
 

 

 

 
 
 
 
 
 
 
 

ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 19 
Banco BTG Pactual S.A. does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the 

objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. Any U.S. person receiving this report and wishing to effect any transaction in a security 

discussed in this report should do so with BTG Pactual US Capital, LLC at 212-293-4600, 601 Lexington Avenue. 57th Floor, New York NY 10022. 

 

Equity Research 

Carlos Sequeira, CFA 

New York – BTG Pactual US Capital LLC 

carlos.sequeira@btgpactual.com 

+1 646 924 2479 

Osni Carfi 

Brazil – Banco BTG Pactual S.A. 

osni.carfi@btgpactual.com 

+55 11 3383 2634 

  
 

 

 
 

November 10SIM (10 Stock Ideas for the Month) 
 

The price of uncertainty 

The Ibovespa fell another 6.7% in October (9.8% in USD) and has now slumped 18.4% 

in the past four months (-27.0% in USD). Brazil’s economic and political environment 

has really soured in recent months, and valuations have also been shaken up. The 

premium to hold equities is 4.2%, one standard deviation above average, even though 

10-year rates have skyrocketed to 5.5%, from 4.1% three months ago.  

Itau in, Bradesco out; upping our exposure to Banks 

We keep our exposure to several of the same themes to which we were exposed last 

month, making only a few adjustments to the portfolio. We remain exposed to banks 

and insurance companies, which should perform better in an environment of rising 

interest rates, and have thus upped our exposure to the former to 15%, replacing 

Bradesco with Itau, while insurer Porto Seguro keeps its spot in the 10SIM. 

Consumer stocks rejoin the fold (Arezzo and Iguatemi); Energisa also in 

We are adding some quality consumer stocks that fell heavily recently, even though 

their operating results are strong and improving. Retailer Arezzo and shopping mall 

operator Iguatemi are back in as both tend to gain from consumption growth by higher 

income groups. To make room for these changes, we removed Rede D’or and Vamos. 

We are also adding utility Energisa, which is delivering very strong operational results 

and trading at a highly compelling valuation (11.3% real implied IRR), replacing Assai. 

WEG, Gerdau, PetroRio, SLC, Raizen all keep their spots 

We stay exposed to Gerdau, WEG, PetroRio, Raizen and SLC. 

  

Table 1: Brazil 10SIMTM Portfolio for November 2021 

Source: BTG Pactual estimates, Economatica 

Company Ticker Weight (%) ADTV (R$m) Mkt Cap (R$m) Upside (%) PE 2021E

ItauUnibanco ITUB4 15% 1,167.3 216,664           33% 8.9x

Weg WEGE3 10% 307.2 155,252           22% 58.0x

Raizen RAIZ4 10% 79.4 69,540             62% n.a.

Gerdau GGBR4 10% 448.2 43,215             60% 3.9x

Petrorio PRIO3 10% 693.5 19,697             79% 15.5x

Energisa ENGI11 10% 85.9 17,164             51% 5.7x

Porto Seguro PSSA3 10% 76.4 14,934             37% 8.6x

SLC Agricola SLCE3 10% 64.1 8,300              51% 12.7x

Arezzo Co ARZZ3 10% 68.5 7,322              57% 29.0x

Iguatemi IGTA3 5% 74.7 5,278              70% 19.5x
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The price of uncertainty 

The Ibovespa fell another 6.7% in October (and 9.8% in USD) and is already down 

18.4% in the past four months (-27% in USD). After the recent sell-off, in the past four 

months Brazil is easily the worst performing LatAm equities market (chart 1). 

Chart 1: Latin American equity performances in the past 3 months (Base 100; in USD) 

 
Source: Bloomberg, BTG Pactual 

Economic and political environment has soured massively 

Brazil’s economic and political environment has soured massively in recent months. 

According to the Central Bank Focus survey, inflation is now expected to end 2021 at 

9.0% and decline to 4.4% in 2022. The pace of interest rate hikes accelerated at the 

last meeting to 150bps, meaning the Selic may end the year at 9.25% and the cycle 

may end somewhere between 11% and 12% early next year – a big increase vs. 

consensus estimates just a few weeks ago.  

2022 GDP growth forecasts are also being trimmed. The Focus survey shows a 1.4% 

2022 estimate, which we think is too high in light of the worse scenario (we expect 2022 

growth forecasts to fall below 1% in upcoming revisions). 

The government decision to change spending cap laws (Brazil’s only fiscal anchor) to 

make room in the Budget for a new and improved social program (Auxilio Brasil) has 

spooked markets.  

To make extra room in the Budget, the government wants to change the annual 

spending cap´s correction (instead of adjusting the ceiling from June to June, the new 

rule would adjust it from December to December). This change may seem harmless, 

but inflation is on the rise and will end up creating an extra R$52bn for spending in 

2022. The rule also changes how judicial debts are paid, creating an extra R$47bn in 

the 2022 Budget. Adding the two up, the room created is R$99bn.  

According to our macroeconomic team, these changes will increase the 2022 primary 

deficit to 1.3% of GDP, from 0.3% estimated currently. As per our latest simulations, 

and considering the higher primary deficit and worsening macro parameters (GDP 

growth of 0.5% and terminal Selic rate of 12%), gross debt-to-GDP would rise to 86% 

in 2022 (vs. our current estimate of 82%).  
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While clearly worse-than-originally expected, this increase likely won´t be the only 

reason for the sharp sell-off in Brazilian equities and currency. With political 

negotiations ongoing, uncertainty on the size of the additional expenditure and the final 

outcome of spending cap rule changes are still weighing on market prices. 

Chart 2: Primary deficit (as % of GDP) 

 

Chart 3: General government’s gross debt (as % of GDP)  

 

 

 
Source: National Treasury, BTG Pactual estimates  Source: National Treasury, BTG Pactual estimates 

 

Big shake-up in valuations 

After the sell-off, Brazil is trading at 10.3x 12-month forward P/E, one standard 

deviation below its historical average of 12.7x (chart 4). 

Chart 4: Bovespa P/E 12mf (ex-Petro & Vale) 

Source: Economatica, BTG Pactual estimates 

The premium to hold equities, measured as the inverse of the P/E minus 10-year real 

interest rates, is 4.2%, one standard deviation above average (chart 5), even though 

10-year rates have skyrocketed to 5.5%, from 4.1% three months ago (chart 6).  
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Chart 5: Earnings yield (E/P minus 10-year interest rates) 

 

Chart 6: Long-term government bonds (NTN-B 2035) 

 

 

Source: Brazil Central Bank, BTG Pactual estimates  Source: Brazil Central Bank, BTG Pactual estimates 

Investors have aggressively sought protection in recent weeks. The short interest ratio 

hit its highest level in 12 months (chart 7), while the Ibovespa put/call ratio jumped well 

above its past 2-year average (chart 8). 

Chart 7: Short ratio x Ibovespa 

 

Chart 8: Ibovespa index Put/Call Ratio  
 

Source: Bloomberg, BTG Pactual estimates  Source: Bloomberg, BTG Pactual estimates 

 

Earnings estimates are falling…and look set to fall much more 

Some reckon 2022 earnings forecasts will be trimmed in the coming months. And we 

agree. Higher interest rates will pressure financial expenses, and lower economic 

growth may slow down top line expansion.  

Revisions have already started. We model for consolidated earnings to fall 6.3% in 

2022 vs. 2021 (table 2). Earnings revisions will likely first involve commodity exporters, 

with lower metal prices (mainly iron ore) already being incorporated into our numbers. 

We model for commodity exporters’ earnings to decline 22% y/y in 2022. 

Ex-Petrobras and Vale, we see earnings barely moving the needle y/y. The biggest 

downward earnings revisions may involve companies mainly selling domestically. We 

still model for domestic companies’ earnings to grow 14.8% y/y in nominal BRL in 2022, 

less than we modeled a couple of months ago (16.6%) but still optimistic if we consider 

the dramatic change in the economic environment in recent weeks.  
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With the Selic now expected to go all the way up to 11-12% and GDP growth below 

1%, there are strong odds of additional downward earnings revisions. 

Table 2: Earnings estimates 

Source: Economatica, BTG Pactual estimates  

 

Higher Selic rates will pressure earnings down 

Even though listed companies’ consolidated leverage slumped from their 2015 peak, a 

much higher-than-initially expected Selic will hit their consolidated earnings. 

Ex-Petrobras and Vale, listed companies’ leverage fell from 2.9x net debt-to-EBITDA 

in 2015 to 1.4x in 1H21. We expect the decline to continue and leverage to fall further 

to 1.2x by end-2021 (chart 9).  

2019 2020E 2021E 2022E 12mf 2021 vs 2020 2022 vs 2021 2021 vs 2019

BTGP Coverage 218,295 182,870 509,628 477,613 483,051 178.7% -6.3% 133.5%

BTGP Coverage (ex-Petr&Vale) 200,422 165,823 304,341 306,269 305,942 83.5% 0.6% 51.8%

Domestic 192,411 166,038 214,394 246,111 240,723 29.1% 14.8% 11.4%

Commodities 25,884 16,832 295,235 231,502 242,328 1654.0% -21.6% 1040.6%

Agribusiness 2,053 2,317 5,976 8,406 7,994 157.9% 40.7% 191.1%

Airlines & Mileage -1,389 -9,951 -1,632 789 377 n.a. n.a. n.a.

Banks 85,792 65,240 92,087 100,488 99,061 41.2% 9.1% 7.3%

Capital Goods 2,775 2,922 4,025 4,799 4,668 37.8% 19.2% 45.0%

Car Rental & Logistics 2,115 2,497 4,433 5,224 5,090 77.5% 17.8% 109.6%

Education 1,545 -652 1,001 1,408 1,339 n.a. 40.8% -35.2%

Financials (ex-Banks) 18,509 11,082 13,104 15,190 14,836 18.2% 15.9% -29.2%

Food & Beverage 22,090 31,421 27,982 25,654 26,050 -10.9% -8.3% 26.7%

Healthcare 4,463 3,230 6,016 8,773 8,305 86.3% 45.8% 34.8%

Infrastructure 2,243 661 2,764 3,568 3,431 318.0% 29.1% 23.2%

Metal & Mining 696 36,597 165,961 96,735 108,494 353.5% -41.7% 23762.0%

Oil & Gas 25,145 -9,595 103,667 115,884 113,809 -1180.4% 11.8% 312.3%

Pulp & Paper -2,009 -12,487 19,630 10,477 12,032 n.a. -46.6% n.a.

Real Estate 4,192 4,819 7,010 9,617 9,174 45.5% 37.2% 67.2%

Retail 8,913 8,733 12,575 18,146 17,200 44.0% 44.3% 41.1%

Software 631 675 1,124 1,540 1,469 66.4% 37.0% 78.1%

Telecom 6,907 6,642 6,586 8,030 7,785 -0.8% 21.9% -4.6%

Utilities 33,625 38,720 37,320 42,884 41,939 -3.6% 14.9% 11.0%
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Chart 9: Leverage of companies under our coverage ex-Petr&Vale (Net Debt / EBITDA) 

 
Source: BTG Pactual estimates 

Commodity exporters were a big part of the fall (weaker BRL and booming commodity 

prices boosted their sales), and domestic companies’ leverage also fell (chart 11). 

Chart 10: Leverage of domestic companies under our coverage 

 

Chart 11: Leverage of companies under our coverage 
 

Source: BTG Pactual estimates  Source: BTG Pactual estimates 

We ran a back-of the-envelope calculation to estimate the impact of a higher Selic rate 

on listed companies’ earnings. Our first assessment indicates that for every 100bps 

increase in the Selic rate, listed companies’ consolidated earnings would fall by 2.4%.  

Earnings of companies selling domestically would be more impacted than those of 

commodity exporters, mainly because a bigger chunk of domestic players’ debt is 

linked to the Selic. While earnings of most sectors would be impacted by a higher Selic, 

banks´ and insurance companies’ earnings may grow (all else constant).  

Our macroeconomic team has been estimating an increase in the Selic rate in 2022 for 

a long time now and has been raising its forecasts throughout 2021. Part of this 

estimate revision has been incorporated by our analysts when forecasting 2022 

earnings. That said, the latest (relatively big) upward revisions are most likely still not 

reflected in our analysts’ earnings models.  

This week, we will publish a separate, more detailed note discussing the impact of a 

higher Selic rate on our earnings estimates.  
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October foreign investor inflow but more equities outflow  

Since end-July, we´re seeing a disconnect between foreign investor flows and the 

Ibovespa, with the former posting inflow of R$14bn but the broad tape slumping 14.2%. 

In recent days, the Ibovespa sold off sharply due to greater fiscal and political risk. 

Foreign investor inflow seems to be trending like the CDS. In October 1-26, while the 

CDS rose 21bps, foreign inflow was R$11.2bn. Normally, these metrics go in opposite 

directions. Since October 26, the CDS has jumped 16bps, but this time we see things 

differently, with strong odds that in the coming days foreign investor flows will shift 

direction, with money leaving Brazil. 

Chart 12: Foreign investor appetite continues to wane 

 
Source: Bloomberg, BTG Pactual 

Although foreign investor inflow remains strong YTD, allocation levels here are falling. 

Brazil benefited, as did the rest of the world, from ample global liquidity during the 

pandemic, with GEM and global funds raising record amounts in 2021 (and the year 

isn’t over yet). But allocation levels went the other way. With more political tension in 

the country and renewed concerns on fiscal policy, allocation levels are down in the 

year, and plummeted in September (mainly GEM and LatAm funds). 
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Table 3: Breakdown of funds´ Brazil exposure 

 
Source: EPFR 

LatAm funds´ Brazil exposure has plunged this year, from 62.71% last December to 

57.84% in September, with most of the money shifting to Mexico. We don’t yet have 

visibility on October. But with the political/fiscal backdrop deteriorating further in the 

month, another sharp drop in exposure levels, as in September, is highly likely.   

Table 4: LatAm funds´ allocation in Brazil 

Source: EPFR 

Funds Allocations in Brazil

Date G.E.M. Global LatAm BRIC

Dec-12 11.91% 1.02% 57.81% 27.56%

Dec-13 10.99% 0.90% 53.62% 22.46%

Dec-14 8.63% 1.08% 50.55% 20.67%

Dec-15 5.59% 0.58% 43.09% 12.60%

Dec-16 8.15% 0.68% 56.03% 17.51%

Dec-17 6.73% 0.52% 56.42% 14.69%

Dec-18 7.69% 0.54% 59.85% 18.49%

Dec-19 8.18% 0.45% 65.86% 17.44%

Aug-20 4.67% 0.18% 62.09% 9.42%

Sep-20 4.40% 0.17% 61.08% 11.53%

Oct-20 4.31% 0.18% 60.15% 8.82%

Nov-20 4.98% 0.20% 60.17% 9.93%

Dec-20 5.29% 0.25% 62.71% 10.37%

Jan-21 4.65% 0.22% 60.96% 9.44%

Feb-21 4.30% 0.20% 58.43% 8.87%

Mar-21 4.50% 0.21% 57.96% 12.68%

Apr-21 4.65% 0.22% 58.69% 13.28%

Jun-21 5.46% 0.26% 62.52% 14.23%

Jul-21 5.39% 0.24% 61.33% 14.14%

Aug-21 5.10% 0.23% 60.36% 10.59%

Sep-21 4.79% 0.30% 57.84% 11.68%

LatAm Funds Allocation

Date Argentina Brazil Chile Colombia Mexico Peru

Dec-05 2.27% 54.93% 6.39% 0.94% 31.23% 1.42%

Dec-06 3.53% 54.49% 5.56% 1.08% 30.68% 1.35%

Dec-07 1.85% 64.88% 3.69% 0.83% 22.69% 1.87%

Dec-08 0.58% 60.33% 5.06% 1.52% 24.98% 3.07%

Dec-09 1.02% 67.21% 4.45% 0.61% 20.20% 2.12%

Dec-10 1.13% 65.48% 5.32% 1.03% 20.01% 2.71%

Dec-11 0.95% 65.36% 6.49% 1.92% 17.88% 2.89%

Dec-12 0.85% 57.81% 7.76% 2.74% 22.20% 4.04%

Dec-13 1.25% 53.62% 8.39% 3.90% 23.57% 4.21%

Dec-14 1.25% 50.55% 8.92% 3.77% 25.82% 4.58%

Dec-15 1.11% 43.09% 9.76% 2.25% 35.93% 3.48%

Dec-16 1.48% 56.03% 8.01% 2.03% 23.95% 4.07%

Dec-17 3.49% 56.42% 8.80% 1.82% 22.02% 3.43%

Dec-18 2.36% 59.85% 6.45% 1.52% 21.46% 3.74%

Dec-19 1.61% 65.86% 5.21% 1.67% 18.73% 3.08%

Dec-20 2.81% 62.71% 5.50% 1.13% 20.85% 2.49%

Sep-21 2.76% 57.84% 5.90% 1.04% 25.34% 1.94%
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Domestic flows: equity funds shrinking; fixed income funds growing 

Equity funds reported outflow for the second month in a row, to the tune of R$5.1bn in 

October (-R$2.8bn in September). Equity fund redemptions usually take 30 days, which 

means outflows now were probably sales a month ago. With markets deteriorating and 

interest rates going up, outflow likely accelerated in recent weeks. 

Chart 13: Equity funds’ monthly net inflow 

 
Source: Anbima, BTG Pactual estimates 

Local investors’ equities allocation also fell from 15.1% in August to 14.4% in 

September (following the Ibovespa's 7.3% drop), the lowest since October 2020. 

Chart 14: Local funds’ equities allocation 

Source: Anbima, BTG Pactual estimates 

In response to stock market losses and rising interest rates, retail investors trimmed 

their stakes in the Ibovespa from 20.7% in December 2020 to 15.9% this October, and 

the # of new retail investor accounts also slowed (130k accounts opened, on average, 

each month of 2020 vs. 60k monthly average in last 3 months). 
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Chart 15: Retail investors (%) 

 

Chart 16: Retail investor accounts (‘000) 

 

 

 
Source: B3, BTG Pactual  Source: B3, BTG Pactual 

Fixed income funds posted strong inflow in October, tracking recent months´ trend. In 

October alone, these funds received R$40bn, bringing YTD inflow to R$278bn, more 

than 3x the record of R$85bn in 2011. With interest rates moving up fast and set to rise 

even more in the months ahead, this trend sure doesn’t look like reversing. 

Chart 17: Fixed income funds’ monthly net inflow 

 
Source: Anbima, BTG Pactual estimates 

 

COVID-19: A thing of the past? 

The moving average of deaths has consistently come down in recent months, although 

it is still by no means acceptable, with ~340 people dying a day (vs. 541 at end-

September). Cases are also dropping a lot (12.0k vs. 17.0k at end-September). 

We´re seeing a consistent downtrend in new cases and new deaths (close to May-20 

and Apr-20 levels), and vaccination remains full steam ahead, with 1.4mn doses a day, 

on average, in October (mostly second/third doses). Latest data endorse the 

perception of a scenario where Covid-19 is under control thanks to vaccination efforts. 
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Chart 18: Daily new COVID-19 cases in Brazil 

 

Chart 19: Daily new deaths by COVID-19 deaths in Brazil 

 

 

 
Source: Brazilian Health Ministry, BTG Pactual  Source: Brazilian Health Ministry, BTG Pactual 

Vaccination levels are great! Almost all adults already got the first jab 

Vaccination is progressing faster, with Brazil vaccinating (with at least first dose) 154mn 

people, 72% of its population, and is now administering ~1.5mn doses daily. So far, 

~100% of adults already got at least one jab, and 72% are fully immunized. 

Chart 20: Daily jabs in Brazil (‘000) 

 
Source: Coronavirusbra1 database, state health departments 

 

Uncertainty calls for a defensive selection this month  

We repositioned our portfolio last month to reduce exposure to domestic cyclical names 

and focus more on sectors better equipped to navigate the crisis.  

This month, we keep exposure to several of the same themes to which we were 

exposed last month, making only a few adjustments. We also stay exposed to sectors 

set to perform relatively better in an environment of rising interest rates, like banks and 

insurance companies. We have thus upped our allocation to banks to 15% (from 10% 

last month) and replaced Bradesco with Itau, purely on relative valuation. We also keep 

insurer Porto Seguro in the 10SIM.  
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We remain exposed to other relatively more defensive plays in response to the current 

environment of, for example, higher global oil prices (via PetroRio, Raizen and, to a 

certain extent, SLC), and are increasing our allocation to some quality consumer stocks 

that plunged recently even though their operating results are strong and improving. We 

also sought additional exposure to a possible rebound in Brazilian equities by adding 

some Beta to our portfolio.  

This month, we are thus onboarding retailer Arezzo and shopping mall operator 

Iguatemi, two stocks exposed to what we believe will be a strong rebound in 

consumption by higher income groups. After the recent sell-off, we see Arezzo trading 

at 22x 2022E P/E, a discount to its historical valuation, and Iguatemi at 12x P/FFO 

2022E.  

We also added utility Energisa, which is delivering very strong operational results and 

is trading at a super attractive valuation of 11.3% real implied IRR, a hefty premium 

even to (now much higher) real long-term interest rates. Energisa replaces Assai as a 

top-quality defensive name. 

To make room for Arezzo, Iguatemi and Energisa, we are removing Rede D’Or, Vamos 

and Assai.  

Our 10SIM is rounded out by steelmaker Gerdau and capital goods maker WEG.  

Table 5: 10SIM™ changes (October vs. November) 

 
Source: BTG Pactual 

 

A summary of our November picks 

Arezzo: For years, Arezzo has been seen as a premium company in Brazilian retail, 

justifying its richer valuation, with superior execution in brand management and in 

successfully operating its asset-light franchise model. In summary, our positive call on 

the company reflects: (i) resilient domestic market expansion (helped by e-commerce 

and multi-channel growth over the coming years) and a potential rebound in 

consumption by higher-income classes; (ii) new brands such as Vans and Reserva; 

and (iii) healthier results in the US operation, mostly based on the wholesale and e-

Sector Company Ticker Weight Sector Company Ticker Weight

Healthcare Rede D'or RDOR3 10% Retail Arezzo ARZZ3 10%

Car Rental Vamos VAMO3 10% Commercial Prop. Iguatemi IGTA3 5%

Agribusiness Raízen RAIZ4 10% Agribusiness Raízen RAIZ4 10%

Agribusiness SLC Agrícola SLCE3 10% Agribusiness SLC Agrícola SLCE3 10%

Oil & Gas PetroRio PRIO3 10% Oil & Gas PetroRio PRIO3 10%

Financial (ex Banks) Porto Seguro PSSA3 10% Financial (ex Banks) Porto Seguro PSSA3 10%

Retail Assaí ASAI3 10% Utilities Energisa ENGI11 10%

Metal & Mining Gerdau GGBR4 10% Metal & Mining Gerdau GGBR4 10%

Capital Good Weg WEGE3 10% Capital Good Weg WEGE3 10%

Banks Bradesco BBDC4 10% Banks Itau ITUB4 15%

October 10SIM November 10SIM
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commerce channels. After the recent sell off, Arezzo trades at 22x P/E 2022E, offering 

upside, justified by its strong growth prospects (EPS CAGR of 18% until 2025). 

Iguatemi: with 100% of malls in Brazil now open (with higher operating capacity), malls 

sales started to accelerate in the past few months. Despite the macro backdrop is 

tougher now (e.g. lower GDP growth, high inflation, higher interest rates, etc.), we 

expect malls sales to keep recovering as the vaccination campaign keeps improving 

(53% of adults received 2nd dose in Brazil so far). In 3Q21, we believe Iguatemi should 

post solid SSS growth (volumes should be back to pre-Covid levels) and SSR (growing 

double digits in nominal terms vs. 3Q19), reflecting the better operating capacity of its 

malls and the nice performance of luxury retailers (sales of luxury goods have been 

boosted by higher savings of high-income individuals and restrictions on international 

travels). Iguatemi boasts a premium portfolio of shopping malls, mostly targeting high-

end consumers (more resilient amid a tougher economic scenario), while its valuation 

is attractive in our view (~12x P/FFO 2022E). Thus, Iguatemi is joining our 10SIM 

portfolio this month.  

Raizen: We’re maintaining RAIZ4 in our 10SIM portfolio. The company is set to start a 

new growth cycle after consolidating the portfolio built on top of its sugarcane 

processing and fuel distribution assets. More importantly, a growth path underpinned 

by a significant biomass origination capacity and ready to deliver renewables 

alternatives that range from cellulosic ethanol, biogas, pellets, and other co-products 

from its sugarcane fields. With an unmatchable scale, a strong corporate culture and a 

clear strategy, we see it offering a very compelling value proposition. The stock is 8% 

below IPO pricing, and at current levels, we continue to see RAIZ4 trading at 

undemanding levels that merely reflect assets in its current portfolio, ignoring the value 

of the new ventures to be tapped in the next decade, most of which in the renewables 

industry and proximity business. We value Raízen’s current assets at around 

R$7/share, which is very much on par with the current share price, suggesting that the 

upside potential coming from the new renewables lies nearly entirely on the upside. 

We are BUYers! 

SLC Agrícola: SLC has a proven business model that seeks to be a low-cost producer 

of  soybean,  cotton  and  corn  by  large-scale  adoption  of  technology  in  Brazil’s 

most traditional areas for farming. The company’s asset-light ~35% planted area 

growth in 2022 should allow it to benefit from high operational leverage and consolidate 

itself as one of the few and best ways to play the soft commodity price boom, also 

benefitting from a persistently weak BRL. Despite the YTD share price rally valuations 

continue to look undemanding, trading 33%  below  historical  based  on  EV/EBITDA  

22  and  19% below  it  in  2024  under  more normalized  long-term  commodity  prices.  

Also, although SLC shall lease roughly 2/3 of its planted area in FY22, the recent 

farmland portfolio appraisal translates into a 1x P/NAV multiple, implying that the stock 

price is not only ignoring the potential for further real estate value appreciation, but also 

that SLC can barely meet its cost of capital based on its regular farming business, 

which we think this is just too conservative and well underserved.  

PetroRio: Since our initiation in the beginning of this year, we’ve argued that PRIO’s 

deal-maker profile, backed by a smart M&A track-record, and its unique and time-tested 

strategy would drive more value ahead and allow the stock to trade at richer multiples. 
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And even after a very strong performance during the year, we believe there is room for 

more. With a healthy cash position after the recent capital raise via a follow-on, we 

believe the company is poised to grow even further. Albacora and Albacora Leste are 

the obvious targets and we believe the company is in a very good position to 

successfully acquire at least one of these assets. In case it does, production could 

more than double in the ST. Yes, we still lack granularity on the exact valuation of each 

asset, but based on our preliminary assumptions, the company’s revitalization capacity 

and rational capital allocation history, we believe there’s room for further stock 

appreciation. 

Porto Seguro: Porto is usually an outperformer in the auto segment, which  we  expect  

to  continue  as  its  cash  cow. Besides, the company has been finding new ways to 

unlock value, such as the recent deals with PetLove and ConectCar. On top of that,  

Porto  is  still  a  defensive  player  in  an  environment  of  higher  interest  rates  and 

macro/political volatility. We like the stock’s asymmetry at current prices and reinforce 

our positive view and Buy rating for now. 

Energisa: We continue to see Energisa as one of our top picks in the utilities space. 

The company has been continually delivering very strong operational results, with (i) 

strong volumes, (i) lower delinquency rates and (iii) due to the IPGM miss match, 

boosting Parcel B (i.e EBITDA). And we expect the trend to continue in Q3. Energisa 

is currently trading at an implied real IRR of 11.3%, one of the highest amongst our 

coverage. We believe the lack of visibility on potential short-term triggers (i.e. growth) 

has been weighing on the name. However, considering the company’s earnings 

momentum and good track-record on capital allocation we believe the current equity 

risk premium seems exaggerated. We see the name as a safe haven to navigate the 

unclear political and economic scenario ahead of us. 

Gerdau: Gerdau combines a series of qualities we value: strong top-line growth, low 

leverage, FCF generation and a thematic (real estate) play. As China becomes more 

serious about its decarbonization efforts, we believe global steel supply is at risk, and 

see a tighter S/D environment for the coming months (years?). In our view, international 

steel prices should remain supported in the short/medium-term, directly benefitting 

Gerdau. We see the stock pricing-in a reversal (hard-landing) of steel prices already in 

2022, which we see as highly unlikely. We also believe in the structural strength of real 

estate markets in Brazil, and expect long steel demand to become a multi-year growth 

story. There is also upside from expanding profitability in US operations, especially 

from the approval of an infrastructure package, and we see Gerdau as one of the few 

stocks benefitted in the Ibovespa. Even assuming a -30% y/y correction on EBITDA for 

2022 (conservative), Gerdau still trades at inexpensive multiples of 3x EV/EBITDA 22. 

Weg: Weg’s shares fell 25% since its peak in January, which seem exaggerated in our 

view and leave room for shares to resume more reasonable valuation levels. In the ST, 

the company continues to benefit from (i)  the  short  cycle equipment  rebound,  amid  

the  gradual  recovery  in  economic  activity,  and  (ii)  the resilience  of  long-cycle,  

favored  by  secular  energy  efficiency  trends.  Looking  longer  term,  Weg  is  

significantly exposed  to  auto  industry’s  electrification  trend,  with  several  

automakers  shifting investments  of  combustion  vehicles  to  electric  drivetrains.  

Other  secular  supportive trends  are  growing  manufacturing  digitalization  and  
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energy  consumption  efficiency worldwide. Moreover, we flag that the company has 

structural characteristics that enhances its defensiveness in a volatile environmental, 

which are its (i) exposure to USD and non-cyclical trends; (ii) high return levels, and 

(iii) leading market position in various segments it operates. Therefore, we see Weg as 

one of the best names to be exposed to amid the current market conditions. 

Itaú: The credit portfolio grew at  a  stronger-than-expected  pace  in  H1  and sentiment 

is still positive for the rest of the year and 2022. With that, combined with higher 

inflation/SELIC and revolving lines increasingly gaining more space on the credit mix, 

we expected NII growth to accelerate y/y on 2H21. We could see some pressure on 

fee income due to more competition, in lines such as current account services, cards 

and asset management, but NPLs and provisions are still very much under control. We 

thus see the stock trading at attractive levels. 

Table 6: Brazil 10SIM portfolio for November 2021 

Source: BTG Pactual 
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October 10SIMTM performance 

Monthly performance  

In October, our 10SIM™ portfolio was down 8.9%, underperforming the Ibovespa (-

6.7%) and the IBrX-50 (-6.3%), as shown in the chart below. 

Chart 21: October 2021 relative performance   

 
Source: BTG Pactual and Economatica 

 

Chart 22: October 2021 stock performance   

 
Source: BTG Pactual and Economatica 

 

Performance YTD 

Since 31 December 2020, our 10SIM portfolio is down 12.2%, versus -13.0% for the 

Ibovespa and -12.2% for the IBX-50. The CDI interbank lending rate is up +3.0% in the 

period. 
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Chart 23: Performance YTD 

Source: BTG Pactual and Economatica 

Historical performance 

Since October 2009, when Carlos E. Sequeira took over managing the 10SIM portfolio, 

the 10SIM is up 253.2%, versus 68.2% for the Ibovespa and 98.2% for the IBX-50. 

Chart 24: Performance since Oct/2009 

Source: BTG Pactual and Economatica 

Table 7: Historical monthly performance 

Source: BTG Pactual and Economatica 

The indicated performance returns are based on capital appreciation, including 

dividends and excluding transaction costs such as commissions, fees, margin interest 
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2009 0.2% 13.3% 4.8% 19.1% 11.5% 19.1% 11.5%

2010 -5.5% 0.3% 0.1% -1.1% -2.8% -2.4% 12.3% -1.4% 8.6% 4.8% -2.4% 2.3% 12.0% 1.0% 33.4% 12.7%

2011 -2.2% 2.7% 1.6% 0.6% -1.4% -2.2% -4.6% -1.0% -10.8% 9.5% 0.2% 2.1% -6.5% -18.1% 24.7% -7.7%

2012 3.2% 10.3% -0.2% -0.8% -8.7% -0.1% 2.3% 5.1% 6.9% 3.0% 2.1% 8.1% 34.4% 7.4% 67.6% -0.9%

2013 6.1% -1.9% 1.4% 1.9% -2.1% -6.1% -0.5% 5.1% 2.8% 5.3% -0.6% -3.5% 7.3% -15.5% 79.9% -16.3%

2014 -6.1% -0.7% 4.0% 1.5% 0.2% 5.6% 1.9% 6.4% -10.8% 6.8% 0.8% -8.6% -0.9% -2.9% 78.3% -18.7%

2015 -6.3% 6.2% 3.6% 3.5% -3.1% -0.1% -5.5% -6.8% 2.4% 1.5% 3.6% -0.4% -2.4% -13.3% 73.9% -29.5%

2016 -5.5% 3.2% 4.4% 7.2% -6.0% 6.8% 12.9% 0.9% -0.2% 10.9% -6.5% -2.5% 26.0% 38.9% 119.1% -2.1%

2017 11.2% 3.9% -5.6% 1.7% -4.2% -2.1% 5.7% 4.3% 2.9% -0.9% -4.6% 2.9% 14.7% 26.9% 151.4% 24.2%

2018 10.2% -0.4% 1.6% 1.5% -6.7% 0.1% 1.9% -2.7% 2.5% 5.0% -0.7% 0.2% 12.3% 15.0% 182.3% 42.9%

2019 8.3% 5.0% -2.1% 2.3% -1.6% 5.2% 4.8% -0.1% 4.3% 1.2% 0.8% 6.7% 39.9% 31.6% 295.0% 88.0%

2020 1.7% -9.2% -30.8% 8.0% 7.7% 8.3% 9.0% -3.6% -4.1% -1.1% 16.2% 9.2% 1.8% 2.9% 302.1% 93.5%

2021 -3.9% 2.2% -2.7% 5.6% 8.8% -1.1% -3.1% -0.9% -7.6% -8.9% -12.2% -13.0% 253.2% 68.2%
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and interest charges. Actual transactions adjusted for such transaction costs will result 

in reduced total returns. Prices of stocks in this performance reflect closing prices. Past 

performance is not an indication of future results. 

10SIMTM Objectives 

The objective of the 10SIM™ is to offer a monthly product aiming to capitalize on 

opportunities in the Brazilian equity markets. The portfolio contains 10 stocks that we 

believe should post a superior performance in the month. We do not take into 

consideration any indexes or stock liquidity in our stock-picking process. The selection 

of the 10SIM™ is made by the Brazil strategy team based on top-down views on the 

Brazilian market and in consultation with stock analysts 
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Required Disclosures 
 

This report has been prepared by Banco BTG Pactual S.A. 

The figures contained in performance charts refer to the past; past performance is not a reliable indicator of future results. 

 

BTG Pactual 
Rating 

Definition Coverage *1 IB Services *2 

Buy Expected total return 10% above the company’s sector 
average. 

68% 52% 

Neutral Expected total return between +10% and -10% the 
company’s sector average. 

31% 31% 

Sell Expected total return 10% below the company’s sector 
average. 

1% 25% 

 

1: Percentage of companies under coverage globally within the 12-month rating category. 

2: Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within the past 12 months. 

Absolute return requirements 

Besides the abovementioned relative return requirements, the listed absolute return requirements must be followed: 

a) a Buy rated stock must have an expected total return above 15% 

b) a Neutral rated stock can not have an expected total return below -5% 

c) a stock with expected total return above 50% must be rated Buy 

 

Analyst Certification 

 

Each research analyst primarily responsible for the content of this investment research report, in whole or in part, certifies that:  

(i) all of the views expressed accurately reflect his or her personal views about those securities or issuers, and such recommendations were elaborated independently, including in relation to Banco 
BTG Pactual S.A. and/or its affiliates, as the case may be; 

(ii) no part of his or her compensation was, is, or will be, directly or indirectly, related to any specific recommendations or views contained herein or linked to the price of any of the securities discussed 
herein. 

Research analysts contributing to this report who are employed by a non-US Broker dealer are not registered/qualified as research analysts with FINRA and therefore are not subject to the restrictions 
contained in the FINRA rules on communications with a subject company, public appearances, and trading securities held by a research analyst account. 

Part of the analyst compensation comes from the profits of Banco BTG Pactual S.A. as a whole and/or its affiliates and, consequently, revenues arisen from transactions held by Banco BTG Pactual 
S.A. and/or its affiliates. 

Where applicable, the analyst responsible for this report and certified pursuant to Brazilian regulations will be identified in bold on the first page of this report and will be the first name on the signature 
list. 

 

Statement of Risk 

 

WEG S.A. [BRWEGE] - Downside risks include (1) significant commodity price volatility, which could jeopardize margins until achieving full pass through; (2) technical and managerial personnel 
shortage delaying international expansion; and (3) a continuous deterioration of global industrial production output, leading to a stiffer competitive scenario. Upside risks include (1) a faster ramp up 
of investments in production facilities, driving higher margins; (2) significant market share gains, offsetting a pale global growth scenario; and (3) continuous international expansion, either via local 
agreements and selective M&A. 

Gerdau S.A. [BRGGBN] - Note that any investment in Latin American equities, such as steel shares, is subject to exchange rate risk, as well as to unexpected fluctuations of the local economy. 
Investment in steel stocks is also subject to price fluctuations of its main products. Given the cyclicality of commodities prices, investors should be aware that the steel and mining stocks are inherently 
highly volatile and extremely dependent both on global underlying demand and supplier behavior. A weakening in global production could place our pricing forecast, earnings and valuations under 
pressure. Investment in Gerdau is subject to risks related to its exposure in North America, where competition is fierce, and margins are much narrower. The financial conditions and results of 
operations in such industries are generally affected by economic conditions and other factors that are difficult to foresee. Consequently, the key risks are weak demand, as evidenced by general 
economic conditions, or increases in supply, in the form of capacity additions. 

Petro Rio S.A [BRPRIO] - PetroRio is exposed to a number of risks in its activities that include: (i) execution risk on new production assets; (ii) commodity price risks and FX volatility on its day to day 
marketing and trading businesses; and (iii) unpredictable risks such as natural disasters involving company's assets. The most relevant risks to our forecasts focus on PRIO's ability to keep delivering 
successful redevelopment campaigns across its mature oil and gas fields. 

SLC Agrícola S.A. [BRSLCE] - As a soft commodity producer, the company has very volatile results. Amongst SLC’s main risks, we would flag: (i) climate conditions; (ii) currency fluctuation, as most 
of its sales are dollar denominated, while only half of its costs are exposed to currency changes; (iii) exposure to very volatile soft commodity prices; (iv) the lack of visibility and limited liquidity on land 
monetization; (v) land price exposure and (vi) uncertainties over the current regulatory framework in the country. 

Raízen S.A. [BRRAIZ] - Raízen's businesses are subejected to several risks such as (i) weather risks that affect sugarcane productivity; (ii) sugar price and ethanol price volatility; (iii) regulatory risks 
related to its fuel distribution business; (iv) incresing penetration of electric vehicles (EV); (v) competition of informal players accross both its marketing and sugarcane businesses; (vi) macroeconomic 
risks in Brazil and Argentina; and (vii) risks to the success of increasing penetration of renewable fuels globally. 

Arezzo Industria e Comercio SA [BRARZZ] - Arezzo is subject to local macroeconomic conditions, mainly GDP and inflation. On top of that, increase in raw material prices and/or deterioration of local 
competition could have an adverse impact on the results. Company specific risks include the fashion risk and the excecution risk related to the stores opening plan. 

Iguatemi Empresa de Shopping Centers S.A. [BRIGTA] - Risks to the real estate sector in Brazil would be: (i) swings in economic activity which could impact occupancy; (ii) higher interest rates and 
lower capital availability; (iii) competition for assets in the primary and secondary market; (iv) execution risks in the leasing and development of new projects. Risks specific to Iguatemi's shares would 
be: (i) further delays in its development pipeline; (ii) overpaying in acquisitions. 

Energisa S.A. [BRENGI] - Given their regulated nature, the electricity sector is subject to political and/or legal interference. Therefore, the federal (or state) government(s) could implement changes 
and/or 

more severe rules/regulations that could hurt companies’ cash flows. In addition, an abrupt change in FX rates could negatively impact foreign investors, since companies' tariffs are adjusted by 

inflation annually. 

Banco Itau Unibanco S.A. [BRITA] - Latin American banks can be affected by changes in both global and local economic conditions and are also subject to political, interest rate, and foreign exchange 
risks. Our target prices are highly dependent on the level of country risk. 

Porto Seguro S.A. [BRPSSA] - Latin American financial companies can be affected by changes in global and local economic conditions, and they are also subject to political, interest rate, and foreign 
exchange risks. Porto Seguro operates in a highly competitive industry, where the leading retail banks have a significant presence. 
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Valuation Methodology 

 

WEG S.A. [BRWEGE] - Our 12-month forward target price is DCF-driven. 

Gerdau S.A. [BRGGBN] - We employ a mid-cycle discounted cash flow to firm valuation model (DCFF) based on nominal US$ cash flows. Our nominal (US$ based) weighted average cost of capital 
(WACC) assumption is based on: (1) cost of equity of 12.2%; (2) target capital structure (D/(D+E)) of 20%; (3) effective tax rate of 25%; and (4) cost of debt of 8%. 

Petro Rio S.A [BRPRIO] - We value PRIO3 shares based on a blended valuation, which combines a DCF analysis, EV-to-reserves and the abovementioned potential value creation from future M&A’s. 
We use a BRL-denominated WACC of 9% and a depletion rate averaging 9% after peak. We also assume it will be granted the extension period by ANP on the commitment to keep redeveloping its 
assets. 

SLC Agrícola S.A. [BRSLCE] - Our target price is DCF-based and discounted at a USD-nominal WACC of 8.4% 

Raízen S.A. [BRRAIZ] - We value Raízen based on DCF for each business unit separately, and use target multiples as a sanity check. We use an average nominal USD WACC of 8% and g of 4%. 

Arezzo Industria e Comercio SA [BRARZZ] - Our 12-month forward target price is DCF based (cost of equity of 8.2% and g of 3.5%, in nominal USD). 

Iguatemi Empresa de Shopping Centers S.A. [BRIGTA] - Our 12-month forward price target is based on a discounted FCFE model, which assumes a nominal cost of equity of 11.6% and perpetuity 
growth of 5.0%. 

Energisa S.A. [BRENGI] - Our TP is DCF-derived, discounted at a real 5.8% WACC rate for the concessions without tax benefits and 6.4% for those enjoying tax benefits. 

Banco Itau Unibanco S.A. [BRITA] - Our primary valuation tool for LatAm banks is the Gordon growth model, which works with profitability levels, cost of equity, and expected growth rates. Our 12-
month TP of R$31 is based on a 19.5% sustainable ROE, 13.75% cost of equity, and 8% growth, producing a target P/BV of 2x, which we apply to our 2022YE BVPS estimate. 

Porto Seguro S.A. [BRPSSA] - Our primary valuation tool for banks and insurance companies is the Gordon growth model, which considers profitability, cost of equity, and expected growth rates. 
Though it is typically most useful when valuing homogeneous companies with stable growth rates, we also find it helpful in valuing Brazilian insurance names. Our 2022YE TP of R$32 is based on a 
18.0% sustainable ROE, 13.0% cost of equity, and 8% growth, producing a target P/BV of 2.0x, which we apply to our 2022YE  BVPS estimate. 

 

 

Company Disclosures 

 

Company Name Reuters 12-mo rating Price Price date 
Arezzo 1, 2, 4, 6, 10, 18, 19 ARZZ3.SA Buy R$73.90 29-10-2021 
Energisa 1, 2, 4, 6, 18, 19, 20 ENGI11.SA Buy R$39.62 29-10-2021 
Gerdau 1, 2, 4, 6, 18, 19, 20 GGBR4.SA Buy R$26.90 29-10-2021 
Iguatemi 1, 2, 4, 6, 9, 18, 20 IGTA3 SA Buy R$29.94 29-10-2021 
Itau Unibanco 1, 2, 4, 6, 9, 18, 20, 22 ITUB4.SA Buy R$23.31 29-10-2021 
PetroRio 1, 2, 4, 6, 9, 18, 20, 22 PRIO3.SA Buy R$23.47 29-10-2021 
Porto Seguro 1, 2, 4, 6, 18, 19, 20 N.A. Buy R$23.34 29-10-2021 
Raízen 1, 2, 4, 6, 18, 19, 20 RAIZ4.SA Buy R$6.78 29-10-2021 
SLC Agrícola 1, 2, 4, 6, 9, 18, 20 SLCE3.SA Buy R$43.58 29-10-2021 
WEG 18, 19, 20, 21, 22 WEGE3.SA Neutral R$37.00 29-10-2021 

 

1. Within the past 12 months, Banco BTG Pactual S.A., its affiliates or subsidiaries has received compensation for investment banking services from this company/entity. 

2. Banco BTG Pactual S.A, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services and/or products and services other than investment services 
from this company/entity within the next three months. 

4. This company/entity is, or within the past 12 months has been, a client of Banco BTG Pactual S.A., and investment banking services are being, or have been, provided. 

6. Banco BTG Pactual S.A. and/or its affiliates receive compensation for any services rendered or presents any commercial relationships with this company, entity or person, entities or funds which 
represents the same interest of this company/entity. 

9. Banco BTG Pactual S.A. has acted as manager/co-manager in the underwriting or placement of securities of this company/entity or one of its affiliates or subsidiaries within the past 12 months. 

10. Banco BTG Pactual S.A., its affiliates or subsidiaries makes a market in the securities of this company. 

18. As of the end of the month immediately preceding the date of publication of this report, neither Banco BTG Pactual S.A. nor its affiliates or subsidiaries beneficially own 1% or more of any class of 
common equity securities 

19. Neither Banco BTG Pactual S.A. nor its affiliates or subsidiaries have managed or co-managed a public offering of securities for the company within the past 12 months. 

20. Neither Banco BTG Pactual S.A. nor its affiliates or subsidiaries engaged in market making activities in the subject company's securities at the time this research report was published. 

21. Banco BTG Pactual S.A. or its affiliates or subsidiaries have not received compensation for investment banking services from the companies in the past 12 months 

22. Banco BTG Pactual S.A. or its affiliates or subsidiaries do not expect to receive or intends to seek compensation for investment banking services from the companies within the next 3 months.   

 
For a complete set of disclosure statements associated with the companies discussed in this report, including information on valuation and risk, please access the BTG 
Pactual research website at www.btgpactual.com/research/Disclaimers/Overview.aspx  
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Global Disclaimer 

 

This report has been prepared by Banco BTG Pactual S.A. (“BTG Pactual S.A.”), a Brazilian regulated bank. BTG Pactual S.A. is the responsible for the distribution of this report in Brazil. BTG Pactual 
US Capital LLC (“BTG Pactual US”), a broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the Financial Industry Regulatory Authority and the Securities 
Investor Protection Corporation is distributing this report in the United States. BTG Pactual US is an affiliate of BTG Pactual S.A. BTG Pactual US assumes responsibility for this research for purposes 
of U.S. law. Any U.S. person receiving this report and wishing to effect any transaction in a security discussed in this report should do so with BTG Pactual US at 212-293-4600, 601 Lexington Ave. 
57th Floor, New York, NY 10022. 

This report is being distributed in the United Kingdom and elsewhere in the European Economic Area (“EEA”) by BTG Pactual (UK) Limited (“BTG Pactual UK”), which is authorized and regulated by 
the Financial Conduct Authority of the United Kingdom. BTG Pactual UK has not: (i) produced this report, (ii) substantially altered its contents, (iii) changed the direction of the recommendation, or (iv) 
disseminated this report prior to its issue by BTG Pactual US. BTG Pactual UK does not distribute summaries of research produced by BTG Pactual US.  

BTG Pactual Chile S.A. Corredores de Bolsa (“BTG Pactual Chile”), formerly known as Celfin Capital S.A. Corredores de Bolsa, is a Chilean broker dealer registered with Comisión para el Mercado 
Financiero (CMF) in Chile and responsible for the distribution of this report in Chile and BTG Pactual Perú S.A. Sociedad Agente de Bolsa (“BTG Pactual Peru”), formerly known as Celfin Capital S.A. 
Sociedad Agente e Bolsa, registered with Superintendencia de Mercado de Valores (SMV) de Peru is responsible for the distribution of this report in Peru. BTG Pactual Chile and BTG Pactual Peru 
acquisition by BTG Pactual S.A. was approved by the Brazilian Central Bank on November 14th, 2012.  

BTG Pactual S.A. Comisionista de Bolsa (“BTG Pactual Colombia”) formerly known as Bolsa y Renta S.A. Comisionista de Bolsa, is a Colombian broker dealer register with the Superintendencia 
Financeira de Colombia and is responsible for the distribution of this report in Colombia. BTG Pactual Colombia acquisition by BTG Pactual S.A. was approved by Brazilian Central Bank on December 
21st, 2012. 

BTG Pactual Argentina is a broker dealer (Agente de Liquidación y Compensación y Agente de Negociación Integral ) organized and regulated by Argentinean law, registered with the Exchange 
Commission of Argentina (Comisión Nacional de Valores) under license Nro. 720 and responsible for the distribution of this report in Argentina. Additionally, the Brazilian Central Bank approved the 
indirect controlling participation of Banco BTG Pactual S.A. in BTG Pactual Argentina on September 1st, 2017.   

References herein to BTG Pactual include BTG Pactual S.A., BTG Pactual US Capital LLC, BTG Pactual UK, BTG Pactual Chile and BTG Pactual Peru and BTG Pactual Colombia and BTG Pactual 
Argentina as applicable. This report is for distribution only under such circumstances as may be permitted by applicable law. This report is not directed at you if BTG Pactual is prohibited or restricted 
by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that BTG Pactual is permitted to provide research material concerning 
investments to you under relevant legislation and regulations. Nothing in this report constitutes a representation that any investment strategy or recommendation contained herein is suitable or 
appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation. It is published solely for information purposes, it does not constitute an advertisement and is 
not to be construed as a solicitation, offer, invitation or inducement to buy or sell any securities or related financial instruments in any jurisdiction. 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) BTG Pactual's proprietary data or data available to BTG Pactual. All other information herein is believed to 
be reliable as of the date on which this report was issued and has been obtained from public sources believed to be reliable. No representation or warranty, either express or implied, is provided in 
relation to the accuracy, completeness or reliability of the information contained herein, except with respect to information concerning Banco BTG Pactual S.A., its subsidiaries and affiliates, nor is it 
intended to be a complete statement or summary of the securities, markets or developments referred to in the report. 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. BTG Pactual does not undertake that investors will obtain profits, nor will it 
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. 
BTG Pactual accepts no fiduciary duties to recipients of this report and in communicating this report is not acting in a fiduciary capacity. The report should not be regarded by recipients as a substitute 
for the exercise of their own 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 BTG Pactual as a result 
of using different assumptions and criteria. Because the personal views of analysts may differ from one another, Banco BTG Pactual S.A., 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 matters referred to therein will occur. Prices and availability of financial instruments are indicative only and subject to change without notice. Research will initiate, update and cease coverage 
solely at the discretion of BTG Pactual Investment Bank Research Management. The analysis contained herein is based on numerous assumptions. Different assumptions could result in materially 
different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies for the purpose of gathering, synthesizing 
and interpreting market information. BTG Pactual is under no obligation to update or keep current the information contained herein, except when terminating coverage of the companies discussed in 
the report. BTG Pactual relies on information barriers to control the flow of information contained in one or more areas within BTG Pactual, into other areas, units, groups or affiliates of BTG Pactual. 
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 BTG Pactual Investment Bank as a whole, of which investment banking, sales and trading are a part. The securities 
described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and trading in these 
instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates and other market 
conditions. Past performance is not necessarily indicative of future results. If a financial instrument is denominated in a currency other than an investor’s currency, a change in rates of exchange may 
adversely affect the value or price of or the income derived from any security or related instrument mentioned in this report, and the reader of this report assumes any currency risk. This report does 
not take into account the investment objectives, financial situation or particular needs of any particular investor. Investors should obtain independent financial advice based on their own particular 
circumstances before making an investment decision on the basis of the information contained herein. For investment advice, trade execution or other enquiries, clients should contact their local sales 
representative. Neither BTG Pactual 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. Notwithstanding any other statement in this report, BTG Pactual UK does not seek to exclude or restrict any duty or liability that it may have to a client under the “regulatory system” 
in the UK (as such term is defined in the rules of the Financial Conduct Authority). Any prices stated in this report are for information purposes only and do not represent valuations for individual 
securities or other instruments. There is no representation that any transaction can or could have been effected at those prices and any prices do not necessarily reflect BTG Pactual internal books 
and records or theoretical model-based valuations and may be based on certain assumptions. Different assumptions, by BTG Pactual S.A., BTG Pactual US, BTG Pactual UK, BTG Pactual Chile and 
BTG Pactual Peru and BTG Pactual Colombia and BTG Pactual Argentina or any other source, may yield substantially different results. 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 BTG Pactual and BTG Pactual accepts no liability whatsoever for the actions of third parties in this respect. Additional 
information relating to the financial instruments discussed in this report is available upon request. BTG Pactual and its affiliates have in place arrangements to manage conflicts of interest that may 
arise between them and their respective clients and among their different clients. BTG Pactual and its affiliates are involved in a full range of financial and related services including banking, investment 
banking and the provision of investment services. As such, any of BTG Pactual or its affiliates may have a material interest or a conflict of interest in any services provided to clients by BTG Pactual 
or such affiliate. Business areas within BTG Pactual and among its affiliates operate independently of each other and restrict access by the particular individual(s) responsible for handling client affairs 
to certain areas of information where this is necessary in order to manage conflicts of interest or material interests. Any of BTG Pactual and its affiliates may: (a) have disclosed this report to companies 
that are analyzed herein and subsequently amended this report prior to publication; (b) give investment advice or provide other services to another person about or concerning any securities that are 
discussed in this report, which advice may not necessarily be consistent with or similar to the information in this report; (c) trade (or have traded) for its own account (or for or on behalf of clients), have 
either a long or short position in the securities that are discussed in this report (and may buy or sell such securities), with the securities that are discussed in this report; and/or (d) buy and sell units in 
a collective investment scheme where it is the trustee or operator (or an adviser) to the scheme, which units may reference securities that are discussed in this report.  

United Kingdom and EEA: Where this report is disseminated in the United Kingdom or elsewhere in the EEA by BTG Pactual UK, this report is issued by BTG Pactual UK only to, and is directed by 
BTG Pactual UK at, those who are the intended recipients of this report. This report has been classified as investment research and should not be considered a form of advertisement or financial 
promotion under the provisions of FSMA 2000 (Sect. 21(8)).This communication may constitute an investment recommendation under the Market Abuse Regulation 2016 (“MAR”) and, as required by 
MAR, the investment recommendations of BTG Pactual personnel over the past 12 months can be found by clicking on https://www.btgpactual.com/research/. Please also consult our website for all 
relevant disclosures of conflicts of interests relating to instruments covered by this report. While all reasonable effort has been made to ensure that the information contained is not untrue or misleading 
at the time of publication, no representation is made as to its accuracy or completeness and it should not be relied upon as such. Past performances offer no guarantee as to future performances. All 
opinions expressed in the present document reflect the current context and which is subject to change without notice. 

Dubai: This research report does not constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe for or purchase, any securities or investment products in the UAE 
(including the Dubai International Financial Centre) and accordingly should not be construed as such. Furthermore, this information is being made available on the basis that the recipient acknowledges 
and understands that the entities and securities to which it may relate have not been approved, licensed by or registered with the UAE Central Bank, Emirates Securities and Commodities Authority 
or the Dubai Financial Services Authority or any other relevant licensing authority or governmental agency in the UAE. The content of this report has not been approved by or filed with the UAE Central 
Bank or Dubai Financial Services Authority.  

 United Arab Emirates Residents: This research report, and the information contained herein, does not constitute, and is not intended to constitute, a public offer of securities in the United Arab 
Emirates and accordingly should not be construed as such. The securities are only being offered to a limited number of sophisticated investors in the UAE who (a) are willing and able to conduct an 
independent investigation of the risks involved in an investment in such securities, and (b) upon their specific request. The securities have not been approved by or licensed or registered with the UAE 
Central Bank or any other relevant licensing authorities or governmental agencies in the UAE. This research report is for the use of the named addressee only and should not be given or shown to 
any other person (other than employees, agents or consultants in connection with the addressee's consideration thereof). No transaction will be concluded in the UAE and any enquiries regarding the 
securities should be made with BTG Pactual CTVM S.A. at +55 11 3383-2638, Avenida Brigadeiro Faria Lima, 3477, 14th floor, São Paulo, SP, Brazil, 04538-133. 

 


