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Shares of Brazil’s major banks fell sharply on Tuesday (Aug 19), 
wiping out roughly R$40 billion in market value. The move 
reflected a decision by Supreme Court Justice Flávio Dino, who 
ruled that foreign laws and court orders have no immediate 
validity in Brazil — an interpretation widely seen as an indirect 
reference to the Magnitsky Act, recently applied against Justice 
Alexandre de Moraes. The U.S. sanction prevents Moraes from 
holding accounts and investments in institutions connected to 
the American financial system, and the Supreme Court’s ruling 
created a deadlock: while Washington reaffirmed that no foreign 
court can override its sanctions, Brazilian banks now face the 
dilemma of whether to comply with domestic law or adhere to 
international rules with extraterritorial reach. 

This situation has heightened risk aversion in financial markets by 
exposing the banking sector to potentially significant 
consequences. Institutions with operations or assets in the U.S. 
remain obliged to follow U.S. law, under penalty of asset freezes, 
restrictions in the dollar payment system, and higher 
international funding costs due to the cascading effect of 
commercial isolation should they fail to comply with external 
requirements. At the same time, disregarding the Supreme 
Court’s decision could trigger domestic penalties, increasing the 
perception of legal instability and reinforcing uncertainty 
surrounding the banks' activities. 
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Magnitsky Act 

The Global Magnitsky Act (2016) allows the United States to 
sanction foreign individuals and entities involved in serious 
human rights violations or significant corruption. 

The sanctions have an extraterritorial reach, as they apply to any 
operation involving “U.S. persons” — U.S. individuals or entities, 
including banks, brokers, clearing systems, and card issuers. 
Enforcement is carried out by the U.S. Treasury Department 
through the Office of Foreign Assets Control (OFAC), which has 
already imposed multibillion-dollar fines on foreign banks in 
similar cases. 

The measures include: 

• Travel bans to the U.S.: blocking or revoking previously issued 
visas. 

• Asset freeze: blocking of assets, accounts, and investments 
located in the U.S. or transiting through the U.S. financial 
system. 

• Prohibition of financial transactions: any operation routed 
through U.S. institutions (or their subsidiaries) is subject to 
blocking. This directly affects dollar-denominated 
transactions, as they almost always pass through 
correspondent banks in the U.S. Additionally, there is an 
important component in retail finance: the main credit card 
brands (Visa, Mastercard, and Amex) are American 
companies. In practice, a person sanctioned by the Magnitsky 
Act may be prevented from using cards issued by these 
networks, even if supplied by Brazilian banks, since transaction 
processing depends on systems under U.S. jurisdiction. 
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• Secondary sanctions: third parties that facilitate or attempt to 
circumvent these restrictions may also be penalized, including 
multibillion-dollar fines (e.g., BNP Paribas, which paid USD 8.9 
billion for violating U.S. sanctions). 

• 50% rule: companies controlled by 50% or more by sanctioned 
individuals are automatically blocked, as has been verified in 
previous OFAC rulings. 

Alexandre de Moraes and the Supreme Court 
Decision 

In Brazil, Supreme Court Justice Alexandre de Moraes was 
included in the U.S. list of sanctioned individuals, preventing him 
from holding accounts, investing, or carrying out transactions 
involving institutions linked to the American financial system. This 
created an immediate impasse for Brazilian banks, as even basic 
services such as credit card usage could, in theory, be affected. 

The issue was further aggravated by a ruling from Supreme Court 
Justice Flávio Dino, who stated that foreign laws and court 
decisions have no automatic effect in Brazil — they are only valid 
once ratified domestically. Although the case at hand addressed 
a different matter, markets interpreted the decision as an indirect 
form of protection for Moraes. 

On August 20, Moraes himself stated that Brazilian banks could be 
penalized domestically if they froze assets in the country based 
on foreign sanctions without judicial ratification. The statement 
reinforced the dilemma: institutions are simultaneously exposed 
to secondary sanctions in the U.S. and to legal action in Brazil if 
they choose to comply with external measures. 

The situation gained further visibility on August 21 with reports that 
Banco do Brasil had blocked an American-branded credit card 
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held by Moraes due to the Magnitsky Act sanctions. According to 
news outlets, it remains unclear which brand was involved, but the 
Justice was reportedly offered a replacement card not tied to U.S. 
jurisdiction. The case is symbolic as it shows that, even without an 
official announcement, Banco do Brasil has complied with U.S. law 
by restricting the use of a product linked to an American payment 
network subject to sanctions. 

Impact on Banks 

Secondary Sanctions. Should Brazilian banks fail to comply with 
the restrictions imposed, they would be subject to penalties that, 
although enforced abroad, have the potential to directly 
compromise their operations in Brazil. 

• Loss of access to the U.S. financial system. Banks may be 
excluded from the dollar market, lose relationships with 
correspondent banks, and even be banned from operating in 
the U.S. 

• Freezing of assets and blocking of transactions. Assets held 
in institutions under U.S. jurisdiction may be frozen, and new 
transactions — particularly in dollars — may be blocked. 

• Fines and financial penalties. Even indirectly, banks can be 
subject to multibillion-dollar penalties; the case of BNP Paribas 
(USD 8.9 billion fine for sanctions violations) is an extreme 
example. 

• “Over-compliance” and service withdrawal. As a precaution, 
many U.S. companies may restrict or terminate relationships 
with Brazilian institutions deemed high risk, even if the 
sanctions are personal. This could compromise banks’ access 
to critical services such as cloud providers, corporate 
softwares, and payment processors, while also causing 
delays in international transactions and higher operating 
costs. 
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• “Cascade effect”. If Bank A services a sanctioned individual 
while maintaining a relationship with Bank B, the latter may 
also be deemed “contaminated”, even without direct ties to 
the sanctioned party, under the argument that it could be 
indirectly facilitating prohibited transactions. In such cases, 
both become subject to secondary sanctions, broadening the 
reach of the Magnitsky Act. This suggests that a contaminated 
person, whether natural or legal, can consequently affect all 
other companies that may be related to them. As a result, the 
law's sanctions generate a domino effect, in which 
companies, in order to avoid sanctions, distance themselves 
from the primary sanctioned party, leading to the isolation of 
that party. For this reason, the financial impact cannot be 
restricted only to direct sanctions but must also include 
foregone revenues resulting from the termination of such 
relationships. 

Banco do Brasil, Bradesco, Itaú, Santander and 
BTG 

Banco do Brasil, Bradesco, Itaú and BTG Pactual have 
subsidiaries and offices in the U.S., which exposes them directly 
to U.S. regulation in their operations. Santander Brasil, in turn, 
does not operate directly in the U.S. However, as it is controlled by 
the Spanish parent company, which maintains significant 
operations in the U.S., it can still be affected by compliance 
decisions at the group level, reducing its autonomy in scenarios 
of heightened regulatory risk. 

In addition, all banks carry significant indirect exposure: dollar 
settlements rely on U.S. correspondent banks, client transactions 
are processed through American card networks (Visa, 
Mastercard, Amex, Diners, etc.), and external funding often 
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involves intermediaries under U.S. jurisdiction — channels that 
increase vulnerability to extraterritorial sanctions. 

Conclusion and Possible Outcomes 

The most pragmatic course of action for banks is the closure or 
segregation of accounts held by sanctioned clients, a practice 
already supported by Brazilian case law (STJ) and one that 
reduces the risk of penalties in the U.S. In the short term, 
institutions should reinforce compliance policies and review 
sensitive relationships. In the medium term, outcomes will depend 
on two possible paths: (i) flexibility or clarification from the U.S. 
regarding the scope of sanctions, or (ii) a conflict escalation, with 
direct implications for dollar funding, spreads, and overall risk 
perception in the sector. 
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Genial Rating

Definition Coverage

Buy Expected return above +10% in relation to the Company's sector average  49%

Neutral Expected return between +10% and -10% relative to the Company's industry average 41%

Sell Expected return below -10% in relation to the Company's sector average 5%

under Review Under review 5%

Disclosure Section 
GENERAL DISCLAIMER 
This report has been produced by the research department 
(“Genial Institutional Research”) of Genial Institutional Corretora de 
Câmbio, Títulos e Valores Mobiliários S.A. (“GENIAL INSTITUTIONAL 
CCTVM”). Genial Institutional is a brand name of Genial 
Investimentos CCTVM.   

 

 

This report may not be reproduced or redistributed to any other 
person, in whole or in part, for any purpose, without the prior 
written consent of GENIAL INSTITUTIONAL CCTVM. GENIAL 
INSTITUTIONAL CCTVM accepts no liability whatsoever for the 
actions of third parties in this respect. 

This research report is for distribution only under such 
circumstances as may be permitted by applicable law.           
This research report has no regard to the specific investment 
objectives, financial situation or particular needs of any specific 
recipient, even if sent only to a single recipient. This research 
report is not guaranteed to be a complete statement or 
summary of any securities, markets, reports or developments 
referred to in this research report. Neither GENIAL INSTITUTIONAL 
CCTVM nor any of its directors, officers, employees or agents 
shall have any liability, however arising, for any error, inaccuracy 
or incompleteness of fact or opinion in this research report or 
lack of care in this research report’s preparation or publication, 
or any losses or damages which may arise from the use of this 
research report 
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GENIAL INSTITUTIONAL CCTVM may rely on information barriers, 
such as “Chinese Walls” to control the flow of information within 
the areas, units, divisions, groups, or affiliates of GENIAL 
INSTITUTIONAL CCTVM. 

Investing in any non-U.S. securities or related financial 
instruments (including ADRs) discussed in this research report 
may present certain risks. The securities of non-U.S. issuers may 
not be registered with, or be subject to the regulations of, the U.S. 
Securities and Exchange Commission. Information on such non-
U.S. securities or related financial instruments may be limited. 
Foreign companies may not be subject to audit and reporting 
standards and regulatory requirements comparable to those in 
effect within the United States. 

The value of any investment or income from any securities or 
related financial instruments discussed in this research report 
denominated in a currency other than U.S. dollars is subject to 
exchange rate fluctuations that may have a positive or adverse 
effect on the value of or income from such securities or related 
financial instruments. 

Past performance is not necessarily a guide to future 
performance and no representation or warranty, express or 
implied, is made by GENIAL INSTITUTIONAL CCTVM with respect to 
future performance. Income from investments may fluctuate. The 
price or value of the investments to which this research report 
relates, either directly or indirectly, may fall or rise against the 
interest of investors. Any recommendation or opinion contained 
in this research report may become outdated as a consequence 
of changes in the environment in which the issuer of the 
securities under analysis operates, in addition to changes in the 
estimates and forecasts, assumptions and valuation 
methodology used herein. 
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The locally listed shares of Brazilian companies may only be 
purchased by investors outside of Brazil who are “eligible 
investors” within the meaning of applicable laws and regulations. 

2. ANALYST(S) DISCLOSURES AND CERTIFICATION 

The principal analyst, EDUARDO NISHIO, is responsible for the 
content of this report and for meeting the requirements of 
Securities and Exchange Commission of Brazil (CVM) Instruction 
598/2018. 

The analysts hereby certify that the views expressed in this 
research report accurately reflect their personal views about the 
subject securities or issuers and it was prepared in an 
independent manner, including with respect to the person and to 
GENIAL INSTITUTIONAL.  

The analyst hereby certifies that he (she) has no connection with 
any individual who works for the issuer(s) discussed in this report. 

The analyst hereby certifies that he (she), or his (her) spouse or 
companion, either directly or indirectly, in his or her own name or 
on behalf of a third party, does not hold any of the securities 
covered in this report. 

The analyst hereby certifies that he (she), or his (her) spouse or 
companion, is not directly or indirectly involved in the purchase, 
disposal or brokering of the securities covered in this report. 

The analyst hereby certifies that he (she), or the his (her) spouse 
or companion, has no direct or indirect financial interest in the 
issuer covered in this report (other than trading shares in 
investment funds, in which the analyst cannot control, directly or 
indirectly, the administration or management of the fund, or 
which do not concentrate investments in sectors or companies 
that are covered by reports produced by the analyst).  



 

 
 
 
analisa.genialinvestimentos.com.br 10 
 
 

Equity Research | Financials 
August 22, 2025 

 
 

 

The analyst’s compensation is, directly or indirectly, determined 
by income from GENIAL INSTITUTIONAL´s business and financial 
operations. 

In addition, the analysts certify that no part of their 
compensation was, is, or will be directly or indirectly related to 
the specific recommendations or views expressed in this 
research report. 

The compensation of the analyst who prepared this report is 
determined by research management and senior management 
(not including investment banking). Analyst compensation is not 
based on investment banking revenues, however, compensation 
may relate to the revenues of GENIAL INSTITUTIONAL CCTVM, its 
affiliates and/or subsidiaries as a whole, of which investment 
banking, sales and trading are a part. Compensation paid to 
analysts is the sole responsibility of GENIAL INSTITUTIONAL CCTVM. 

The analyst hereby certifies that he (she), or his (her) spouse or 
companion, does not serve as an officer, director, or advisory 
board member of the subject company. 

The principal analyst is responsible for the content of this report 
and for meeting the requirements of Securities and Exchange 
Commission of Brazil (CVM) Instruction 598/2018. 

Unless otherwise stated, the individuals listed on the cover page 
of this report are research analysts. 

3. ADDITIONAL DISCLOSURE  

I) This document was prepared by GENIAL INSTITUTIONAL 
Research and is hereby supplied for the sole purpose of 
providing information about companies and their securities. 

II) The information contained herein is provided for informational 
purposes only and does not constitute an offer to buy or sell, and 
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should not be construed as a solicitation to acquire, any 
securities in any jurisdiction. The opinions expressed herein 
regarding the purchase, sale or holding of securities, or with 
respect to the weighting of such securities in a real or 
hypothetical portfolio, are based on careful analysis by the 
analysts who prepared this report and should not be construed 
by current or future investors as recommendations for any 
particular investment decision or action. The investor’s final 
decision should be made considering all of the risks and fees 
involved. This report is based on information obtained from 
primary or secondary public sources, or directly from companies, 
and is combined with estimates and calculations prepared by 
GENIAL INSTITUTIONAL CCTVM. This report does not purport to be a 
complete statement of all material facts related to any 
company, industry, security or market strategy mentioned. The 
information has been obtained from sources believed to be 
reliable, but GENIAL INSTITUTIONAL CCTVM does not make any 
express or implied representation or warranty as to the 
completeness, reliability or accuracy of such information. The 
information, opinions, estimates and projections contained in this 
document are based on current data and are subject to change. 
Prices and availability of financial instruments are indicative only 
and subject to change without notice. GENIAL INSTITUTIONAL 
CCTVM is under no obligation to update or revise this document 
or to advise of any changes in such data. 

III) The securities discussed in this report, as well as the opinions 
and recommendations contained herein, may not be 
appropriate for every type of investor. This report does not take 
into account the investments objectives, financial situation or 
particular needs of any particular investor. Investors who wish to 
buy, sell or invest in securities that are covered in this report 
should seek independent financial advice that takes individual 
characteristics and needs into consideration, before making any 
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investment decision with respect to the securities in question. 
Each investor should make independent investment decisions 
after carefully analyzing the risks, fees and commissions involved. 
If a financial instrument is denominated in a currency other than 
an investor’s currency, changes in exchange rates may 
adversely affect the price or value of, or the income derived from 
the financial instrument, and the reader of this report assumes 
all foreign exchange risks.  Income from financial instruments 
may vary, and therefore their price or value may rise or fall, either 
directly or indirectly. The information, opinions and 
recommendations contained in this report do not constitute and 
should not be interpreted as a promise or guarantee of a 
particular return on any investment. Past performance does not 
necessarily indicate future results, and no representation or 
warranty, express or implied, is made herein regarding future 
performance. Therefore, GENIAL INSTITUTIONAL CCTVM, its 
affiliated companies, and the analysts involved in this report take 
no responsibility for any direct, indirect or consequential loss 
resulting from the use of the information contained in this report, 
and anyone using this report undertakes to irrevocably indemnify 
GENIAL INSTITUTIONAL CCTVM and its affiliates from any claims 
and demands. 

IV) Prices in this report are believed to be reliable as of the date 
on which this report was issued and are derived from one or 
more of the following: (I) sources as expressly specified 
alongside the relevant data; (II) the quoted price on the main 
regulated market for the security in question; (III) other public 
sources believed to be reliable; or (IV) GENIAL INSTITUTIONAL 
CCTVM’s proprietary data or data available to GENIAL 
INSTITUTIONAL CCTVM.  

V) No representation or warranty, either express or implied, is 
provided in relation to the accuracy, completeness or reliability 
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of the information contained herein, except with respect to 
information concerning GENIAL INSTITUTIONAL CCTVM, its 
subsidiaries and affiliates. In all cases, investors should conduct 
their own investigation and analysis of such information before 
taking or omitting to take any action in relation to securities or 
markets that are analyzed in this report. 

VI) GENIAL INSTITUTIONAL CCTVM makes no representations herein 
that investors will obtain profits. GENIAL INSTITUTIONAL CCTVM will 
not share with investors any investment profits nor accept any 
liability for any investment losses. Investments involve risks and 
investors should exercise prudence in making their investment 
decisions. GENIAL INSTITUTIONAL CCTVM accepts no fiduciary 
duties on behalf of recipients of this report and in 
communicating this report is not acting in a fiduciary capacity. 
This report is not to be relied upon in substitution for the exercise 
of recipient’s independent judgment.  Opinions, estimates, and 
projections expressed herein constitute the current judgment of 
the analyst responsible for the substance of this report as of the 
date on which the report was issued and are therefore subject to 
change without notice and may differ or be contrary to opinions 
expressed by other business areas or groups of GENIAL 
INSTITUTIONAL CCTVM as a result of using different assumptions 
and criteria. The information, opinions and recommendations 
contained in this report do not constitute and should not be 
interpreted as a promise or guarantee of a particular return on 
any investment.  

VII) Because the personal views of analysts may differ from one 
another, GENIAL INSTITUTIONAL CCTVM, its subsidiaries and 
affiliates may have issued or may issue reports that are 
inconsistent with, and/or reach different conclusions from, the 
information presented herein. Any such opinions, estimates, and 
projections must not be construed as a representation that the 
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matters referred to therein will occur. Prices and availability of 
financial instruments are indicative only and subject to change 
without notice. Income from financial instruments may vary, and 
therefore their price or value may rise or fall, either directly or 
indirectly. 

VIII) This document may not be: (a) photocopied or duplicated in 
any manner, in whole or in part, and/or (b) distributed without 
GENIAL INSTITUTIONAL CCTVM’s prior written consent.  GENIAL 
INSTITUTIONAL CCTVM accepts no liability whatsoever for the 
actions of third parties in this respect. 

IX) Neither GENIAL INSTITUTIONAL CCTVM nor any of its affiliates, 
nor any of their respective directors, employees or agents, 
accepts any liability for any loss or damage arising out of the 
use of all or any part of this report. 

X) GENIAL INSTITUTIONAL CCTVM (or its affiliates, officers, directors 
or employees) may, to the extent permitted by law, have acted 
upon or used the information herein contained before the 
publication of this report and may have a position in securities 
issued by the companies mentioned herein and may make a 
market or act as a principal in any transactions in any such 
securities. Genial Institutional may from time to time perform 
investment banking or other services to, or solicit investment 
banking or other business from, the companies mentioned 
herein.  

4.  IMPORTANT DISCLOSURES FOR U.S. PERSONS 

This research report was prepared by Genial Institutional CCTVM, 
a company authorized to engage in securities activities in Brazil. 
Genial Institutional CCTVM is not a registered broker-dealer in the 
United States and, therefore, is not subject to U.S. rules regarding 
the preparation of research reports and the independence of 
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research analysts. This research report is provided for distribution 
to “major U.S. institutional investors” in reliance on the exemption 
from registration provided by Rule 15a-6 of the U.S. Securities 
Exchange Act of 1934, as amended (the “Exchange Act”) and is 
not being provided pursuant to a soft-dollar arrangement. 

Any U.S. recipient of this research report wishing to effect any 
transaction to buy or sell securities or related financial 
instruments based on the information provided in this research 
report should do so only through Auerbach Grayson & Company 
LLC ("AGCO"), a registered broker dealer in the United States with 
an office at 20 West 55th Street New York, NY 10019, (212) 453-
3523 . Under no circumstances should any recipient of this 
research report effect any transaction to buy or sell securities or 
related financial instruments through Genial Institutional CCTVM. 

If the report is to be distributed to anyone other than Major U.S. 
Institutional Investors in the United States. AGCO accepts 
responsibility for the contents of this report as provided for in 
relevant SEC releases and SEC staff no-action letters. 

The analyst whose name appears in this research report is not 
registered or qualified as a research analyst with the Financial 
Industry Regulatory Authority (“FINRA”) and may not be an 
associated person at Auerbach Grayson & Company LLC 
("AGCO") and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject 
company, public appearances and trading securities held by a 
research analyst account. 

The disclosures contained in research reports produced by 
GENIAL INSTITUTIONAL CCTVM and distributed by Auerbach 
Grayson & Company LLC ("AGCO") in the U.S. shall be governed 
by and construed in accordance with U.S. law. This report may 
not be reproduced or redistributed to any other person, in whole 
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or in part, for any purpose, without the prior written consent of 
GENIAL INSTITUTIONAL CCTVM. Additional information relative to 
the financial instruments discussed in this report is available 
upon request. 

UK Disclaimer:  

I) This document is STRICTLY CONFIDENTIAL to the recipient, may 
not be distributed to the press or other media and may not be 
reproduced in any form.  this document is directed only at 
persons who are “INVESTMENT PROFESSIONALS” falling within 
article 19(5) of the FSMA 2000 (FINANCIAL PROMOTION) ORDER 
2005, or HIGH NET WORTH BODIES falling within ARTICLE 49(2) of 
that order (together THE “RELEVANT PERSONS”). This document 
must not be acted on or relied on by persons who are not 
RELEVANT PERSONS. 

II) The distribution of this document in other jurisdictions may be 
restricted by law and persons into whose possession this 
document comes should inform themselves about, and observe, 
any such restrictions. Any failure to comply with these restrictions 
may constitute a violation of the laws of any such other 
jurisdiction. 
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