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MANAGEMENT’S DISCUSSION AND ANALYSIS 
OF THE THIRD QUARTER 2009 

 

Dear Shareholders, 

 

We are pleased to present to you this discussion and analysis of our financial condition 
and results of operations for the third quarter 2009.   

 

OPERATING PERFORMANCE 

Our performance for the volumes traded in the third quarter 2009 continues to point to 
economic recovery when compared to the last few months of 2008, particularly in the 
Bovespa segment.   

In the BM&F segment the highlights are the consistently increased flow of orders routed 
from the Globex system and the growing flow of trading by high frequency traders, or algo 
traders. 

In the Bovespa segment, the growth in volumes traded in 2009 correlates primarily with (i) 
recovery in stock prices, (ii) the inflow of foreign capital, and (iii) the IPO and secondary 
markets having regained momentum in recent months.  

Set forth below is a discussion of the Company’s operational performance. 

 

BM&F Segment 

The average daily volume of contracts traded in the third quarter 2009 dropped 8.3% from 
the previous quarter, to 1.42 million from 1.55 million earlier, mainly due to a 19.3% 
decline in volume traded in FX contracts and a 20.4% retreat in trades in Index-based 
contracts. This was partially counterbalanced by a 5.0% increase in average daily trades 
in BRL interest rate contracts, to 755.6 thousand from 719.4 thousand in the previous 
quarter.  

Product 3Q09 3Q08

Variation

3Q09/3Q08

(%)

2T09

Variation

3Q09/2Q09

(%)

9M09 9M08

Variation

9M09/9M08

(%)

BRL Int. rate contracts 755.6      719.4      5.0% 959.3      -21.2% 857.2      864.6      -0.8%

USD Int. rate contracts 64.4        100.3      -35.8% 73.9        -12.9% 76.7        96.7        -20.6%

FX contracts 463.0      573.6      -19.3% 452.6      2.3% 431.9      569.5      -24.2%

Index-based contracts 69.6        87.5        -20.4% 80.1        -13.0% 74.1        89.3        -17.1%

Commodity contracts 10.1        16.7        -39.2% 9.4          7.6% 9.9          15.6        -36.4%

OTC contracts 8.8          12.5        -29.1% 9.8          -9.7% 7.8          13.5        -42.1%

Web Trading 50.7        41.8        21.5% 51.2        -1.0% 51.0        40.1        27.3%

Total 1,422.3  1,551.7  -8.3% 1,636.3  -13.1% 1,508.7  1,689.2  -10.7%

AVERAGE DAILY TRADED VOLUME (THOUSANDS)

 
Source: BM&FBOVESPA 

In addition, the average daily volume traded dropped 13.1% quarter-on-quarter, primarily 
due to a 21.2% fall in volume traded in BRL interest rate contracts, to 755.6 thousand 
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average daily contracts in the quarter to September 2009, from 959.3 thousand 
previously, when trading in these contracts was positively influenced by decisions of the 
Central Bank Monetary Policy Committee (Copom) concerning the reference interest rate 
for June.  

In a comparison of the nine months to September, the average daily volume traded in the 
segment was down 10.7%, pointing out to some of the effects of the financial crisis 
derived after the bankruptcy of Lehman Brothers. There was a 24.2% tumble in volume 
traded in FX contracts and a 17.1% slump in volume traded in contracts based on stock 
market indices.  
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Source: BM&FBOVESPA. 

Our transaction fee revenues for the quarter in the BM&F segment, stated as average 
revenue per contract (RPC) in the amount of R$1.391, gave back 13.0% when compared 
to the third quarter one year ago. This drop is due also to two factors that affected the 
comparability of revenue per contract for these two periods, since for one, on August 25, 
2008, we discontinued our previous policy, under which we granted 25% discounts on fee 
rates charged from investors holding over 10 thousand shares issued by us, which 
increased our revenue per contract for the third quarter 2008, and two, on February 16, 
2009, we implemented our new pricing policy for the BM&F segment, under which we 
grant progressive discounts based on volumes traded by participants, however with the 
effect of reducing RPC when compared to 3Q08.  

In addition, average revenue per contract for the three months to September kept a 
steady line quarter-on-quarter, with the following two notes:  

 a 13.5% climb in revenues from trading in BRL interest rate contracts, due to more 
active trading in longer-term contracts; 

 a 12.9% decline in revenues from FX contracts, due to negative impact from 
appreciation of the Brazilian real against the U.S. dollar, as the fee rates for these 
contracts are based on the latter currency  

In the nine months to September 2009, average revenue per contract shed 5.7% year-on-
year, primarily due to a 15.3% tumble in revenue per contract from trades in BRL interest 
rate contracts, which was partially counterbalanced by 18.2% rise in revenue from trades 
in FX contracts.  
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Product 3Q09 3Q08

Variation

3Q09/3Q08

(%)

2T09

Variation

3Q09/2Q09

(%)

9M09 9M08

Variation

9M09/9M08

(%)

BRL Int. rate contracts 1,068    1,263    -15,4% 0,941    13,5% 0,961    1,135    -15,3%

USD Int. rate contracts 1,178    1,004    17,3% 1,644    -28,4% 1,476    1,074    37,4%

FX contracts 2,031    2,054    -1,1% 2,333    -12,9% 2,247    1,901    18,2%

Index-based contracts 1,559    2,156    -27,7% 1,779    -12,4% 1,638    2,245    -27,0%

Commodity contracts 2,440    3,862    -36,8% 2,358    3,5% 2,292    3,712    -38,3%

OTC contracts 1,485    2,637    -43,7% 1,756    -15,5% 1,738    2,336    -25,6%

Web Trading 0,175    0,161    8,9% 0,196    -10,8% 0,185    0,159    16,5%

Total 1,391    1,599    -13,0% 1,389    0,2% 1,375    1,458    -5,7%

REVENUE PER CONTRACT (BRL)

 
Source: BM&FBOVESPA.  

Moreover, we believe certain particular aspects influenced our revenues from transactions 
for the third quarter and the comparative periods:  

 Growth in volumes traded via DMA, which charges transaction fees at a 10% 
discount.  

 Growth in volumes traded by algorithmic traders, a trading mode that enjoys a 
70% discount on fee rates, and in September 2009 accounted for 3.8% of our total 
volume for the BM&F segment. 

 

Direct Market Access (DMA) evolution  

The volume of trading via Direct Market Access (DMA) has been increasing consistently in 
the last few months to reach account for 12.4% of the total in September 2009, with most 
of DMA trading activities concentrated on the Traditional DMA channel. However, the 
other DMA models, meaning order routing from the CME Globex and DMA via Provider – 
have been growing at higher rates these last few months. The chart below sets forth a 
breakdown of the monthly volumes of trading for the last year, by DMA model and as a 
percentage of the overall average daily trading volume.  
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Source: BM&FBOVESPA. 
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The flow of orders routed through the CME-Globex system, which in March was still 
incipient, in September 2009 reached 2.8% of total trading volume1 in the segment and 
average daily trading volume of 84 thousand contracts (both sides of the trade). The chart 
below sets forth data on trading volume through this channel, based on which the most 
actively traded contracts are FX contracts, index-based contracts and mini-contracts (Web 
Trading). The chart below sets forth data on evolution of the flow of orders routed to the 
GTS System for the periods indicated, by type of contract.   
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Source: BM&FBOVESPA. 

Moreover, increasingly algo traders have been gaining significance in terms of volume 
traded. These are high frequency traders that make use of computer programs to enter 
orders with the computer algorithm deciding on aspects of the order (such as timing, price, 
quantity) or in many cases initiating the order without human intervention.  In September 
2009 the volume of algorithmic trading reached 3.8% of total volume traded in the 
segment. The chart below sets forth a breakdown of data on algo trading volumes by type 
of contract, and as a percentage of the overall average daily trading volume.  
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Source: BM&FBOVESPA. 

                                                 
1
 We determine this percentage by dividing the volume of contracts by two (2), as we take into account both sides of the 

trade, meaning buy and sell sides, which is an industry practice adopted by exchanges across the world.  
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Algo traders have been focusing largely on FX contracts, index-based contracts and mini 
contracts. The chart below sets forth data on evolution of high frequency trading by type of 
contract, where index-based and mini contracts stood out in September 2009, having 
accounted for 19% and 32% of the overall volume, respectively.  This evolution tends to 
diminish revenue per contract, not only due to rate discounts granted in each trade, but 
also because of predominant day-trading activities, which are charged at lower rates.  
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Source: BM&FBOVESPA 

Trading by financial institutions in the third quarter 2009 accounted for 44% of total 
volume, down from the same quarter one year ago, when financial institutions accounted 
for 47% of the overall trading volume. This drop was counterbalanced by increase in the 
volume of trading by institutional and foreign investors, to 26% and 20%, from 23% and 
19% in the same period one year ago, respectively.  
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Source: BM&FBOVESPA. 

Bovespa Segment 

The average daily trading volume reached R$5.2 billion in the third quarter, a 2.1% 
decline from the same period one year ago and a flat line in the quarter-on-quarter 
comparison.  In the nine months to September 2009, the average daily volume traded in 
Bovespa markets was R$4.8 billion, a 19.0% slump from the same period the year before.  



  

 

 

 
.7. 

 
The average daily number of trades reached record highs both for the three months and 
the nine months to September 2009. The average daily number of trades in the third 
quarter 2009 was 334 thousand versus 246 thousand in the same quarter one year ago, 
up 35.9% quarter-on-quarter, whereas in the nine months to September 2009 this daily 
was 37.5% higher from a year earlier, with 313 thousand trades versus 228 thousand 
trades.  
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Source: BM&FBOVESPA. 

3Q09 3Q08

Variation

3Q09/3Q08

(%)

2T09

Variation

3Q09/2Q09

(%)

9M09 9M08

Variation

9M09/9M08

(%)

Stocks and Equity Derivatives 5.212,4 5.321,6 -2,1% 5.211,6 0,0% 4.783,8 5.901,5 -18,9%

Cash Market 4.885,6 4.970,5 -1,7% 4.916,1 -0,6% 4.481,4 5.498,9 -18,5%

Derivatives 326,8 351,1 -6,9% 295,5 10,6% 302,4 402,6 -24,9%

Forward market 113,0 174,5 -35,2% 71,5 58,0% 84,2 212,6 -60,4%

Options market (stocks/indices) 213,8 176,6 21,1% 224,0 -4,6% 218,2 190,0 14,9%

Fixed income and other spot securities 2,1 4,2 -51,4% 0,9 119,8% 1,6 6,1 -73,6%

Total 5.214,4 5.325,8 -2,1% 5.212,6 0,0% 4.785,4 5.907,6 -19,0%

3Q09 3Q08

Variation

3Q09/3Q08

(%)

2T09

Variation

3Q09/2Q09

(%)

9M09 9M08

Variation

9M09/9M08

(%)

Stocks and Equity Derivatives 334.356 246.075 35,9% 325.774 2,6% 313.165 227.820 37,5%

Cash Market 279.924 194.129 44,2% 267.397 4,7% 255.063 178.418 43,0%

Derivatives 54.432 51.946 4,8% 58.377 -6,8% 58.102 49.402 17,6%

Forward market 1.441 2.193 -34,3% 1.103 30,7% 1.165 2.659 -56,2%

Options market (stocks/indices) 52.991 49.753 6,5% 57.274 -7,5% 56.938 46.743 21,8%

Fixed income and other spot securities 6 8 -23,2% 6 7,4% 7 9 -27,1%

Total 334.362 246.083 35,9% 325.779 2,6% 313.172 227.829 37,5%

AVERAGE DAILY VALUE TRADED (BRL MILLIONS)

AVERAGE DAILY NUMBER OF TRADES

 
Source: BM&FBOVESPA. 

The stock exchange’s aggregate market capitalization2 reached R$2.1 trillion at the end of 
the quarter, soaring 17.1% from the end of both the second quarter and the same period a 

                                                 
2
 Market capitalization is a measurement of corporate size equal to the share price times the number of 

outstanding shares of a public company.  
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year ago. Based on a 12-month rolling average, turnover velocity3 rose to 67.4% in the 
quarter to September 2009. 
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Source: BM&FBOVESPA. 

This improvement correlates, among other things, with a strong net flow of foreign 
investments to the stock market, which amounted to R$12.1 billion in the third quarter and 
R$29.4 billion in the nine months to September 2009.  However, despite the flow of 
foreign investments, volumes traded by foreign investors in the quarter pulled back to 
34.5% of the overall volume, as compared to 36.6% in the second quarter.  
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Source: BM&FBOVESPA. 

 

In addition, retail investors accounted for 30.4% of the volume traded in the third quarter, 
a steady line from the second quarter 2009, but far surpassing the 24.8% share of volume 
traded in the third quarter one year ago. The number of active custody accounts at the 
end of the quarter to September 2009 was 538 thousand, slightly less than the 551 
thousand active custody accounts at the end of the same period one year earlier, and 
virtually unchanged from the 543 thousand active accounts at the end of the second 
quarter 2009. 

                                                 
3
 Turnover velocity refers to the annualized correlation between volume traded on the cash market in the 

period and average market capitalization for the same period.  
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Source: BM&FBOVESPA. 

Increasingly, retail investors have been trading via the Home Broker platform (a DMA 
trading model for the Bovespa segment).  Trades in the Bovespa segment via the Home 
Broker system, which is the primary channel of access for retail investors, soared 18.3% 
of total volume traded in the quarter, as compared to 11.2% and 16.5% in the third quarter 
2008 and second quarter 2009, respectively. In a comparison of the nine months to 
September, trades via the Home Broker system accounted for 17.5% of total volume 
traded in 2009 versus 11.6% in 2008.  The chart below sets forth data on the number of 
investors trading via the Home Broker system and the volume of Home Broker trading as 
a percentage of the overall average daily trading volume.  
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Source: BM&FBOVESPA. 
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Exchange-traded funds – ETFs 

Whilst still not significant, volumes traded in ETF shares have been growing steadily. The 
average daily value traded in shares of for the index funds that track the Ibovespa, the 
SmallCap and the MidLarge Cap indices increased from R$11.2 million, at launch in 
December 2008, to R$26.6 million in September 2009.  In addition, the shares of the PIBB 
Brazil-50 Index Fund trade on our market since July 2004.  
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Source: BM&FBOVESPA. 

 

Public Offerings  

This quarter in the rebounding IPO market, Tivit Participações launched its initial public 
offering, while BR Malls, Light S/A, Hypermarcas, Brasil Foods, Natura and Multiplan 
carried out follow-on offerings, in the aggregate having raised R$10.6 billion. 

In October 2009 Santander Brasil4 and Cetip launched their IPOs, whereas additional 
follow-on offerings were carried out by Rossi, PDG, Gol, Brookfield, CCR, Iguatemi and 
Cyrela, all of which raised an aggregate of R$19.2 billion.  Seven other offerings are in the 
pipeline, including five initial public offerings by Direcional Engenharia, Brazilian FR, 
Aliansce, Fleury and IMC and two follow-on offerings by Marfrig, and EDP. 

The chart below sets forth data on volumes raised through initial public offerings and 
follow-on offerings, on an annual basis. 

                                                 
4
 The Santander IPO is registered as a follow-on offering with the CVM because years ago, before the acquisition by 

Santander, the bank then named BANESPA had conducted a small initial offering and registered as a public company, with 

an immaterial free float. As a result, for all practical purposes, the Santander offering equates to an IPO. 
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Source: BM&FBOVESPA. 

Securities lending 

The volume of open interest positions at the end of 3Q09 had climbed to R$16.5 billion, 
soaring 38.7% from the same period one year ago and 27.9% from the second quarter 
2009. This expansion is associated mainly with recovery of market prices and lower 
volatility levels in the past few months, driving higher exposure to the short activity. 
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Source: BM&FBOVESPA. 

 

Tax on Financial Transactions (IOF):  

With the aim of controlling hot money inflows, starting from October 20, 2009, the 
Brazilian Government, acting upon recommendation of the Brazilian Ministry of Finance, 
issued a presidential decree establishing a 2% tax on portfolio flows.   

This government measure could impact the flow of foreign capital to our markets and 
negatively affect trading activities in the Bovespa segment, from which in 3Q09 we 
derived 52% of our gross revenues, which in turn could adversely affect our results of 
operations. In addition, this tax could also impact trading activities in the BM&F segment 
to the extent investors trading in these markets may be called to cover margins from 
transactions. 
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We and other institutions representing the domestic capital markets have since been in 
discussions with the Brazilian government in an attempt at reversing the measure.  

 

OTHER HIGHLIGHTS 

 

CFTC approval for U.S. investors to trade in Ibovespa-based derivatives  

On August 26, 2009, the Commodity Futures Trading Commission (CFTC), regulator for 
the U.S. derivatives market, granted authorization for U.S. investors to trade the following 
contracts and strategies on BM&FBOVESPA’s derivatives market: 

 Ibovespa Futures Contracts; 

 Mini Ibovespa Futures Contracts; 

 American-style Call Options on Ibovespa Futures Contracts; 

 American-style Put Options on Ibovespa Futures Contracts; 

 Forward Points on Ibovespa Futures (FWI); 

 Ibovespa Rollover (IR1). 

 

Negotiations with the NASDAQ OMX Group 

 
Late in August 2009 and again on October 23th, 2009, we published notices of material 
fact about the ongoing exclusive negotiations with the NASDAQ OMX Group 
contemplating a strategic commercial and technological partnership involving certain 
mutual arrangements for provision of products and services. A non-binding Memorandum 
of Understanding in connection with this prospective partnership and the exclusivity 
clause was renewed and extended through to December 31, 2009.   
 
The prospective partnership contemplates services and products as follows: 
 

 Development of an order routing system between the United States and Brazil, 
through which U.S. brokers connected to the system can enter orders to buy and 
sell stocks traded in the BM&FBOVESPA MegaBolsa system via introduction by a 
Brazilian broker, and for Brazilian brokers connected to the system to enter orders 
to buy and sell stocks traded on the NASDAQ stock market  

 Offerings in the United States via introduction by a U.S. broker; 

 Development of a commercial agreement for NASDAQ OMX to perform non-
exclusive, international electronic distribution of market data related to the prices of 
stocks and financial assets traded on BM&FBOVESPA markets, and for the latter 
to perform non-exclusive distribution of market data related to the prices of stocks 
and financial assets traded on NASDAQ OMX markets, and 

 Development of a commercial agreement for BM&FBOVESPA to offer to domestic 
public companies products and services developed by NASDAQ OMX for support 
and facilitation of activities performed by these companies, including investor 
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relations (IR) activities, structuring and assistance to boards of directors, 
communications with the market and market analysts. 

As previously communicated, BM&FBOVESPA and NASDAQ OMX continue to evaluate 
opportunities for cooperation in the technology area.  

 

Technological developments 

In July 2009, we launched the BM&FBOVESPA Communication Network, or RCB, which 
supplements the services we currently provide through the Financial Community 
Communication Network, or RCCF.  The RCB is an open communication network for 
connectivity between market participants and the Exchange’s electronic trading systems, 
based on a high performance structure with heightened data transmission capacity and 
greater flexibility, which gives participants the ability to make choices as to alternative 
telecommunications providers, data transmission technologies, network capacity and 
velocity, and contingency resources.  

In addition, since the end of the quarter to September 2009, a number of other projects 
comprising our development plan have been implemented or are in the course of being 
implemented, including the following:  

 

BM&F Segment 

 DMA Model 2 (DMA via Providers)5:  scheduled to start in the fourth quarter of 
2009, an additional DMA provider will connect to the Exchange GTS system, or GL 
Trade (GL Net) to provide customers with international order routing services 
along with current providers Marco Polo, Bloomberg Tradebook and Cedro.  

 

Bovespa Segment 

 MegaDirect:  starting from October 20, we launched this communication software 
for automated connectivity between brokerage firms and the MegaBolsa and the 
GTS systems. This solution, which should lower round-trip latency to estimated 16 
milliseconds from 153 milliseconds currently, is set to replace the Multigateway 
solution.  In addition, it should give market participants the ability to use distinct 
trading screens provided by independent software vendors (ISVs);  

 Increased throughput capacity at the equities clearing center:  expected for 
November 2009, the processing capacity at our equities clearing center will 
increase to 1.5 million daily trades, from 770 thousand previously; 

                                                 
5
 The DMA (Direct Market Access) is divided in four different types of access, described as following:  

Type 1 – Traditional Model, through which the broker offers its trading infrastructure to the participant 
Type 2 – Access via DMA providers, including Globex routing, through which participants that are already 

connected to the infrastructure of such providers will be able to access our matching engine 
Type 3 – Sponsored Direct Connection with the exchange, a sort of connection that does not require a link 

with the broker infrastructure, only via a logical link.  
Type 4 – Co-Location, an access model through which the participant plugs servers inside the exchange’s 

data center that are capable of registering trades automatically, according to the algorithms previously 
developed.  
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 MegaLine tool:  this pre-trade risk management tool and exposure control 

mechanism is scheduled to launch in the fourth quarter of 2009;  

 DMA Developments:  enhanced direct market access solutions for the segment, 
such as the DMA Model 2 (DMA via providers), the DMA Model 3 (sponsored 
direct connectivity) and the DMA Model 4 (DMA via co-location arrangements), 
which currently are pending approval by the Brazilian Securities Commission 
(Comissão de Valores Mobiliários), or CVM, are also scheduled to launch in the 
fourth quarter of 2009.  

 

Both segments 

 Integrated trading FIX interface:  scheduled to launch in the fourth quarter of 2009, 
we plan to integrate trading screens for both the MegaBolsa and the GTS systems 
by launching an integrated external communication interface, which will bring 
potential reduction in trading costs and allow for lower latency market data 
transmission from either system via a single channel.  

 

Distributions of 2Q09 net income 

On August 26, 2009, we paid interest on shareholders’ equity and dividends in the 
amounts of R$141.5 million and R$33.5 million, respectively. These payments correspond 
to distribution of 93% of our net income for the second quarter 2009, as determined 
pursuant to Brazilian Corporate Law. 

 

Margin deposited by market participants in the course of trading  

Margin deposited by market participants in the course of trading in BM&FBOVESPA 
markets consist of collaterals in the form of cash, government and corporate debt 
securities, sureties and stocks, among other things. As of September 30, 2009, deposited 
collaterals totaled R$101.2 billion (versus R$102.6 billion as of June 30, 2009), as follows: 
 
In billions of R$ 

 9/30/2009 6/30/2009 3/31/2009 12/31/2008 9/30/2008 

Clearing center  

Derivatives 60.5 68.0 85.4 99.0 84.0 

Foreign Exchange 3.6 3.1 3.7 3.7 3.2 

Securities 0.9 0.9 1.0 1.4 1.6 

Equities (CBLC) 35.7 30.6 24.5 21.5 31.2 

TOTAL 100.7 102.6 114.6 125.7 120.0 

 
The steady level of collaterals deposited at our clearing centers between the second and 
third quarters of 2009 correlate primarily with a certain degree of adjustment to the 
economic and financial landscape, conducive to a less risky and volatile trading 
environment, and with the green shoots of global economic recovery.  
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ANALYSIS OF THE MAIN LINE ITEMS IN THE CONSOLIDATED INCOME STATEMENT 

FINANCIAL PERFORMANCE 

 

Operating revenues 

Gross operational revenues dropped 6.4% in the quarter, to 426.5 million from R$455.8 
million in the previous quarter, mainly due to decline in volumes traded in our markets, 
particularly in the derivatives market (BM&F segment) and, as a result, in our revenues for 
that segment.  

In the Bovespa segment, revenues from transactions and settlements, which amounted to 
R$221.6 million, were down 1.6% from the same period one year ago and accounted for 
52% of our total gross revenues for the third quarter 2009.  In the BM&F segment, 
revenues from transactions and settlements of R$132.7 million plunged 21.0% from the 
same period the year before, and accounted for 31.1% of the total for the quarter. 

Net operating revenues for the quarter fell 6.5% from the same quarter a year earlier, to 
R$383.0 million from R$409,5 million previously. 

 

Operating Expenses 

Operating expenses totaled R$132.5 million in the third quarter 2009, shrinking 32.9% 
from the same period one year ago. This drop is due mainly to changes in the following 
line items: 

 Personnel: expenses of R$63.9 million for the quarter climbed 3,2% when compared to 
the third quarter 2008; 

 Data processing: data processing expenses of R$24.2 million for the quarter were down 
33.3% from the year before, mainly due to synergies captured from the integration 
process; 

 Outsource services: outsources services amounted to R$9.4 million, down 18.3% from 
the same quarter a year ago; and 

 Marketing and promotion: these expenses amounted to R$5.8 million, up 9.5% from the 
same quarter in 2008, mainly as a result of the costs (approximately R$1.8 million) we 
incurred with the organization of the 4th International Congress of Financial and Capital 
Markets which took place in August 2009 in the city of Campos do Jordão, a biennial 
event sponsored by us.  

 

Interest Income, net 

Net interest income for the quarter to September 2009 was down 16.1% to R$57.0 million 
from R$68.0 million for the third quarter 2008. This drop correlates mainly with i) a fall in 
financial revenues, to R$65.9 million from R$93.7 million in the same quarter one year 
ago, as a result of decline in the interest rates earned on our financial investments; and ii) 
a drop in financial expenses which correlates with absence of financial charges on the 
R$500 million loan we finished repaying in November 2008.  
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Income tax and social contribution on net income; amortization of goodwill 

Income before taxes for 3Q09 totaled R$307.5 million versus R$158.9 million in the 
quarter to September 2008, or a 94.0% increase primarily correlated with the 3Q08 
amortization of goodwill in the amount of R$121.7 million. 

The line item ‘income and social contribution taxes’ totaled R$60.7 million and consists 
primarily of deferred income and social contribution taxes, in the amount of R$60.2 million, 
however with no impact on cash flow.  

The line item ‘income and social contribution taxes’ breaks down into:  

i) recording of deferred tax liability amounting to R$79.6 million and resulting in 
transitory adjustment for differences from the tax amortization of goodwill in the 
first half of the year, with no impact on cash flow; and  

ii) recognition of tax credits and liabilities in the amount of R$19.4 million, which 
correlate mainly with payment of interest on shareholders’ equity to our 
shareholders. 

 

EBITDA and net income  

EBITDA for the third quarter of 2009 was R$262.0 million, representing growth of 18.5% 
over R$221.1 million in the same period one year ago. In addition, the EBITDA margin 
rose to 68.4% in the third quarter 2009 from 53.9% in the same quarter the year before. 
The rises in EBITDA and EBITDA margin correlate primarily with increase in volumes 
traded and with generally improved efficiency.  

Net income for the third quarter 2009, of R$245.8 million, was up 26.5% from R$194.2 
million for the same period one year earlier.  

 

Main lines items under Assets  

Total Assets 

At the end of the quarter to September 2009, the consolidated balance sheet of 
BM&FBOVESPA S.A. registered total assets of R$21,292.9 million, representing a 1.7% 
climb from R$20,936.2 in the quarter to June 2009. 

Cash and cash equivalents; financial investments 

Cash and cash equivalents, including short- and long-term financial investments, 
amounted to R$3,219.0 million at the end of the quarter to September 2009 and 
accounted for 15.1% of total assets. This is up 11.3% from R$2,893.1 million in the 
previous quarter, when cash and cash equivalents accounted for 13.8% of total assets. 
This climb from the second quarter 2009 directly correlates with increase in the volume of 
collaterals deposited by participants, as registered in the line item ‘collateral for 
transactions’ under Current Liabilities.  

Non-current assets 

Non-current assets totaled R$18,355.9 million, where long term receivables (including 
financial investments) amount to R$ 684.8, investments amount to R$1,319.7 million, 
property and equipment amount to R$266.0 million, and intangible assets (goodwill) 
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amount to R$16,105.4 million. These line items are virtually unchanged from the previous 
quarter.  

Starting from 2009 we no longer recognize amortization of goodwill in statements 
mandated by corporate legislation, which would typically have reduced net income, and 
do so only for tax purposes. In contrast, we are now required to perform annual 
impairment tests, which correlate with revaluation and adjustments for goodwill to match 
fair value (recoverable value), as appropriate. Based on the report and conclusions of an 
independent specialist firm, presented to us by end-2008, no adjustments to goodwill were 
required. 

With regard to our investment in the CME Group, Management regularly monitors internal 
and external indications, such as the market price for the shares, the evolution of results 
and operating performance, as well as regulatory and market changes in the United 
States, for an objective identification of asset impairment. In the next quarter (4Q09) the 
Company will develop more detailed analysis to support the impairment test.   

 

Main lines items under Liabilities and Shareholders’ Equity 

Current liabilities 

Current liabilities amounting to R$1,407.7 million represent 6.6% of total liabilities at the 
end of the quarter to September 2009, and are 15.8% higher than R$1,215.9 million, 
representing 5.8% of total liabilities at the end of the previous quarter. This increase is due 
mainly to growth in cash collaterals deposited by market participants, which went up to 
R$980.0 million from R$789.0 million earlier. 

Long-term liabilities 

Long-term liabilities at the end of the quarter to September 2009 amounted to R$226.7 
million, 54.2% higher than in the previous quarter and consisting primarily of deferred 
income and social contribution taxes, as well as provision for contingencies and legal 
obligations. Deferred taxes were up 92.5% as a result of the transitory adjustment for 
differences from the tax amortization of goodwill recorded in the first half of 2009. 

Shareholders’ equity 

Shareholders’ equity totaled R$19,642.1 million, up 0.4% from the previous quarter. 
Shareholders’ equity is composed of capital stock of R$2,540.2 million (11.9%), capital 
reserves of R$16,651.0 million (78.2%), revaluation reserve of R$23.7 million (0.1%), 
Bylaws reserves of R$302.9 million (1.4%), legal reserve of R$3.5 million (0.0%) and 
retained earnings of R$362.3 million (1.7%). Shareholders’ equity was adjusted to reflect 
treasury stock worth R$241.6 million resulting from the share buyback program previously 
implemented.  

 

INDEPENDENT AUDITORS 

The Company and its subsidiaries have retained PricewaterhouseCoopers to audit the 
financial statements. 

The policy that governs the engagement of external audit services by the Company and 
subsidiaries is based on internationally accepted accounting principles which preserve 
service independence and include the following practices: (i) the auditors cannot hold 
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executive or managerial functions at the Company and its subsidiaries; (ii) the auditors 
cannot perform operating activities at the Company and its subsidiaries that could 
compromise the auditing function; and (III) the auditors must be impartial in order to avoid 
conflicts of interest and loss of independence, and must be objective in their opinions and 
reports about the financial statements. 

In the nine months to September 2009, the independent auditors and related parties 
provided external audit-unrelated services that accounted for more than 5% of the total 
fees paid for external auditing. For compliance with the provisions of CVM Instruction 381, 
the services rendered and the related contracting dates are: 

 BRL thousands 

Auditing related to accounting process 825 

Services related to auditing  75 

Other service 431 

   Total  1,331 

 

Justification of the Independent Auditors 

 

The provision of external audit-unrelated services does not affect independence or 
impartiality of the audit work performed. The policy adopted by the Company in 
connection with provision of audit-unrelated services is based on principles that preserve 
service independence, and the abovementioned services were provided with due regard 
for said principles. 


