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OVERVIEW

The Constitutional Financing Fund for the Northeast (FNE) is a public credit facility for the northeast of Brazil
managed by Banco do Nordeste. It is the largest constitutional fund in Brazil. Within its broad sustainability
portfolio, Banco do Nordeste manages several lines dedicated to environmental initiatives, including FNE Verde,
the Bank’s main financing program for sustainability, from which the FNE Low Carbon Agriculture (ABC) program
derives. FNE ABC is one of several instruments that provide concessional debt to finance sustainable rural
production, alongside others such as FNE Sol, Agroamigo Sol, AgroAmigo Agua, PRONAF Agroecologia, and
PRONAF Floresta. Its core objective is to promote enterprises and economic activities that contribute to lowering

agriculture sector emissions and enhancing environmental conservation and restoration.

FNE ABC delivers cost-effective financing solutions for targeted low-carbon technologies and the implementation
of enhanced agricultural practices. Given the product's strategic alignment with the federal government's
low-carbon agriculture initiative (detailed below under policy alignment), borrowers may also access public rural
extension services and benefit from monitoring mechanisms linked to the Forest Code's requirements for private

land forest conservation.

This model exemplifies an efficient sustainable land-use financing mechanism that, while maintaining
streamlined operational complexity compared to more comprehensive impact-focused products, offers

significant scalability potential for other public development banks operating within the Amazon region.

FNE ABC offers concessional financing for a wide range of sustainable land use practices, including integrated
crop-livestock-forestry systems (in all their combinations), regenerative agriculture, sustainable forest
management plans, etc. Importantly, projects that involve native vegetation suppression, even if legally
permitted, are not eligible under this line of credit.
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Graphic 1. FNE ABC Flowchart
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ELIGIBILITY CRITERIA

FNE ABC is a specialized credit line funded through an earmark of national income tax collections and designed

to support sustainable agricultural and livestock investments aligned with low-carbon practices. The credit is

available to rural producers of any size, though currently in practice it is more often accessed by medium and

large producers.

Supported activities include:

Recovery of degraded pastures

Integrated crop-livestock-forestry systems (ILPF)
Agroforestry systems (SAFs)

Sustainable Forest Management Plans

Implementation, maintenance, and improvement of planted commercial forests (including those for industrial
use or charcoal production)

Regenerative agriculture systems, agroecological and organic production systems (including agroecological
transition) and product processing

No-till systems
Cultivation, maintenance, and improvement of oil palm (dendezeiro), prioritizing degraded productive areas

Soil conservation and rehabilitation practices, including correction of soil acidity and fertility, green manuring,
and minimum tillage, provided they contribute to emission reductions

Biological nitrogen fixation and use of other bio-inputs
Organic waste management for composting and biodigesters (including energy generation from animal
waste)

Environmental compliance and adaptation of rural properties to environmental legislation, including recovery
of legal reserves, permanent preservation areas, and degraded areas

Eligibility for financing under the ABC framework requires that project proposals be reviewed by BNB’s Technical

Support Center, the unit within the Bank responsible for evaluating technical aspects of financing proposals and

issuing technical opinions. The Technical Support Center follows a formal process of project analysis and

preparation of technical opinions, based on the information provided in the project submission.
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In cases where a full technical opinion is not required, the analysis is carried out by the project manager. In both
cases, the project must include a technical justification, signed by the client and a qualified technical consultant
or project designer, describing the measures and/or technologies adopted and justifying their inclusion under
low-carbon agriculture. This is then assessed by the Technical Support Center. BNB does not provide or
recommend technical consultants and the availability and cost of such consultants are not standardized or

publicly disclosed.

FUNDING SOURCES AND COMMERCIAL TERMS

BNB deploys low-interest capital from the Constitutional Financing Fund for the Northeast (FNE) through the
FNE ABC product. FNE was established by the Brazilian Federal Constitution in 1988 along with other regional
funds, FNO for northern Brazil and FCO for the midwest, to address regional inequalities by offering long-term

credit for investment projects characterized by concessional interest rates and extended grace periods.’

The funding available to the FNE is determined by constitutional and statutory provisions.? Under Federal Law
No. 7,827/1989, 1.8% of national collections of income tax and tax on industrialized products are constitutionally
earmarked for the FNE. Unused funds can be carried over to the following year. The Superintendency for the
Development of the Northeast (SUDENE) defines guidelines and priorities for the operationalization of FNE by
BNB through official directives, aligning with broader public policies, in particular the National Policy for Regional
Development (PNDR) and the Regional Development Plan for the Northeast (PRDNE). SUDENE also monitors
the application of resources and deliberates on any proposed changes to its financing programs (except

charges).

BNB is responsible for recommending priorities that are then defined by SUDENE, which is also responsible for
approving funding programs and reporting results to Congress. BNB functions as the financial agent responsible
for managing and applying FNE resources, including assessing proposals, setting lending conditions, formalizing

loans, and pursuing repayment. Its role is operational execution as established by the federal policy.

FNE ABC operates under the terms set by CMN Resolution n°® 5.235/2025, offering concessional financing with
repayment periods of up to 20 years, including a principal grace period of up to 12 years, depending on the credit
purpose. Projects that support women’s entrepreneurship benefit from more favorable conditions, with an
additional one year of grace and two years on the total repayment term. Loan guarantees may take the form of

personal guarantee, mortgage, pledge, or collateral transfer, providing flexibility in securing the financing.

FNE ABC offers the lowest rate among all FNE rural products, though not lower than those offered under
PRONAF, a low-interest rural credit program for Brazilian family farmers, which is governed by a separate federal
body but also operated by Banco do Nordeste including credit lines specifically directed at promoting
sustainability. Banco do Nordeste cannot unilaterally adjust FNE rates; any proposed changes must be

submitted to the National Monetary Council (CMN).

" Aratjo, A., & Silva, R. (2023). Low-carbon agriculture in Brazil: Policy analysis and implementation. ScienceDirect. Retrieved from
https://www.sciencedirect.com/science/article/pii/S1757780223004584#rsp312230-note-0001

2 Banco do Nordeste. (n.d.). Fundo Constitucional de Financiamento do Nordeste (FNE). Retrieved from https://bnb.gov.br/fne
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ALIGNMENT WITH PUBLIC POLICIES

National Policy for Regional Development

FNE ABC aligns with the FNE's broader mandate by directing resources toward sustainable rural development
and low-carbon agriculture to drive economic and social development in Brazil's Northeast (plus parts of Minas
Gerais and Espirito Santo). FNE ABC is made possible by the inter-related policies and services offered by the
federal government of Brazil. It responds directly to the overarching federal government low-carbon agriculture
plan and is part of a complex suite of agriculture and environmental conservation policies and services that are

made possible because of government policy and funding.

Table 1. Summary of Strategic Policy Synergies Driving FNE ABC

Policy Element Alignment Role

Brazil's Low-Carbon Agriculture Plan (ABC+ Plan) Establishes national low-carbon agriculture targets.

Program for Financing Sustainable Agricultural National agricultural financing mechanism, sets criteria for
Production Systems (RenovAgro) what activities are eligible.

Regional Development Plan for the Northeast FNE’s programming, priorities, and resource allocation are
(PRDNE) designed to be consistent with the strategic axes and policies

of the PRDNE, as approved by SUDENE.® FNE is one of the
designated financing instruments for the PRDNE.

FNE/ National Policy for Regional Development Embeds sustainable agrifinance within the constitutional
(PNDR) regional development framework.
Forest Code & Environmental Law Requires private rural properties to maintain specified

percentages of native vegetation as permanent preservation
areas and legal reserves, with compliance monitored through
satellite surveillance and integrated into the Rural
Environmental Registry (CAR) system.

ABC+ Plan

The ABC+ Plan is Brazil's main government initiative to reduce emissions and promote climate adaptation in the
agricultural sector. It covers the period 2021 to 2030 as the second phase of the original ABC Plan that began in
2011. Within the scope of the plan, State Management Groups have been established in all Brazilian states and
the Federal District, which in turn have organized State Plans to implement regional actions to transfer

technology, train rural technicians and producers, and strengthen technical services provision.

RenovAgro

The ABC+ Plan* includes a financial instrument called RenovAgro, which has nine subprograms aimed at
financing sustainable production systems, practices, products, and processes to support the technological

transition in agricultural and livestock activities.5®

3 EBC Agéncia Brasil. (2024, August). Diretrizes e prioridades do FNE para 2025 estardo em sintonia com politicas regionais e setoriais. Retrieved from
https://agenciagov.ebc.com.br/noticias/202408/diretrizes-e-prioridades-do-fne-para-2025-estarao-em-sintonia-com-politicas-regionais-e-setoriais

4 Ministério da Agricultura. (2021). Plano ABC /ABC+ - English version. Retrieved from
https://www.gov.br/agricultura/pt-br/assuntos/sustentabilidade/planoabc-abcmais/publicacoes/abc-english.pdf

5 International Institute for Sustainable Development (IISD). (2024). Low-carbon agriculture in Brazil: Policy analysis. Retrieved from
https://www.iisd.org/articles/policy-analysis/low-carbon-agriculture-brazil

% Lemos, F. K., & Lima, R. (2023). Qual a contribui¢do do Plano ABC para a agenda climatica brasileira? INSper Agro in Data. Retrieved from
https://agro.insper.edu.br/en/agro-in-data/artigos/qual-a-contribuicao-do-plano-abc-para-a-agenda-climatica-brasileira
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Forest Code

Brazil's Forest Code is comprehensive federal environmental legislation that mandates private rural properties
maintain specified percentages of native vegetation as permanent preservation areas and legal reserves, with
requirements varying by biome and property size. The law establishes that properties in the Amazon must
preserve 80% of their area as forest, while those in the Cerrado biome must maintain 35%, and other biomes
require 20% preservation. Compliance is monitored through satellite surveillance technology and integrated into
the Rural Environmental Registry (CAR) system, which tracks land use changes and enables enforcement of

environmental regulations.”

Targeted climate finance within Brazil's broader rural credit system

FNE ABC contributes to the expanding landscape of climate-aligned rural credit in Brazil. While rural credit is
historically subsidized under broader agricultural policy mechanisms (e.g., Plano Safra, PRONAF), FNE ABC
specifically channels public funds toward low-carbon farming practices. This specialization strengthens the
overall policy architecture by creating a direct financing vehicle aligned with Brazil's contributions to the Paris

Agreement and national greenhouse gas mitigation commitments.®

TECHNICAL AND OPERATIONAL PARTNERSHIPS

While the FNE ABC product itself does not provide specialized technical assistance, BNB focuses on credit
provision and may establish partnerships with rural extension service providers in certain contexts depending on
region and target audience. In addition, regardless of the beneficiary’s size, FNE ABC resources can be used to
hire specialized firms to support the implementation, monitoring, and evaluation of projects with respect to their
social and environmental impacts. However, these specific activities, monitoring and evaluating social and
environmental outcomes, are not included in the standard technical assistance services that support producers
in project preparation and implementation. This flexible approach creates opportunities to complement BNB'’s

financing with tailored expertise, helping ensure that funded projects achieve their intended outcomes.

These entities provide training, technical assistance, and planning tools that help producers understand, prepare
for, and implement practices eligible under FNE ABC. For example, Grupos Gestores Estaduais (GGE)°® in states
like Alagoas and Bahia, where BNB is an active member, serve as coordination platforms that align technical
advisory services with available credit lines. Without this ecosystem of support, many potential FNE ABC
borrowers would be unable to prepare bankable proposals or ensure sound implementation of financed activities.
However, this technical assistance is not directly linked to a partnership with BNB.

7 Climate Policy Initiative. (2020). Politica de crédito rural no Brasil: Landscape analysis. Retrieved from
https://www.climatepolicyinitiative.org/wp-content/uploads/2020/12/REL-Politica-de-Credito-Rural-no-Brasil.pdf

8 International Institute for Sustainable Development (IISD). (2024). Low-carbon agriculture in Brazil: Policy analysis. Retrieved from
https://www.iisd.org/articles/policy-analysis/low-carbon-agriculture-brazil

9 GGEs (state management groups) were established under Brazil's Low-Carbon Agriculture Plan (ABC/ABC+). They bring together state governments,
financial institutions, research and extension agencies, and producer representatives to coordinate the promotion of low-carbon practices. GGEs serve as a
platform to align TA with available credit lines, ensuring better integration between policy, finance, and implementation at the state level.
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Because the FNE ABC product is explicitly oriented to help achieve policy mandated government targets, the
low-cost financing is part of a broader government supported effort to reduce carbon emissions and improve
environmental outcomes in the sector. While borrowers may be able to access certain public programs
(examples below), the extent to which FNE ABC borrowers utilize these services is not tracked by BNB.
Importantly, accessing FNE ABC financing does not confer any linkages to public training, technical assistance,

or rural extension services.

FNE LOW CARBON AGRICULTURE ANALYSIS

1. The Amazon Dimension

While not a main emphasis of the program, FNE ABC provides loans to borrowers in the state of Maranhao.
Generally speaking, Amazon states receive a disproportionately low share of Brazil’s rural credit relative to their
agricultural land area and economic potential.'®"" Contributing factors include a lack of infrastructure, weak credit
intermediation networks, insecure land tenure, and limited technical assistance, conditions that are particularly

acute in the Amazon region.

FNE ABC is not designed to be biome-based but regional, with terms primarily differentiated between semi-arid
and non-semi-arid zones. The Amazon is largely classified as non-semi-arid, though some municipalities in the
region may benefit from lower charges and greater leverage under FNE rules, and does not benefit from the
subsidized interest rates or implementation bonuses that were historically targeted to the semi-arid Caatinga
region. Furthermore, BNB chose not to include specific ABC+ practices like intensive cattle finishing and irrigation
integration in FNE ABC, technologies that could be suitable in Amazon frontier zones.

Thus the profile of FNE ABC beneficiaries in the Northeast, diverse, institutionally organized, supported with
technical assistance, and gender-responsive, is quite different from the typical credit applicant in the Amazon
region, which tend to be less commercialized and more dependent on a narrow set of public financial institutions.
This contrast underscores the potential need for tailored credit models, capacity-building efforts, and inclusive
mechanisms to better serve Amazonian producers to achieve outcomes similar to FNE ABC's results outside the

Amazon.

2. Market Differential and Financial Innovation

Alignment with the Federal Government

The primary market differential is the FNE ABC program’s role as a financial mechanism of the federal ABC+
policy. Its’ interest rates are set in accordance with national monetary policy, currently at 8.30% per year, with a
timeliness bonus reducing the rate to 8.20%" - a highly competitive level considering the SELIC benchmark rate
of 15% per year.

© Souza, P., de Campos, G., Herschmann, G., Vogt, P., & Assuncao, J. (2021). 6 peculiarities of rural credit in the Amazon: New research shows credit
restrictions and extensive land use in agriculture. Climate Policy Initiative. Retrieved from
https:/mww.climatepolicyinitiative.org/publication/6-peculiarities-of-rural-credit-in-the-amazon-new-research-shows-credit-restrictions-and-extensive-land-use-in-agriculture/

" Silva, M., & Oliveira, T. (2024). Assessment of rural credit in the Brazilian Amazon. Journal of Forest Economics and Policy. Retrieved from
https://www.emerald.com/jfep/article-abstract/doi/10.1108/JFEP-04-2024-0095/125264 3/Assessment-of-rural-credit-in-the-Brazilian-Amazon

2 Banco Central do Brasil. (2025). CMN Resolution n° 5.235/2025. Retrieved from
https://iwww.bcb.gov.br/estabilidadefinanceira/exibenormativo?tipo=Resolu%C3%A7%C3%A30%20CMN&numero=523
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To keep costs low to borrowers, the product does not offer specific technical advisory services, nor does it directly
monitor the climate and environmental impacts of its lending. Monitoring focuses on measurable financial data,
such as total financing deployed for low-carbon agriculture and the number of producers adopting these
technologies, reflecting the government’s emphasis on expanding sustainable practices rather than imposing
compliance-based targets. This approach has positives and negatives, but it clearly reduces the cost of the product
to BNB, which passes on those savings in the form of highly concessional interest rates to borrowers, and thus it is
an interesting model that is differentiated substantially from more resource intensive sustainability focused products.

Competitive Advantages

In addition to the low interest rates, which, in the case of FNE ABC, are the lowest available under the FNE, a key
competitive advantage of the FNE ABC product from the borrowers’ perspective is its flexible financing structure,
offering loan tenors of up to 20 years with grace periods that can reach 12 years, and are generally up to four
years for most activities. While silviculture projects follow shorter cycles, the program’s terms are modular and
tailored to the specific nature and duration of each investment. BNB places strong emphasis on responsible
management of public funds, conducting risk analyses and working closely with clients to define repayment
schedules that align with both the project’'s cash flow and the client’s budget, ensuring financial viability and

long-term sustainability.

Compared with PRONAF. which offers advantageous conditions to small producers, FNE ABC fills a critical niche
by providing a spectrum of mini, small, medium and large-scale producers with access to long-tenor, low-cost
financing for low-carbon investments. This positioning allows the program to complement PRONAF and other
microfinance mechanisms in Brazil, such as AgroAmigo, ensuring that the entire spectrum of rural producers,
from smallholders to large enterprises, has access to tailored financial solutions for adopting sustainable

practices.

As described above (see Alignment with Public Policies), FNE ABC also benefits from its key role as a financial
mechanism of the federal ABC+ Plan. This relationship allows BNB to provide financing for low-carbon transition
and environmental conservation within a broader policy and services framework that supports borrower

compliance and effective implementation of improved practices.

Competitive Disadvantages

The competitive advantages of the product inherently result in relative disadvantages, from an impact
perspective, compared to other climate and environmentally focused credit products. Primarily, the core trade-off
in this product is that the low cost of credit means that BNB is not able to offer targeted technical extension
services. While borrowers are able to procure these services elsewhere (either through government subsidized
programs or on the private market), they do not come as a package deal, meaning they have to be sought out
and procured separately. Lacking a specific parallel technical services offering, BNB faces uncertainty about the
borrower’s ability to implement the required low-carbon activities. In addition, the process of qualifying proposals
under this line is more complex than under traditional credit products, as it requires a minimum understanding of
the fundamentals of low-carbon agriculture. Finally, because there is no dedicated climate impact monitoring,

BNB lacks a mechanism to report on its climate and environmental impacts with specificity.
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3. Operationalization

This product is still in its initial phase, and BNB is actively adapting and addressing challenges with a clear
commitment to scale impact. As of December 31, 2025, the FNE ABC portfolio includes 55 projects with an
average R$ 143.83 million ticket size (equivalent to USD $26.73 million)™. The operations carried an average
tenor of 114 months, with interest rates ranging from a minimum of 6.3% annually applied to 82% of the projects
to a maximum of 8.5% interest rate annually for 9% of the projects. All proposals are currently in their grace period,

reflecting the early stage of implementation.

In 2024, R$ 3.24 million (equivalent to USD $601,420)" were disbursed, and BNB quickly recognized the importance
of capacity building for its commercial and technical teams to ensure opportunities are identified and correctly aligned
with the program’s criteria. Operating across 11 states, BNB has invested in strengthening its partner banks’
knowledge so they can better guide producers on how to access these resources. This proactive approach has
already yielded strong momentum, with an additional R$ 73.30 million (equivalent to USD $13.60 million)® disbursed
in 2025 against an ambitious target of R$ 100 million (equivalent to USD $18.55 million)'®. This demonstrates the
Bank’s ability to turn early lessons into accelerated growth.

At the same time, BNB is embracing the opportunity to refine and expand the program’s reach. While the current
ticket size averages R$ 3.06 million per operation, which favors larger projects, FNE ABC'’s portfolio remains
largely inclusive, with 83% of the credit directed to micro, mini, and small producers and the remaining 17% to
medium and large producers. To further strengthen access, BNB is working closely with the Central Bank and
SUDENE to unlock more favorable conditions for small and medium producers. This includes extending
repayment terms up to 20 years, with grace period of seven years for forest management, and considering
special incentives for women entrepreneurs. BNB is also moving beyond its initial concentration in northern Minas
Gerais by mapping opportunities to restore degraded lands and exploring expansion into regions such as
northern Maranhao, within the Amazon. These steps reflect a strong trajectory toward broadening the program’s

inclusivity and regional balance while maintaining its early momentum.

4. Scalability

Scalability Challenges

Scaling in the Amazon is constrained by two key issues 1) BNB'’s generally limited geographic coverage in the
Amazon, and (2) the comparatively higher costs associated with credit origination and monitoring in the Amazon.
A further challenge lies in the adoption of knowledge about what constitutes low-carbon agriculture and how
proposals should be structured, both among clients and, especially, among project developers. The latter must
internalize the full range of financing alternatives available under the product in order to act as catalysts for FNE
ABC, together with BNB’s branch network. For retail clients, largely small and very small producers, persistent
bottlenecks remain around technical assistance and the need for more qualified management of rural enterprises,

factors that continue to limit uptake even where credit is available.

' Average exchange rate in the calendar year 2024, from Investing.com’s historical exchange rate tool.
4 Average exchange rate in the calendar year 2024, from Investing.com’s historical exchange rate tool.
s Average exchange rate in the calendar year 2024, from Investing.com’s historical exchange rate tool.
'® Average exchange rate in the calendar year 2024, from Investing.com’s historical exchange rate tool.
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Opportunities for Scalability

The broader trend in Brazil shows rural credit as the primary climate finance instrument for land use, averaging
USD $ 9.9 billion per year between 2021 and 2023, representing 58% of all climate finance in that sector.'”®
Strong demand for rural credit is a good indicator for the market for scaling; however, since the product is tied to
the constitutional financing machinery (FNE), the ability to increase FNE ABC capitalization is not BNB'’s to
determine. The national ABC+ policy sets clear targets however, providing an impetus to scale the FNE ABC
product as part of a structured framework for scaling sustainability-linked credit disbursements.'92°

Looking ahead, there is potential to scale the product through continuity of internal trainings and dissemination
efforts already underway, paired with external communication actions to raise awareness among producers and
project developers. At the same time, scaling must be evaluated in light of the program’s growth trajectory.
Planning of FNE applications is conducted annually, and for 2026, the expected allocation for the product has not
yet been officially confirmed, as the FNE programming approval process is still underway.

5. Replicability and Financial Sustainability

The core innovation of the product, providing a pre-approved list of climate-smart techniques and technologies to
access a concessional credit line that does not burden the bank or the borrower with onerous monitoring,
reporting, and verification (MRV) responsibilities, is one that has potential for replication in many Green Coalition
member institutions. It is a distinct approach to tackling a tricky issue: the high additional costs of implementing
and assessing climate finance interventions. It is particularly attractive for larger borrowers, for whom the ticket
sizes and terms are attractive, and for banks that do not already have specialized technical assistance and MRV

capabilities.

The keys to replication are access to a concessional credit line, alignment with national and or regional climate
and environment policies and strategies, and ability to plug-in to an existing framework of technical assistance

providers and monitoring systems.

Concessional Credit Line

The FNE provides financial sustainability that is not paralleled in all Amazon countries. None-the-less, the PDBs
across the Amazon have their distinct forms of concessional capital to draw on and could also consider a blended
financing approach to underpin replication of the FNE ABC product. Blending PDB credit lines with climate funds’
financing, DFI guarantees, or private investment could magnify impact. International climate finance for land use
remains small relative to domestic flows, but is growing at US$ 17.1 billion/year, offering an opportunity for
co-financing.?! Blending PDB resources with multilateral, philanthropic, and/or private capital could bridge
affordability gaps, support MRV, and enable replication across diverse biomes.

7 Climate Policy Initiative. (n.d.). Landscape of climate finance for land use in Brazil: Agricultural credit policy. Retrieved from
https://lwww.climatepolicyinitiative.org/landscape-of-climate-finance-for-land-use-in-brazil-agricultural-credit-policy/

'8 Climate Policy Initiative. (n.d.). Climate finance for land use in Brazil reaches US$ 17.1 billion annually, driven by rural credit and public policies. Retrieved from
https://www.climatepolicyinitiative.org/press-release/climate-finance-for-land-use-in-brazil-reaches-us-17-1-billion-annually-driven-by-rural-credit-and-public-policies

'® International Institute for Sustainable Development (IISD). (2024). Low-carbon agriculture in Brazil: Policy analysis. Retrieved from
https://www.iisd.org/articles/policy-analysis/low-carbon-agriculture-brazil

20 Souza, P., & Assuncao J. (2024). The impact of ABC Program credit on pasture recovery: Evidence from the Cerrado. Climate Policy Initiative. Retrieved from
https://www.climatepolicyinitiative.org/publication/the-impact-of-abc-program-credit-on-pasture-recovery-evidence-from-the-cerrado
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Public Policy Alignment

An important enabler of FNE ABC is its integration with public policies and strategies. Because it operationalizes
Brazilian climate policies it can leverage various technical services that do not impact the bank’s balance sheet
in the same way that dedicated technical services and MRV would. To successfully replicate elsewhere, a PDB
should ensure strong alignment with climate and environmental policies, and even partnerships with relevant

ministries.

Specialized Technical Assistance

Replication hinges on the availability of third-party technical assistance. Historical evidence from the original ABC
Plan showed limited efficacy in degraded pasture recovery, largely due to lack of TA.?? Similarly, development
projects worldwide (e.g., World Bank’s low-carbon agriculture efforts in the Cerrado) have embedded TA and
monitoring as central pillars of success. Replicating FNE ABC across different regions or biomes (such as the
Amazon) would therefore be more viable if accompanied by biome-specific technical support systems, such as
local extension, capacity-building modules, and field monitoring.

Commercial Integration

For long-term financial sustainability, there’s potential to integrate FNE ABC-style low-carbon practices into
commercial agricultural value chains. Agroforestry systems, for example, have demonstrated economic benefits
including increased stocking rates and shifts toward higher-value cropping in Brazil.??> Embedding financed
practices into commodity markets or certification schemes (e.g., climate-friendly coffee, beef, or cocoa) can

generate revenue streams that enhance repayment capacity and self-sustainability.

6. Social, Environmental, and Climate Impacts

One of the clearest lessons from FNE ABC is that even well-aligned and technically sound programs must have
a plan in place for monitoring and reporting of impacts. Although the program supports climate-smart technologies
consistent with Brazil's ABC+ Plan, it does not currently measure the resulting climate, environmental, or social
impacts (e.g., GHG reductions, hectares restored, productivity increases). This is particularly important as Brazil
scales its climate finance agenda and seeks to position rural credit as a tool for delivering measurable mitigation
and adaptation outcomes. Even so, FNE ABC has achieved social, environmental, and climate impacts as

described below.

Social Impacts

The FNE ABC program aims to contribute to increased financial inclusion and broader social equity in the
Northeast. It includes specific provisions that aim to empower small and medium-scale farmers, family producers,
and women-led agricultural enterprises, thanks to tailored terms like additional grace and tenor extensions for
projects led by women. This structure helps distribute resources to marginalized groups and advance gender

inclusion in rural finance - aligning with Brazil's constitutional goal of reducing regional inequality.

21 Climate Policy Initiative. (n.d.). Climate finance for land use in Brazil reaches US$ 17.1 billion annually, driven by rural credit and public policies. Retrieved from
https://iwww.climatepolicyinitiative.org/press-release/climate-finance-for-land-use-in-brazil-reaches-us-17-1-billion-annually-driven-by-rural-credit-and-public-policies/

2 Climate Investment Funds. (2014). Appraisal PAD for FIP. Retrieved from
https://iwww.cif.org/sites/cif_enc/files/P143184_Appraisal%20PAD%20%28disclosable%29%20for%20FIP%20April%207 .pdf

2 Mendes, J., & Rocha, L. (2021). The economic impacts of the diffusion of agroforestry in Brazil. ResearchGate. Retrieved from
https://iwww.researchgate.net/publication/351764208_The_economic_impacts_of_the_diffusion_of_agroforestry_in_Brazil
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Environmental and Climate Impacts

The suite of low-carbon and climate-resilient techniques and technologies promoted by Brazil's ABC+ policy, are
designed to reduce GHG emissions and improve ecological outcomes. Although the FNE ABC credit line does
not yet include monitoring mechanisms that would allow for calculating volumes of carbon emitted or removed
from the atmosphere, BNB understands that the credit stimulus for the adoption of sustainable production
systems, practices, products, and processes) contributes to achieving emission-reduction targets. This is due to
the nature of the credit proposals and their integration within both the Sectoral Plan for Adaptation to Climate
Change and Low Carbon Emission in Agriculture, aimed at Sustainable Development (2020-2030) as well as the
Program for Financing Sustainable Agricultural Production Systems (RenovAgro).

The ABC+ policy includes actionable goals for landscape-scale impact while FNE ABC finances project-level
adoption. This combination of policy and finance advances national sustainability objectives. However, as BNB
does not monitor GHG emissions or track environmental baselines pre-financing, the program’s environmental
impact remains inferred, not measured. Without MRV mechanisms, it’s difficult to attribute actual climate benefits
to the financed investments.

7. Lessons Learned
Tailored Credit Products Can Advance Policy Goals but Require Regional Calibration.

FNE ABC demonstrates that embedding national low-carbon agriculture objectives into regional concessional
finance can help scale sustainable practices. The program successfully translates the ABC+ Plan into localized
financing in Brazil's Northeast, offering favorable terms and a wide array of eligible technologies. However,
lessons from its deployment reveal the importance of regional calibration, both in terms of technical viability and
beneficiary profiles. For example, practices suitable for the Caatinga or Cerrado may not be appropriate in the
Amazon without adjustments for land tenure, institutional reach, or biophysical conditions. This underscores the
need for biome-informed product design within nationally aligned rural credit frameworks.

Inclusivity Hinges on More than Eligibility - It Requires Enablement.

While FNE ABC is formally open to producers of all sizes, uptake remains skewed toward medium and large
producers due to persistent barriers such as collateral requirements, limited access to technical assistance, and
low awareness of program eligibility. Some smallholders, women-led farms, and Indigenous or traditional
communities may be receiving support through PRONAF, which explains why they are underrepresented among
FNE ABC participants. Even still, these limitations point to a critical lesson: financial inclusion in climate-aligned
credit requires active enablement, not just formal eligibility. Strengthening partnerships with extension services,
NGOs, and state-level ABC+ governance bodies could help bridge this gap, particularly for smallholders,
women-led farms, and Indigenous or traditional communities. The gender-responsive grace period provisions
within FNE ABC are a positive step but would be easier to learn from and improve with enhanced tracking and

visibility.

"



8. SWOT Analysis

STRENGTHS

Concessional Financing offers highly competitive interest rates (often below market) thanks to constitutional
funds that make low-carbon investments more financially attractive

Wide Scope of Eligible Activities which enables tailored solutions for different producer profiles
Accessibility to All Producer Sizes with flexible terms and repayment grace periods
Alighment with National Policies

BNB'’s established network and experience with concessional rural credit programs

Limited risk from FNE capitalization or rates: Likelihood that fluctuations in FNE capitalization or regulated
rates would materially affect FNE ABC is low

WEAKNESSES

Low Smallholder Uptake due to collateral requirements, bureaucratic complexity, and technical plan
preparation costs

Concentration Risk: Uptake may be skewed toward certain commodities or producer profiles, limiting
diversification of climate impact

Geographic Limitations: Although the Northeast is obvious given BNB'’s scope, it limits access to this
interesting product for Amazonian producers

Measurement, monitoring, and evaluation gaps: BNB does not measure or monitor loans to ensure
financed practices deliver intended low-carbon outcomes

OPPORTUNITIES

Strengthening technical assistance to help smallholders access credit and implement best practices by
partnering with extension services, NGOs, and/or agribusinesses especially those linked to the ABC+ Plan

Blended finance structures to combine concessional FNE resources with grants or guarantees to reduce
barriers for higher-risk smallholders or innovative practices

Integration with carbon markets by financing projects that could also generate carbon credits, creating
additional revenue streams for producers

Measuring and monitoring results and incorporating additional performance-based incentives

THREATS

Borrower implementation quality risks due to lack of robust monitoring and technical assistance,
undermining climate impact and credibility
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FINAL CONSIDERATIONS

The FNE ABC program stands out as an example of how public development finance can be deployed to
advance national climate and sustainability goals at the regional level. Its design reflects thoughtful alignment
with Brazil's ABC+ policy, offering a menu of climate-smart practices backed by flexible, long-term concessional
credit. By channeling financing toward low-carbon agriculture in the Northeast and parts of the Amazon, the
program demonstrates the role that state-led financial institutions can play in supporting a just and sustainable
transition in rural areas. It also offers valuable lessons on embedding social equity, such as gender-responsive
terms, within rural credit policy.

Recognizing that an important factor of the relatively low-interest rates that the product offers borrowers is due to
federal policies and enabled by low operational costs (i.e., not providing dedicated technical assistance or
monitoring), this product could be an interesting opportunity to develop partnerships with a blended finance
approach. This adaptation would not only enhance the climate impact of the program but also position it as a
more attractive candidate for additional concessional support from stakeholders including international climate
funds, impact investors, and philanthropies.

As Brazil scales up its climate finance architecture in line with international commitments, the FNE ABC program
provides a foundation worth refining, not only for the Northeast, but for broader replication in critical biomes like
the Amazon. Adapting the program to the unique challenges of frontier regions, enhancing inclusion for
underserved producers, and embedding accountability through impact tracking would be important modifications
to enable replication.
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