve:  

    Realization of reserve:  

     Gross value (4,053) 4,053 

     Taxes 1,378 (1,378)

NET INCOME FOR THE YEAR 160,854 160,854 

BALANCE AT DECEMBER 31, 2002 3,492,249 47,600 (39,032) (2,330,552) 1,170,265 

CHANGES FOR THE YEAR 2,556,249 (2,660,000) 103,782 (2,675) (39,032) 182,948 141,272 

BALANCE AT DECEMBER 31, 2002 3,492,249 47,600 (39,032) (2,330,552) 1,170,265 

PRIOR YEAR ADJUSTMENTS (1,222) (1,222)

MARKET VALUE ADJUSTMENT - MARKETABLE SECURITIES AND DERIVATIVE INSTRUMENTS 80,586 80,586 

CAPITAL DECREASE  

    Accumulated loss absorption (2,330,249) 2,330,249 

OTHER:  

  Revaluation reserve:  

    Realization of reserve:  

     Gross value (4,053) 4,053 

     Taxes 1,378 1,378 

NET INCOME FOR THE YEAR 84,715 84,715 

DESTINATIONS

  Reserves 4,236 62,466 (66,702)

  Dividends (20,541) (20,541)

BALANCE AT DECEMBER 31, 2003 1,162,000 44,925 4,236 62,466 41,554 1,315,181 

CHANGES FOR THE YEAR (2,330,249) (2,675) 4,236 62,466 80,586 2,330,552 144,916 

BALANCE AT JUNE 30, 2003 1,162,000 46,262 1,236 (42,851) 18,240 1,184,887 

PRIOR YEAR ADJUSTMENTS (1,222) (1,222)

MARKET VALUE ADJUSTMENT - MARKETABLE SECURITIES AND DERIVATIVE INSTRUMENTS 84,405 84,405 

OTHER:  

  Revaluation reserve:  

    Realization of reserve:  

     Gross value (2,026) 2,026 

     Taxes 689 689 1,378 

NET INCOME FOR THE YEAR 60,002 60,002 

DESTINATIONS

  Reserves 3,000 62,466 (65,466)

  Dividends (14,269) (14,269)

BALANCE AT DECEMBER 31, 2003 1,162,000 44,925 4,236 62,466 41,554 1,315,181 

CHANGES FOR THE PERIOD (1,337) 3,000 62,466 84,405 (18,240) 130,294 

The accompanying notes are an integral part of these financial statements.

REVENUE RESERVES

 



BANCO DO NORDESTE DO BRASIL S.A.

STATEMENTS OF CHANGES IN FINANCIAL POSITION
FOR THE YEARS DECEMBER 31, 2003 AND 2002 AND FOR THE SIX-MONTH PERIOD ENDED DECEMBER 31, 2003
(Expressed in thousands of Brazilian reais - R$)

Six-month 
period ended Year ended December 31,

December 31, 2003 2003 2002

SOURCE OF FUNDS 2,015,271 2,867,431 4,154,560 
NET INCOME FOR THE PERIOD - ADJUSTED (1) 67,622 98,586 173,906 
DEFERRED INCOME VARIATION 361 361 (21)
MARKET VALUE ADJUSTMENT - MARKETABLE SECURITIES AND DERIVATIVE INSTRUMENTS 84,405 80,585 (19,613)
CAPITAL INCREASE 31 
PRIOR YEAR ADJUSTMENTS (1,222) (1,222)
REVALUATION RESERVE 1,378 1,378 
FROM THIRD PARTIES:
- INCREASE IN LIABILITIES:
    Deposits 41,502 
    Securities sold under repurchase agreements 48,310 
    Resources from securities issued 709 
    Interbank and interdepartmental accounts 7,888 
    Borrowings and onlendings 19,270 186,020 
    Derivative financial instruments 5 
    Other liabilities 1,668,165 2,238,717 1,071,800 
- DECREASE IN ASSETS:
    Interbank investments 2,151,325 
    Interbank and interdepartmental accounts 11,231 
    Lending operations 83,597 447,802 569,984 
    Other 315 
- SALE OF ASSETS AND INVESTMENTS:
    Other assets - Repossessed fixed assets 526 1,082 2,167 
    Property and equipment in use 327 142 (162)
    Investments 6 (1)

APPLICATION OF FUNDS 2,021,340 2,873,888 4,145,446 
DIVIDENDS AND BONUS PROPOSED 14,268 20,541 
INVESTMENT IN:
    Other assets - Repossessed fixed assets 539 1,398 2,794 
    Property and equipment in use 5,095 9,430 11,201 
    Investments 135 135 1,595 
DEFERRED CHARGES 875 1,780 1,206 
INCREASE IN ASSETS
    Interbank investments 299,194 254,569 
    Marketable securities 1,345,594 1,627,753 2,996,183 
    Interbank and interdepartmental accounts 17,765 16,075 
    Other credits 328,132 290,383 285,649 
    Other 93 39 
DECREASE IN LIABILITIES
   Deposits 309,182 11,082 
   Securities sold under repurchase agreements 15,463 676,890 
   Resources from securities issued 25,926 158,807 
   Interbank and interdepartmental accounts 9,743 7,800 
   Borrowings and onlendings 293,355 
   Derivative financial instruments 5 

INCREASE (DECREASE) IN CASH AND DUE FROM BANKS (6,069) (6,457) 9,114 

CHANGES IN FINANCIAL POSITION: increase (decrease) in cash and due from banks (6,069) (6,457) 9,114 
At beginning of the year 27,027 27,415 18,301 
At end of the year 20,958 20,958 27,415 

(1)STATEMENT OF ADJUSTED NET INCOME:
    NET INCOME 60,002 84,715 160,854 
    ADJUSTMENTS TO NET INCOME:
      Depreciation and amortization 7,136 13,304 12,499 
      Allowance for losses 484 567 553 

ADJUSTED NET INCOME 67,622 98,586 173,906 

The accompanying notes are an integral part of these financial statements.

 



 

BANCO DO NORDESTE DO BRASIL S.A. 
 
 
NOTES TO THE FINANCIAL STATEMENTS  
FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002 
(Currency amounts expressed in thousand of Brazilian reais - R$, unless otherwise stated)             
 
 
1. THE BANK AND ITS CHARACTERISTICS 
 

Banco do Nordeste do Brasil S.A. (the "Bank") is a private legal entity operating as a public 
financial institution established by Federal Law Nº 1,649 of July 19, 1952. The Bank was 
structured as a publicly held corporation of mixed capital and its mission is to promote the 
sustainable development of the Northeast Region of Brazil, providing financial resources and 
technical qualification support for enterprises operating in the region. 
 
In order to fulfill its mission, apart from extending credits for the implementation of 
businesses, Banco do Nordeste along with its customers, follows up businesses implemented 
with technical and managerial visits and provides additional of funds if necessary. 
 
Banco do Nordeste is authorized to operate as a multiple bank with all portfolios allowed to 
financial institutions of the same category, except the real estate credit portfolio. 
 
Banco do Nordeste as a development organ manages, among other development programs, 
the Northeast Investment Fund (FINOR) and the Northeast Constitutional Financing Fund 
(FNE). 
 
 

2. PRESENTATION OF FINANCIAL STATEMENTS 
 

These financial statements have been prepared in accordance with the accounting practices 
established by Brazilian Corporate Law and specific rules of the Central Bank of Brazil 
(BACEN) and the Brazilian Securities and Exchange Commission (CVM). 

 
 

3. ACCOUNTING PRACTICES 
 

a) Determination of Profit and Loss 
 

Revenues and expenses are recognized on an accrual basis. Significant policies followed 
are described below: 
 
a.1) Interest, monetary or exchange variations on current and long-term assets and 

liabilities are recorded on a "pro rata die" basis; 
 

a.2) Accruals, including taxes on vacation pay and 13th salary, are recognized on a 
monthly basis. 

 



  

BANCO DO NORDESTE DO BRASIL S.A. 
 
 

a.3) The effects of adjustments of assets to market or realizable value are considered 
where applicable. 

 
b) Current and Long-Term Assets 

 
Current and long-term assets are stated at realizable values, including accrued interest, 
monetary and exchange rate variations, less deferred income or allowance, when 
necessary, there must be emphasized that: 
 
b.1) Lending operations of Banco do Nordeste are contracted at normal market rates. 
 
b.2) An allowance for losses was recorded in accordance with Resolution Nº 2,682 of 

December 21, 1999 of the National Monetary Council. 
 
b.3) Marketable securities are registered by acquisition cost, including brokerage, being 

classified and evaluated as follow: 
− Trade securities - securities acquired for active and constant negotiations, 

adjusted to market value and its balancing item is income account; 
− Available-for-sale securities - securities that are not classified as trade or as held-

to-maturity category. They are recorded at market value, net from tax effects, and 
its balancing item is classified in the Bank’s stockholders’ equity; 

− Held-to-maturity securities - securities intended to be maintained until its 
maturity, recorded by acquisition cost plus interest having as balancing item 
income account. 

Securities had their records regarding short and long-term determined according to 
their maturity dates. However the accounting record in those categories does not 
characterize the non-availability of those papers, which continue being highly liquid. 

 
c) Permanent Assets 
 

Permanent assets are carried at acquisition cost plus monetary adjustment through 
December 31, 1995, observing the following: 
 
c.1) Investments are adjusted by an allowance for losses; 
 
c.2) Land and building in use are stated at revaluation value; 
 
c.3) Property and equipment in use are stated less depreciation which is provided by the 

straight-line method based on the following annual rates: Buildings - 4%; 
Transportation and data processing systems and vehicles - 20% and other - 10%; 

 
c.4) Deferred charges are comprised mainly of expenses incurred with software 

acquisition and development, installations and leasehold improvements less 
amortization, which is calculated using the straight-line method at a fixed annual rate 
of 20%. 

 



  

BANCO DO NORDESTE DO BRASIL S.A. 
 
 

d) Current and Long-Term Liabilities 
 

Current and long-term liabilities are stated at original amounts plus accrued interest, 
monetary and exchange rate variations, less deferred expenses. Available funds from the 
Northeast Constitutional Financing Fund (FNE) are record in current and long-term 
liabilities according to its maturity date, considering cash disbursement. 
 
Post-employment benefits provisions are recognized in conformity to Deliberation n° 371, 
of December 13, 2000, issued by Brazilian Securities and Exchange Commission (CVM). 
 

e) Income Tax, Social Contribution, PIS and COFINS 
 

Accruals are stated using the following rates over each tax basis demanded in Law: 
 

Income tax 15.00% 
Additional income tax 10.00% 
Social contribution 9.00% 
PASEP 0.65% 
COFINS 4.00% 

 
 
4. MARKETABLE SECURITIES AND DERIVATIVE INSTRUMENTS 
 

For obtainment of market value, the following criteria was adopted: 
− Fixed-Income securities: average negative goodwill level in the secondary market, 

published by National Association of Open Market Institutions (ANDIMA); 
− Variable-Income securities: average quotation of assets at São Paulo Stock Exchange 

(BOVESPA); 
 
a) Marketable securities 
 
According to Circular N° 3,068 of November 8, 2001 of Central Bank of Brazil, Banco do 
Nordeste do Brasil S.A. classified its own portfolio, as of December 31, 2003, as follow: 
 

TRADING SECURITIES 
                     December 31, 2003                                             December 31, 2002                         

TYPE Cost value Market value Maturity Cost value Market value Maturity 
       
FIXED-INCOME SECURITIES       
 National treasury notes 138,205 142,519 2004 to 2006 19,983 19,159 2003 
 Central Bank notes   187,904   203,541 2004 to 2006 369,879 355,700 2003 
 Financial treasury bill 3,164,148 3,171,672 2004 to 2008             -             -  
TOTAL 3,490,257 3,517,732  389,862 374,859  
 

 
 
 
 
 
 



 

BANCO DO NORDESTE DO BRASIL S.A. 
 
 

In 2003, for securities classified as trading securities, were recorded a positive adjustment 
related to mark to market of R$ 27,475 thousand (-R$ 15,003 thousand at December 31, 
2002). 
Since to 2002, 89% of the Securities portfolio (R$ 5,159,029 thousand) was classified as 
“Held to Maturity Securities”. Such classification reflected the prior Bank management 
strategy of not releasing the FNE resources, regarding that only R$ 374,859 thousand were 
classified as “Trading Securities”, as FNE resources, which should be free for its purpose 
that is the producing activities financing of Northeast Region, amounted R$ 1,826,170 
thousand as of December 31, 2002. So, objecting the adequation of the Bank cash flow and 
considering the new management strategy of doing the Bank accomplish effectively its role 
of FNE administrator, it was necessary the securities reclassification to “Trading Securities”, 
in amount of R$ 3,283,937 thousand, that occasioned a positive adjustment in the income for 
the year of R$ 13,365 thousand. Therefore, in the end of 2003, 47% of the Securities 
portfolio (R$ 3,517,732 thousand) was classified in “Trading Securities”, as FNE resources 
reached R$ 3,383,249 thousand, fact that make possible accomplish FNE lending operations 
without presentation of liquidity problems by the Bank while the liberation of those 
resources for the borrowers. 
 

AVAILABLE-FOR-SALE SECURITIES 
                   December 31, 2003                                           December 31, 2002                   

TYPE Cost value Market value Maturity Cost value Market value Maturity 
       
FIXED-INCOME SECURITIES  40,579  25,707   166,704  146,501  
 Financial treasury bill        114,862   113,052   2003 to 2008 
 Agricultural debt securities 149 106 2004 to 2011 258 198 2003 to 2011 
 Government securities – other 23,055 8,353 2004 to 2005 31,327 16,417 2003 to 2005 
 Fixed-income securities – other 17,375 17,248 2027 20,257 16,834 2027 
INVESTMENT FUND QUOTES        684          572   
 Social development fund (FDS) 684  No maturity 572  No maturity 
VARIABLE-INCOME SECURITIES 145,242 225,463  146,324 110,169  
 Other fiscal incentives (FINOR) 5,294 1,369 No maturity 6,377 1,472 No maturity 
 Investments in stocks 139,948 224,094 No maturity 139,947 108,697 No maturity 
PLEDGED SECURITIES     1,706               2004 to 2005     2,209               2003 to 2005 
TOTAL 188,211 251,170  315,809 256,670  
 
Due to the classification of securities in Available-for-Sale category there is recorded an 
amount of R$ 62,959 thousand (R$ 59,139 thousand, at December 31, 2002) in “Market 
Value Adjustment - Marketable Securities and Derivative Instruments” account, classified in 
the Bank’s stockholders’ equity. This adjustment, net from taxes effects, corresponds to 
R$ 41,554 thousand (R$ 39,032 thousand, at December 31, 2002). 
In 2003, it was recorded a negative adjustment of R$ 793 thousand related to sell of 
securities classified in Available-for-sale category, as provided in Circular Letter Nº 3,026, 
of July 5, 2002, of the Central Bank of Brazil. 
 
 
 
 
 
 
 
 
 



 

BANCO DO NORDESTE DO BRASIL S.A. 
 
 

HELD-TO-MATURITY SECURITIES 
                  December 31, 2003                                        December 31, 2002                      

TYPE Cost value Market value Maturity Cost value Market value Maturity 
       
FIXED-INCOME SECURITIES       
 Financial treasury bill 3,647,750 3,662,193 2004 to 2008 5,055,872 4,879,107 2003 to 2008 
 National treasury bill 249 249 2012 to 2014 225 225 2012 to 2014 
 Investment Fund Quotes - Enterprising Northeast 1,800 1,406 2011    
 National treasury notes NTN              43,796           40,318 2003 
 Central Bank Notes NBC ________ ________       59,136      53,957 2003 
TOTAL 3,649,799 3,663,848  5,159,029 4,973,607  
       
 
b) Derivative instruments 
 
Banco do Nordeste  do not have any derivative instruments, as of December 31, 2003. 
 
As of December 31, 2002 the Bank had only one swap operation entered into with a 
customer, registered with the Clearing House for the Custody and Financial Settlement of 
Securities (CETIP). The nominal value of this operation is recorded in memorandum 
accounts (overall basis), and the corresponding net book value, adjusted to market value, in 
the Differential Payable account, as follow: 

 
ASSET POSITION GLOBAL AMOUNT AMOUNT RECEIVABLE 

   
Pre-fixed 55 _ 

   
LIABILITY POSITION GLOBAL AMOUNT AMOUNT PAYABLE 

   
CDI (Interbank deposit rate) 55 2 

 
Risk of operations at fair value – (R$ 5 thousand). 
Credit risk of swap – (R$ 1 thousand) 

 
 The swap contract mature before 360 days. 
 

The market value of the swap operations is calculated at rates published by the National 
Association of Open Market Institutions – (ANDIMA).  For credit risk, the Bank uses 
correlation indexes and risk factors adopted by the Central Bank of Brazil. 

 
 
 
 
 
 
 
 
 
 
 



 

BANCO DO NORDESTE DO BRASIL S.A. 
 
 

5. CREDIT PORTFOLIO AND ALLOWANCE FOR LENDING LOSSES 
 

a) Detail by type: 
 

 December 31, 2003 December 31, 2002 
   
Depositors advances 118 222 
Loans 180,802 198,785 
Discounted drafts 1,884 2,194 
Financing 913,932 1,190,957 
Export financing 8,458 7,596 
Foreign currency financing 98 3,078 
Government refinancing 462,991 429,770 
Rural and agribusiness financing 1,196,556 1,387,519 
Real estate investments 228 7,165 
Infrastructure and development financing    951,327 1,149,366 
LENDING OPERATIONS 3,716,394 4,376,652 
Guarantees honored  1 
Income receivable on advances 189 1,752 
Debtors for purchasing of goods and values 3,475 5,784 
Securities and credits receivable 9,620 43,759 
Import financing (*)  597 
Advance on export contracts (*)      38,663      22,110 
OPERATIONS SIMILAR TO LENDING OPERATIONS      51,947      74,003 
TOTAL 3,768,341 4.450,655 
   

(*) Accounts classified as OTHER LIABILITIES/Foreign exchange portfolio. 
 
The credit portfolio decreased mainly because of credits written off in the period 
(Note 5.d) and transfers of operations to the Federal Government (Note 5.g) and FNE 
(Note 5.h). 
 

b) Detail by maturity: 
 

                                                                                      Normal credits                                                              

Type 
Up to 90 

days 
From 91 to 
180 days 

From 181 to 
360 days 

Above 
360 days 

Total December 
 31, 2003 

Total December  
31, 2002 

       
RURAL 17,224 17,689 16,600 842,307 893,820 1,071,706 
INDUSTRY 76,755 29,307 60,867 286,670 453,599 526,281 
GOVERNMENT 20,143 18,347 14,637 1,348,121 1,401,248 1,569,610 
OTHER SERVICES 8,963 8,948 19,205 132,425 169,541 202,062 
COMMERCE 56,564 34,619 27,324 65,858 184,365 195,616 
FINANCIAL INTERMEDIARIES 11 7,264 9,949 9,006 26,230 40,397 
HOUSING SYSTEM 16 14 34 164 228 6,407 
CONSUMER CREDITS     1,762        723        966           680        4,131        1,554 
TOTAL 181,438 116,911 149,582 2,685,231 3,133,162 3,613,633 
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e) Allowance expenses 
 
 Six month period 

ended June 30, 2003 December 31, 2003 December 31, 2002 
    
(+) Expenses on allowances for lending losses 90,987 207,691 423,533 
(+) Expenses on allowances for other credits - 9,501 35,719 
(-) Reversal of operating allowances (1,778) (3,221) (344) 
(=) Allowance for losses on lending operations 89,209 213,971 458,908 
(+) Allowance for losses on other credits   13,260   22,409             - 
(=) Closing balance 102,469 236,380 458,908 

 
f) Credits written off as losses have been recovered in the year in amount of 

R$ 136,686 thousand (R$ 348,821 thousand at December 31, 2002), and renegotiations of 
operations totaled R$ 310,221 thousand (R$ 950,773 thousand at December 31, 2002). 

 
g) According to Provisional Measure Nº 2,196-3, of August 24, 2001, which established the 

Federal Financial Institutions Strengthening Program, there were followed other actions 
related to accomplishment of that Program complying to items II and IV of article 2 of  
the mentioned Provisional Measure, which authorizes the Federal Government to acquire 
the corresponding credits of rural financing operations renegotiated, based in Law 
Nº 9,138, of November 29, 1995, and as established in Resolution Nº 2,471, of February 
26, 1998, of the National Monetary Council, celebrated by Federal Banks, with their own 
resources or National Economic and Social Development Bank - BNDES resources. It 
was published on the Official Daily Government Newspaper (Diário Oficial da União – 
DOU) of January 6, 2003 dispatch of the Finance Ministry edited on December 31, 2002, 
authorizing the contract of these credits assignment from the Bank to the Federal 
Government which grants the transfer of all rights, advantages and guarantees 
correspondent to operations referred in Provisional Measure Nº 2,196-3, of August 24, 
2001. The assignments, recorded in Other Credit/Specific Credits, are updated with IGP-
M variation and totaled R$ 546,677 thousand (R$ 396,007 thousand at December 31, 
2002). 

 
h) Due to the application of article 9 of Law Nº 10,464, of May 24, 2002 and article 8 of 

Provisional Measure 114, of March 31, 2003, (Law No 10,696, as of September 2, 2003), 
which concerns about operations  conversion from rural and agribusiness credit for the 
Northeast Constitutional Financing Fund - FNE, there were converted for the 
Constitutional Fund scope, maintaining PRONAF financial conditions, operations 
originally conceded with other funds resources to family farmers. The balance of these 
operations reached at December 31, 2003 R$  869,151 thousand (R$ 810,542 thousand at 
December 31, 2002). 

 
As established in Resolution Nº 3,018, of August 29, 2002, the financing credit risk 
transfer is 50% (fifty percent) for the financial agent and 50% (fifty percent) for the 
operation Constitutional Fund beneficiary, as orderly by article 6 of Law Nº 10,177, of 
January 12, 2001. 
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i) The Bank presents in its credit portfolio a significant quantity of operations with 
characteristics of development bank, most of them addressed to familiar agriculture 
activities. Using the prerogative of article 5th, of Resolution N° 2,682 of the National 
Monetary Council, although its use in a more conservative basis, there was proceeded a 
review of the classification for client’s operations with total responsibility up to R$ 35 
thousand, classifying as level “B” the operations not overdue, resulted in a reversal of 
operating allowances of R$ 79,310 thousand, being R$ 34,296 thousand of its own 
portfolio and R$ 45,014 thousand of FNE portfolio. In the other hand, as another risk 
classification adequacy action, it was recognized allowances, in amount of R$ 24,920 
thousand, over lending operations guaranteed by funds and over overdue financial 
charges of lending operations renegotiated as provided by Resolution N° 2,471 (PESA). 

 
6.   LONG-TERM LIABILITIES 
 

Domestic borrowings and onlending are subject to interest rates that vary from 0 to 11% per 
annum, with maturity from 4 to 20 years averaging at 7 years. The monetary adjustment, where 
applicable as per legal and contractual clauses, is calculated based on official rates issued by 
the Central Bank of Brazil. 
 
The borrowings from the BNDES are subject to interest based on the TJLP (long-term interest 
rate) plus average spread of 2% per annum, with an average maturity of 6 years. 
 
The borrowings from the Fund for Workers Assistance (FAT), recorded in Special Deposits, 
amounting of R$ 1,721,469 thousand (R$ 2,227,588 thousand, as of December 31, 2002), are 
subject to interest based on SELIC rate, when not used in lending operations, and based on 
TJLP after being released to the borrowers. The average maturity is 6 years with final payment 
in 2012. The free resources, monetarily adjusted at SELIC rate, totaled R$ 514,880 thousand 
(R$ 666,656 thousand, as of December 31, 2002). 

 
Foreign borrowings are subject to interest rates, which vary from 1.62% to 11.43% per annum 
(including Income Tax), with an average maturity of 8 years and final payment to the 
Interamerican Development Bank (IDB) in 2019. The exchange rate adjustment, if stipulated 
by contractual clauses, is calculated based on official rates issued by the Central Bank of 
Brazil. 
 
The resources from Eurobonds issued are subject to interest rates, which vary from 9.63% to 
11.38% per annum, with the maturity of the last “tranche” due on March 7, 2005. 
 
Loan assets are subject to the same conditions as loan liabilities, in terms of interest and 
maturity, and are secured by guarantees and other collateral. 
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7. FINANCIAL STATEMENTS MAINLY ACCOUNTS DETAIL 
 
 

a) Other Credits 
 

 December  
31, 2003 

December  
31, 2002 

   
RECEIVABLES FOR GUARANTEES HONORED -            1 
FOREIGN EXCHANGE PORTFOLIO     38,300   36,244 
  Unsettled exchange purchases 38,111 34,492 
  Rights on foreign exchange sales - 597 

   Other  189 1,155 
INCOME RECEIVABLE      6,850      2,995 
SPECIFIC CREDITS 546,968  396,077 
  National treasury - rural Credit Lengthening/Resolution N°2471 (Note 5.g) 546,677 396,007 
  National treasury - rural Credit Lengthening/Resolution N°2238 291 70 
SUNDRY  718,982  603,372 

   Tax credits – temporary differences 482,555 389,704 
  Tax credits – marketable securities and derivative instruments 54,315 37,024 
  Debtors for guarantee deposits 54,407 41,913 
  Taxes and contributions to be offset  44,454 39,279 
  Options for fiscal incentives 26,748 26,748 
  Security and credits receivable 9,620 43,759 
  Other 46,883 24,945 
ALLOWANCES FOR OTHER LOSSES   (28,180)  (46,152) 

   Similar to lending operation (5,770) (46,152) 
  Not similar to lending operation (22,410) - 
TOTAL 1,282,920   992,537 
          CURRENT 820,731 575,214 
          LONG-TERM 462,189 417,323 
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b) Deposits 
 

 December 
31, 2003 

December 
31, 2002 

   
DEMAND DEPOSITS    342,622    180,379 
  Investments deposits 229,899 74,514 
  Foreign currencies deposits 49,133 52,517 
  Governments deposits 20,158 23,595 
  Linked deposits 24,586 17,176 
  Other 18,846 12,577 
SAVINGS DEPOSITS    354,172    310,491 
  Free savings deposits – Individual 263,316 242,607 
  Free savings deposits – Corporate 90,679 67,720 
  Other 177 164 
INTERBANKS DEPOSITS        5,627      22,269 
TIME DEPOSITS 2,064,379 2,562,843 
  Time deposits 325,408 321,992 
  Interest-bearing judicial deposits 17,502 13,263 
  Interest-bearing judicial deposits/Fund for workers assistance 

(FAT) - available resources   514,880   666,656 
     Urban Proger 97,829 142,337 
     Rural Proger 108,678 147,007 
     Pronaf 218,657 225,247 
     Protrabalho 65,741 126,402 
     Dryness 23,975 25,663 
  Interest-bearing judicial deposits/Fund for workers assistance 

(FAT) - applied resources 1,206,589 1,560,932 
     Urban Proger 330,478 666,314 
     Rural Proger 74,833 91,030 
     Pronaf 106,455 102,902 
     Protrabalho 656,110 630,843 
     Dryness      38,713      69,843 
TOTAL 2,766,800 3,075,982 
          CURRENT  962,306 1,102,908 
          LONG-TERM 1,804,494 1,973,074 

 




