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Rating Action: Banco Paulista S.A.

Moody's assigns first-time ratings to Banco Paulista

New York, July 10, 2008 -- Moody's Investors Service assigned a bank financial strength rating (BFSR) of E+
to Banco Paulista S.A. (Paulista). At the same time, Moody's gave the bank ratings for long- and short-term
global local-currency (GLC) deposits of B1 and Not Prime, respectively. Paulista also received long- and
short-term foreign currency deposit ratings of B1 and Not Prime. In addition, Moody's assigned long- and
short-term Brazilian National Scale ratings of Baa2.br and BR-3, respectively, to Paulista. All ratings have
stable outlook.

Moody's noted that the E+ BFSR reflects the challenges related to Paulista's developing banking franchise as
it focuses on the consumer finance segment, and on vehicle financing, in particular. The rating also
addresses the bank's limited financial flexibility as indicated by modest recurring profitability, poorly
diversified funding sources, and tight capital structure, which may constrain growth prospects.

Paulista's shift in business focus over the past two years from commercial lending to payroll lending, and
then to vehicle financing has sacrificed asset quality, at least when indicators are measured against the
bank's prior history of low delinquencies. In addition, Paulista's thin capital base prompted management to
lever its origination capability by securitizing loans in the local capital markets.

Moody's emphasized that Paulista's business-diversification efforts are positive from a credit perspective, as
is its well-recognized operation of providing financial and clearing services to Brazilian brokerage houses.
The bank's traditional foreign exchange business contributes to steady fee-based earnings, operating on the
back of a prudent risk and compliance framework.

Moody's, however, said that it is also critical that the bank's expansion ensures that both profitability and
asset quality metrics be maintained to support sustainable and recurrent earnings generation. Improved
corporate governance would also go far in contributing to future growth and business sustainability, Moody's
added.

The B1 global local-currency deposit rating incorporates Banco Paulista's Baseline Credit Assessment of B1,
as well as Moody's assessment that no systemic support would be available in case of stress because of the
bank's limited market share in terms of deposits.

Banco Paulista is headquartered in Sdo Paulo, Brazil. As of March 2008, the bank reported R$968.4 million
in assets and R$118.7 million in equity.

The following ratings were assigned to Banco Paulista S.A.:
Bank Financial Strength Rating: E+

Global Local-Currency deposits, long term: B1

Global Local-Currency deposits, short term: Not Prime
Foreign Currency deposits, long term: B1

Foreign Currency deposits, short term: Not Prime

Brazilian National Scale rating, long term: Baa2.br

Brazilian National Scale rating, short term: BR-3

Outlook: Stable
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