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With a payments ecosystem that is advanced by global standards and a 
fast-digitalising economy, Brazil’s fragmented banking industry is 
undergoing a revolution, creating a constructive backdrop for the market’s 
nimble digital players. 
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Brazil’s fast-digitalising banking industry  
Brazil has a rapidly digitalising economy and digital payments are driving a revolution in its banking 
industry. The country is leading the shift away from cash with a payments system that is advanced by 
global standards. According to JP Morgan Research, credit card total payment volumes in Brazil 
account for over 20% of GDP, relative to regional peers like Peru where the number stands at 6%. 
When looking at volumes as a proportion of personal consumption expenditures, Brazil also ranks far 
higher than that of developed economies such as Italy and Germany (see chart 1).  

Chart 1. Brazil’s card and digital payments have expanded as a portion of overall spending 
System TPV as % of PCE   

 

Source: Fidelity International, Bernstein, Abecs, 31 December 2022.  

The banking industry in Brazil is large and somewhat fragmented, with no single bank holding more 
than 16% of the market’s assets (see chart 2). This has created an environment ripe for grabbing 
market share. The Brazilian banking industry, and particularly that catering to households, is relatively 
large, with room for leverage to grow. 

 

0%

10%

20%

30%

40%

50%

60%

2018 2019 2020 2021 2022

Brazil KSA, France Italy, Germany



3 The Brazilian banking market is ripe for digital disruption Fidelity International 
 

Chart 2. A fragmented market with scope to grow 
Market Share (Total Assets) 

 
Source: Autonomous, 1 August 2023.  

This digital shift has been facilitated by the 
adoption of solutions like Pix, which is a free money 
transfer service that launched in November 2020 
and is fast replacing cash and wire transfers. The 
service has expedited the digitisation of the 
Brazilian economy, encouraging citizens to embrace 
digital banking. The number of users transacting in 
Pix has grown rapidly over the past two years, 
strengthening the incentive for individuals to open 
bank accounts. The number of Pix transactions 
doubled from 2020-22 and banks with digital 
offerings are increasingly looking to monetise this 
free-to-use solution 

 

Chart 3. A rising number of Pix users 

 
Source BCB, InfoMoney, 31 July 2023.  

There is also an interesting opportunity in the digital 
payroll loans market which has grown rapidly and 
is now of considerable size (see chart 4). Without 
the same cyclical nature as personal loans, payroll 
loans are highly coveted product, with strong risk-
adjusted economics. Just as digitalisation has 
disrupted the credit card and payments market, we 
now expect payroll loans to also go through a 
similar revolution.  

 

Chart 4. The Brazilian payroll loans market is already 
large and a prime target for digital disruption 
Payroll Loans Balance and Penetration (R$ billion) 

 
Source: BCB, Morgan Stanley Research, 1 May 2023. 

Payroll loans have expanded in Brazil due to 
relatively low interest rates for borrowers and good 
unit economics for lenders, with loans making up 
33% of total consumer loans in 2022, according to 
Morgan Stanley. Payroll loans generate excellent 
returns on capital, which could rise further as 
interest rates normalise. As fintech companies look 
beyond credit cards, payments and transaction 
banking, the focus could shift to payroll loans, which 
is an area currently dominated by incumbents but is 
a prime target for disruption.  

Case study: Nu Bank 

This digitalising backdrop has created a 
constructive environment for a lead digital player 
like Nu Bank. The bank is a branchless operator 
that focuses on digitally fulfilling the basic financing 
needs of Brazilian consumers. Nu Bank has 
outpaced the system in TPV growth over the past 
three years (see chart 5) and has continued to do 
so into 2023. The strength of its brand is also 
illustrated by its fast growth relative to incumbents.  

 
Chart 5. Nu’s digital focus has led to rapid TPV 
growth  
YOY TPV growth (%)   

 
Source: Fidelity analyst estimates, company results, 16 August 2023. 

 

16%

16%

14%
12%

9%

8%

24%
Itau
Banco do Brasil
Caixa Economica
Bradesco
BDNES
Santander Brasil
Others

6m

8m

10m

12m

14m

16m

80m

100m

120m

140m

160m

Aug-21 Dec-21 Apr-22 Aug-22 Dec-22 Apr-23

Natural Person Users Companies Users (RHS)

587
491

258 249
185

33%
28%

15% 14%
10%

0

200

400

600

800

Payroll
Loans

Credit
Cards

Auto Loans Personal
Loans

Other

Loans Balance % of Total Consumer Loans

0%

20%

40%

60%

80%

100%

120%

2019 2020 2021 2022
Brazil total Nu Bank



4 The Brazilian banking market is ripe for digital disruption Fidelity International 
 

While some of the incumbents have 85-100,000 
employees and about 3,000 branches, Nu Bank has 
less than 10,000 employees and zero branches. The 
newly launched digital platforms of these 
incumbents had reached only 10 million clients by 
the time Nu Bank had reached 40 million active 
customers in 2021. Looking to costs, Nu Bank’s total 
operating expenditure was almost a tenth of that of 
some of its peers in 2022. Although other 
incumbents clearly have a greater reach in 
relatively complex banking offerings such as 
investment banking and mortgages, Nu Bank’s 
reach in digital banking and its cost advantage is 
stark.  

Importantly, Nu Bank’s model has proven resilient in 
the face of system-wide asset quality deterioration 
largely due to the success of its business model in 
catering to a broad variety of segments. While the 
cost of risk is higher in Nu Bank’s segments, the 
bank has been able to deliver the same or even 
better asset quality than its peers (see chart 6). And 
although Nu Bank slowed personal lending due to 
concerns about asset quality, we are now seeing it 
resume growth in this area.    

 
Chart 6. Nu Bank’s asset quality is in line or 
better than that of peers 

 
Source: JP Morgan, BCB, company data, 14 June 2023. 

 

Nu Bank has been able to expand into fast-growing 
areas of the market, including Pix and payroll loans. 
Following Pix’s launch in 2020, Nu Bank has been 

able to rapidly monetise this free-to-use solution, 
which represents a cannibalisation risk for fee-
collecting card payments. Nu Bank’s financing for 
Pix has been a key driver for the bank’s growth in 
interest-earning instalments over the past year.  

Nu Bank also appears primed to take advantage of 
the growing payroll loans market. With a large 
client base and a good cost structure, its client base 
includes individuals that account for 30% of all 
outstanding payroll loans in Brazil, according to 
Morgan Stanley, which offers an excellent cross-
selling opportunity 

 
Chart 7. Nu Bank has scope to gain market share 
in payroll loans 
Nubank Payroll Loan Portfolio ($US Billions) 

 
Source: Morgan Stanley Research Estimates, 1 May 2023.  

Concluding remarks 
Brazil’s digitalising economy and fragmented 
banking market have created an environment ripe 
for nimble players such as Nu Bank. We see 
opportunities across segments, including credit 
cards, Pix, personal loans, and payroll loans.  

The macroeconomic backdrop in Brazil is fast 
improving, with high real rates, inflation under 
control and a central bank that has just started 
cutting rates.  

With these tailwinds and a highly fragmented 
industry that is ripe for companies to take market 
share, we think there is considerable potential for 
the digitally savvy operators in Brazil’s banking 
market.  
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Important Information 

 
All information is current as at 15 September 2023 unless otherwise stated.  

This document is issued by FIL Responsible Entity (Australia) Limited ABN 33 148 059 009, AFSL No. 409340 
(‘Fidelity Australia’). Fidelity Australia is a member of the FIL Limited group of companies commonly 
known as Fidelity International. Prior to making any investment decision, investors should consider 
seeking independent legal, taxation, financial or other relevant professional advice. This document is 
intended as general information only and has been prepared without taking into account any person’s 
objectives, financial situation or needs. You should also consider the relevant Product Disclosure 
Statements (‘PDS’) for any Fidelity Australia product mentioned in this document before making any 
decision about whether to acquire the product. The PDS can be obtained by contacting Fidelity Australia 
on 1800 044 922 or by downloading it from our website at www.fidelity.com.au. The relevant Target 
Market Determination (TMD) is available via www.fidelity.com.au. This document may include general 
commentary on market activity, sector trends or other broad-based economic or political conditions that 
should not be taken as investment advice. Information stated about specific securities may change. Any 
reference to specific securities should not be taken as a recommendation to buy, sell or hold these 
securities. You should consider these matters and seeking professional advice before acting on any 
information.  Any forward-looking statements, opinions, projections and estimates in this document may 
be based on market conditions, beliefs, expectations, assumptions, interpretations, circumstances and 
contingencies which can change without notice, and may not be correct. Any forward-looking statements 
are provided as a general guide only and there can be no assurance that actual results or outcomes will 
not be unfavourable, worse than or materially different to those indicated by these forward-looking 
statements. Any graphs, examples or case studies included are for illustrative purposes only and may be 
specific to the context and circumstances and based on specific factual and other assumptions. They are 
not and do not represent forecasts or guides regarding future returns or any other future matters and are 
not intended to be considered in a broader context. While the information contained in this document has 
been prepared with reasonable care, to the maximum extent permitted by law, no responsibility or 
liability is accepted for any errors or omissions or misstatements however caused. Past performance 
information provided in this document is not a reliable indicator of future performance. The document 
may not be reproduced, transmitted or otherwise made available without the prior written permission of 
Fidelity Australia. The issuer of Fidelity’s managed investment schemes is Fidelity Australia.  

© 2023 FIL Responsible Entity (Australia) Limited. Fidelity, Fidelity International and the Fidelity 
International logo and F symbol are trademarks of FIL Limited.  
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