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April 10SIM (10 Stock Ideas for the Month) 
 

Brazil is well positioned to benefit from geopolitical scenario 

The Ibovespa continued its winning streak by gaining another 6.1% in BRL in March 

(16% in USD), cementing its status as one of the best performing equity markets in 

2022. In the current challenging geopolitical backdrop, Latin America in general, and 

Brazil in particular, are well positioned. 

Upping exposure to big banks; Cielo joins the fold 

With inflation showing signs of resilience, interest rates may take longer to start coming 

down. With that in mind, we keep our exposure to Brazil’s big banks (Itau & BB). In fact, 

we are actually upping our exposure to banks by increasing Itau's weight from 10% to 

15%. We are also raising our exposure to financial services by adding payment provider 

Cielo, replacing Sulamerica. Cielo has successfully raised its prepayment rates, 

evidencing the payments market's improved competitive dynamics, which could be a 

potent trigger for a stock trading at an attractive valuation (8.4x 2022E P/E). 

Less exposure to oil; SLC is the newcomer 

We are trimming our exposure to higher oil prices by removing Petrobras and replacing 

it with SLC, a well-run, low-cost producer of cotton, soybean and corn that should 

continue benefiting from soft commodities well-supported global prices. Since cotton 

competes directly with synthetic fiber (derived from oil), SLC still offers us some 

exposure to higher oil prices. Raizen, a fuel distributor and world class ethanol 

producer, also offers some indirect exposure to higher oil prices. 

High-end consumption, lower LT rates and iron ore 

We keep exposure to consumption by high-income groups via Arezzo and Multiplan. 

We also selected a few stocks that should disproportionally benefit from falling LT 

interest rates (Localiza and Energisa). Vale rounds out the 10SIM, as we believe iron 

ore prices remain well-supported. 

 

Table 2: Brazil 10SIMTM Portfolio for April 2022 

 
Source: BTG Pactual 

Company Ticker Weight (%) ADTV (R$m) Mkt Cap (R$m) Upside (%) PE 2022E

Itau Unibanco ITUB4 15% 954.5 249,513           20% 8.8x

Vale VALE3 10% 3,075.7 462,667           10% 7.2x

Banco do Brasil BBAS3 10% 477.6 99,014             30% 4.1x

Raízen RAIZ4 10% 74.8 72,778             56% 20.1x

Localiza RENT3 10% 383.1 45,959             23% 27.4x

Energisa ENGI11 10% 93.5 20,890             35% 9.8x

SLC Agrícola SLCE3 10% 116.1 10,348             37% 8.3x

Arezzo ARZZ3 10% 86.7 9,898              14% 25.0x

Cielo CIEL3 10% 110.5 8,403              6% 8.4x

Multiplan MULT3 5% 130.2 14,475             23% 26.5x
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Brazilian equities are relatively well positioned 

The Ibovespa continued its winning streak and went up another 6.1% in BRL in March 

(16% in USD), consolidating it as one of the best performing equity markets globally in 

2022 – the index is up 14.5% in BRL and 34.5% in USD YTD, easily outperforming its 

regional peers and the S&P500 (chart 1). 

In the current challenging geopolitical background, we believe Latin America in general, 

and Brazil in particular, are relatively well positioned. There are many reasons for this: 

i) geographic and economic insulation from the Russia-Ukraine conflict; ii) large 

commodities exposure; iii) cheap currencies; iv) attractive valuation entry points; and 

v) proactive monetary policy stances. 

Chart 1: LatAm equity performances YTD 

 
Source: Bloomberg, BTG Pactual 

Even though the Ibovespa has performed strongly YTD, it is still trading at compelling 

valuations. Brazilian equities (ex-Petrobras and Vale) are trading at 10.5x 12-month 

forward P/E, 1 standard deviation below average (chart 2). 

Chart 2: Ibovespa P/E 12mf (ex-Petro & Vale) 

 
Source: BTG Pactual estimates 
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Valuations are attractive despite very high LT real interest rates. The premium to hold 

equities, measured as the inverse of the P/E minus 10-year real interest rates, is 4.0%, 

slightly higher than one standard deviation above its historical level (chart 3). 

The premium is high even under a scenario of very high long-term real interest rates. 

Long-term rates fell in March to 5.5% (after going up for two straight months), but they 

still imply significant political and fiscal risks, we believe. We see room for LT real rates 

to fall in 2022, mainly if Brazil’s leading presidential candidates commit to fiscal 

discipline during the campaign.  

Chart 3: Earnings yield (E/P minus 10-year interest rates) 

 

Chart 4: Long-term government bonds (NTN-B 2035) 

 

 

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

Ibovespa’s strong performance is concentrated in a few names/sectors 

The Ibovespa is up 15k points YTD. Most of the strong performance can be ascribed 

to a few sectors. Metals and Mining (mainly Vale) is the largest point gainer, followed 

by Financials (banks and B3). Combined, M&M and financials accounted for 65% of all 

the points gained so far in the year, on the back of higher commodity prices and local 

interest rates.  

If we include Oil&Gas, these sectors combined were responsible for 80% of the points 

gained by the Ibovespa YTD, even though these sectors represent 59% of the index. 

The fact that most of the flows into Brazilian equities this year are coming from 

foreigners is also driving increased demand for bigger cap, more liquid stocks. Banks, 

Petrobras and Vale are among the most liquid stocks in the index. 

The other way to look at this info is that several sectors and stocks are lagging the 

index and could catch up as fiscal/political risk subside and long-term rates fall. 
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Chart 5: Ibovespa top movers -YTD (points contribution) 

 

Chart 6: Ibovespa top movers by sector – YTD (points contribution) 
 

Source: BTG Pactual and Bloomberg  Source: BTG Pactual and Bloomberg 

Foreign investors keep buying aggressively 

Foreign investors have been net buyers of Brazilian equities since October. Incoming 

flows were strong again in March (R$27bn MTD), increasing the total amount that 

poured into Brazilian equities this year to R$89bn. In the past six months, foreign 

investors poured R$118bn into Brazilian equities. 

Chart 7: Foreign investor inflows 

 
Source: B3, BTG Pactual 

…but redemptions continue in local equity funds 

As the SELIC rate continues to move up, local equity funds are still facing major 

redemptions and money has been flowing out of local equity funds for 7 straight months 

now. In March, another R$10.7bn left equity funds, increasing YTD outflows to 

R$29.7bn, and R$35bn in the past 6 months 
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The amount of money invested in equities by local mutual funds is also in decline. At 

the end of February, 12.5% of all the money invested in mutual funds in Brazil was 

parked in equities, down from 15.7% in May 2021. 

Chart 8: Equity funds’ monthly net inflow 

 

Chart 9: Local funds’ allocation 

 

 

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

 

April 10SIM: Minor changes again 

We are again making minor tweaks to our portfolio. With inflation showing signs of 

resilience (the market raised its 2022 IPCA inflation forecast to 6.9% vs. 5.6% a month 

ago), interest rates, which may end their hiking cycle at 12.75% in May, could take 

longer to start coming down. 

With that in mind, we decided to stick with our exposure to Brazil’s big banks (we have 

Itau and Banco do Brasil in the portfolio) that tend to perform well in an environment of 

high interest rates. In fact, we are increasing a little bit our exposure to banks by upping 

the weight of Itau in the portfolio to 15%, from 10% last month. 

Following the same rationale, we are keeping exposure to consumption by high-income 

groups (less sensitive to higher inflation and interest rates) via apparel retailer Arezzo 

and mall operator Multiplan. We decided it would probably be too soon to move to 

consumption stocks more exposed to lower-end consumers, which tend to gain in an 

environment of falling SELIC rates. 

We are trimming our exposure to a call we have been invested in since the end of last 

year (higher oil prices), and are thus removing Petrobras from the 10SIM this month 

and replacing it with SLC Agricola. SLC is a call on soft commodities (cotton, soybean 

and corn), and cotton competes directly with synthetic fiber (derived from oil). So, 

higher oil prices should drive up cotton prices (~50% of SLC’s EBITDA comes from 

cotton). Raizen, a fuel distributor and world-class ethanol producer, remains in the 

10SIM since ethanol prices rise in tandem with gasoline prices.  

SLC is a well-run, low-cost producer of cotton, soybean and corn that should continue 

to benefit from soft commodities well-supported global prices. Despite a strong stock 
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performance this year, valuation remains cheap, with the stock trading 22% below its 

historical average. 

We also decided to increase exposure to financial services by adding payment provider 

Cielo to the portfolio this month, replacing Sulamerica. Cielo, together with other 

providers of payment services, has been successfully raising prepayment rates, 

showing some improvement in the overall competitive dynamics of the payments 

market. Better prices should lead to improved profitability, which could work as a 

powerful trigger for a stock trading at an attractive valuation (8.4x 2022E P/E). 

We remain adamant that Brazil’s long-term real interest rates are extremely high (at 

5.5%), pricing-in substantial political and fiscal risk. As the presidential race becomes 

clearer and political risks subside, we expect LT rates to decline, with positive impacts 

on Brazilian equities as a whole and some specific businesses and companies in 

particular.  

We selected a few stocks, which have been in the 10SIM for some time now, that 

should disproportionally benefit from falling LT rates. These include car rental company 

Localiza and power utility Energisa. 

We decided to keep iron exporter Vale in our portfolio. Iron ore prices remain well-

supported, as Chinese steel production recovers from lows, due to additional stimulus, 

and with tight seaborne supply. Vale should also continue to be seen as a strong 

dividend payer (dividend yield of 11% in 2022), trading at an attractive valuation (3.5x 

2022E EV/EBITDA) and giving us some USD exposure. 

Table 2: 10SIM™ changes (March vs. April) 

 
Source: BTG Pactual 

 

A summary of our April picks 

Cielo: During our CEO Conference held in February, Cielo reinforced the successful 

repricing dynamics in the acquiring market and the feedback we got recently is that the 

trend continues. Rising prepayment rates are definitely good news for Cielo’s margin 

recovery, and we reinforce that positive news on profitability has been pretty scarce for 

the company in recent years (ROE at only 6% in 2021). So we believe that the repricing 

in the core acquiring business could trigger a better “momentum” for incumbent names 

Sector Company Ticker Weight Sector Company Ticker Weight

Banks Itau ITUB4 10% Banks Itau ITUB4 15%

Retail Arezzo ARZZ3 10% Retail Arezzo ARZZ3 10%

Oil & Gas Raízen RAIZ4 10% Oil & Gas Raízen RAIZ4 10%

Metals & Mining Vale VALE3 10% Metals & Mining Vale VALE3 10%

Oil & Gas Petrobras PETR4 15% Financials - Non-banks Cielo CIEL3 10%

Utilities Energisa ENGI11 10% Utilities Energisa ENGI11 10%

Banks Banco do Brasil BBAS3 10% Banks Banco do Brasil BBAS3 10%

Healthcare Sulamerica SULA11 10% Agribusiness SLC Agrícola SLCE3 10%

Car Rental Localiza RENT3 10% Car Rental Localiza RENT3 10%

Commercial Prop. Multiplan MULT3 5% Commercial Prop. Multiplan MULT3 5%

March 10SIM April 10SIM
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like Cielo, whose valuations seem undemanding. We also believe that retail volumes 

are doing a tad better than initially expected, with positive surprises coming from large 

accounts (companies coming back to Cielo after leaving for other acquirers, proving 

more rational pricing dynamics in all segments). And lastly, we expect the sale of MeS 

to be approved by regulators soon, which would simplify management’s day-to-day 

activities, improve earnings and boost liquidity at a better-than-expected valuation.   

Itaú: As we’ve been flagging for several months now, incumbent bank stocks should 

prove defensive in the current environment with hiking interest rates. We expect Itaú to 

show the best Q1 dynamics among incumbents, with NII growing +15% y/y and NPLs 

still below pre-pandemic levels. Yes, the stock is up almost 30% YTD, but we continue 

to see Itau outperforming peers in the following Qs, reinforcing our view that it is Brazil’s 

premium bank and helping the stock momentum. We like the name trading at 1.9x 

latest BV.   

Banco do Brasil: We’ve long advocated that BBAS looked like a value trap. But the 

combination of improved earnings momentum + its very cheap valuation have led a re-

rating on the name. BB grew less than the system over the last few years (it also has 

a more defensive loan portfolio, with less exposure to unsecured credit to individuals), 

allowing core capital ratios more in-line with its peers. Assuming Banco do Brasil deliver 

its R$24.5bn net profit guidance, the stock would be trading at a very low 4.1x P/E 22 

(and a ~10% dividend yield assuming a 40% payout). Despite the inherent election risk 

given its state-owned nature, we believe the stock is now too cheap to ignore. 

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 faster rebound in consumption 

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

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

commerce channels. Arezzo trades at 25x PE 2022E, offering upside, justified by its 

strong growth prospects (EPS CAGR of 18% until 2025). 

Raizen: We’re maintaining RAIZ4 in our 10SIM portfolio. The company decided to 

update its FY2021/22 guidance after the last revision generated significant controversy. 

Overall, the new estimates improved and reinforced our view that the company was 

being just too conservative. We are keeping our initial perception that there are reasons 

for positive surprises and we remain at the high-end of the consolidated guidance range 

of R$10.4-11.2bn. Also, we note that lower productivity expectations for this harvest 

should do very little to change the outlook from 2022/23 onwards. Under continuous 

upward pressure of oil prices, a stronger outlook for CBio prices under CNPE’s recently 

unveiled 2022 target, and expectations of a partial recovery to sugarcane yields 

(reducing unitary costs pressures), we’d expect EBITDA generation to improve 

significantly next crop. In the ST, we also think both Renewables & Sugar and 

Marketing & Services estimates offer a nice momentum for FY4Q22 results. Since our 

initiation in September, we’ve argued that RAIZ stock price seems to ignore the value 

from the company’s new renewables projects, mostly E2G and biogas. Today, we 

believe this remains valid. 
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Energisa: Last month, Energisa did pretty well, with shares rising almost 11%. Despite 

the strong performance, which we believe was mostly macro driven, we still the name 

trading at a very attractive valuation. Despite being one of the most premium operators 

in the sector, Energisa still trades at an implied real IRR of 10.9%. The company’s 

concessions have shown a lot of resilience during this period of weaker economic 

activity, with strong volume recovery and good cost control. With such a good 

performance, leverage has fallen significantly to 2.3x net debt/EBITDA in 4Q21 (vs. 

3.1x in 4Q20), which could eventually pave way for higher dividends. While some 

investors might be penalizing the company for the lack of visibility on growth, we believe 

the massive opportunities that once existed in the sector have become scarcer and 

more competitive. At the same time, the company has shown very good capital 

discipline (i.e Gemini acquisition) and has other opportunities on the distributed 

generation segment, which we don’t yet incorporate into our numbers.  

SLC Agrícola: SLC offers exposure to one of Brazil’s most resilient and competitive 

sectors in the form of a large, well-run company, boasting a proven business model 

that seeks to be a low-cost producer of soybean, cotton and corn by large-scale 

adoption of technology in the most traditional areas for farming. The company’s asset-

light 46% planted area growth in 2022 should allow it to benefit from high operational 

leverage, and consolidate itself as one of the best ways to play the soft commodity 

price boom, whose fundamentals remain quite supportive. While the risks associated 

with input supplies remain a point to watch, we think margins more than accommodate 

that with rising yields and prices, aside from 83% of K and 49% of P being already 

secured. Despite the YTD share price rally valuations continue to look undemanding, 

trading 22% below historical based on EV/EBITDA 22 and 18% below it in 2024 under 

more normalized long-term commodity price assumptions. With a ROIC that is at least 

4x higher than historical, we’re BUYers. 

Vale: We believe the bottom-up story for Vale could evolve nicely into 2022. 

Management continues highly disciplined on capital allocation (“asset light” business 

model), which still implies most of the agenda should surround shareholder cash 

returns – we forecast a 11-12% yield for 2022. We also expect production issues of 

iron ore at Carajas to dissipate (helping output and fixed cost dilution) and improving 

results from its underappreciated base metals unit in 2022 (EBITDA > US$5bn 

possible) – nickel performing extremely well on Russia disruptions. Iron ore prices 

should remain supported in the near-term as Chinese steel production recovers from 

lows (on stimulus and relaxation of pollution curbs) as well as tight seaborne supply 

(Majors struggling to stabilize production). We also believe the company will continue 

delivering tangible progress on the ESG front, removing the excessive discount 

currently ascribed to its share price. We reiterate our Buy on Vale, with the stock trading 

at ~3.5x EV/EBTIDA 22. 

Localiza: Our positive stance on the name is based on: (i) a potential ease of the 

conflict between Russia and Ukraine – it softens raw material costs pressure in the 

automotive industry; (ii) the accommodation of the cost of capital – which has hiked 

recently and (iii) positive ST momentum, with the company expected to post solid Q1 

figures. Moreover, we see relevant synergies form the merger with LCAM which we 

believe is still not fully priced in. Lastly, we praise the company’s focus on the 
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development of new products (e.g. car subscription service and app for drivers such 

as ZARP) which we believe should help to bring growth looking forward. Adjusting our 

current forecasts for recent sector trends and including the deal, we calculate Localiza 

trades at an attractive PE22 of 19.8x (vs. 27.4x standalone and 5-year average of 

31.7x). 

Multiplan: With 100% of malls in Brazil open (with high operating capacity), malls sales 

accelerated. Despite the macro backdrop is tougher now (e.g. lower GDP growth, high 

inflation, higher interest rates, etc.), we expect mall sales to keep recovering as the 

vaccination campaign keeps improving (80% of adults received 2nd dose in Brazil so 

far). Multiplan reported strong operating figures in 4Q21: (i) SSS was up 10.3% vs. 

4Q19; (ii) SSR grew a sturdy +41.4% vs. 4Q19; and (iii) vacancy rate was down 10bps 

q/q to 4.7%. Moreover, Multiplan boasts a premium portfolio of shopping malls, mostly 

targeting high-income consumers (more resilient amid a tougher economic scenario), 

while its valuation is attractive (real-IRR-to-Equity of 8.8%). 

Table 3: Brazil 10SIM portfolio for April 2022 

Source: BTG Pactual 

 

March 10SIMTM performance 

Monthly performance  

In March, our 10SIM™ portfolio was up 6.1%, outperforming the Ibovespa (4.2%) and 

the IBrX-50 (2.9%), as shown in the chart below. 
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Chart 16: March 2022 relative performance   

Source: BTG Pactual, Economatica 

 

Chart 17: March 2022 stock performance   

 
Source: BTG Pactual, Economatica 

Performance YTD 

Since 31 December 2021, our 10SIM portfolio is up 21.7%, versus 14.5% for the 

Ibovespa and 15.5% for the IBX-50. The CDI interbank lending rate is up +2.4% 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 324.1%, versus 95.1% for the Ibovespa and 133.2% for the IBX-50. 

Chart 18: Performance since Oct/2009 

Source: BTG Pactual and Economatica 

 

90

95

100

105

110

115

120

125

30-Dec 13-Jan 27-Jan 10-Feb 24-Feb 10-Mar 24-Mar

Portfolio Ibov IBX-50

121.7

115.5
114.5

424.1

195.1

233.2

50

100

150

200

250

300

350

400

450

Oct-09 Oct-10 Oct-11 Oct-12 Oct-13 Oct-14 Oct-15 Oct-16 Oct-17 Oct-18 Oct-19 Oct-20 Oct-21

10SIM portfolio

Ibovespa

IBX-50



 

 
Brazil 10SIMTM 
01 April 2022 page 12 

 

 

Table 4: 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 

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 

 

 

 

 

 

 

  

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% -5.6% 4.6% -13.3% -11.9% 248.5% 70.4%

2022 10.5% 3.8% 6.1% 21.7% 14.5% 324.1% 95.1%

Jun Jul AugJan Feb Mar Apr May Accum.
Ibov 

Accum.
Sep Oct Nov Dec Year Ibov.
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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% 54% 

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

30% 32% 

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

2% 17% 

 

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 

 

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. 

Cielo [BRVNET] - The merchant acquiring business is under debate on the Brazilian Senate and new regulations related to sharing of POS and/or changes on the interchange rates and on merchant 
discount rates could negatively affect the company. In addition, new entrants on the industry could also impact Cielo’s competitive psitioning and affect the company’s margins. 

Localiza Rent a Car S.A. [BRRENT] - Localiza is subject to local macroeconomic conditions. Negative economic dynamics such as weak GDP growth, an inflation spike and a hike in interest rates 
could hurt results. Company-specific risks include cost of growth and execution strategies. 

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. 

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. 

Vale SA [BRVALEON] - Please note that any investment in Latin American equities, such as mining shares, are subject to exchange rate risk, as well as to unexpected fluctuations of the local 
economy. Investment mining stocks is also subject to price fluctuations of its main products. Investors should be aware that mining stocks are inherently highly volatile and extremely dependent both 
on global underlying demand and supplier behaviour. A weakening in global production could place our pricing forecast, earnings and valuations under pressure. Please note that any investment in 
Latin American equities is subject to exchange rate risk, as well as to unexpected fluctuations of the local economy. Investment in Vale is subject to China risk, given that the majority of iron ore growth 
forecasted is coming from that country. Consequently, the key risks are weak demand, as evidenced by general economic conditions, or increases in supply, in the form of capacity additions. 

Banco do Brasil S.A. [BRBBAS] - 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. 

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. 

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. 

Multiplan Empreendimentos Imobiliarios S/A [BRMULT] - 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 Multiplan would be: (i) 
delays in the development pipeline; (ii) cost overrun in the new projects (capex) and  (iii) excessive SG&A expenses. 

 

 

Valuation Methodology 

 

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$33 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. 

Cielo [BRVNET] - Our 12-month TP of R$3.30 is based on a dividend discount modell, using a cost of equity of 13.0% and growth in perpetuity of 8% as our main assumptions to value the company. 
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Localiza Rent a Car S.A. [BRRENT] - Our 12-month forward target price is DCF-driven. 

Arezzo Industria e Comercio SA [BRARZZ] - Our 12-month forward target price is DCF based (cost of equity of 10.2% and g of 5.0%, in nominal USD). 

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%. 

Vale SA [BRVALEON] - 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 30%; (3) effective tax rate of 25%; and (4) cost of debt of 8.0%. 

Banco do Brasil S.A. [BRBBAS] - 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$45 is based on a 14.5% sustainable ROE, 16.0% cost of equity, and 8% growth, producing a target P/BV of 0.7x, which we apply to our 2022YE BVPS estimate. 

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. 

SLC Agrícola S.A. [BRSLCE] - Our target price is DCF-based and discounted at a USD-nominal WACC of 8.1% 

Multiplan Empreendimentos Imobiliarios S/A [BRMULT] - Our 12-month forward price target is based on a discounted FCFE model, which assumes a nominal cost of equity of 13% and perpetuity 
growth of 5.0%. 

 

 

Company Disclosures 

 

Company Name Reuters 12-mo rating Price Price date 
Arezzo 1, 2, 4, 6, 9, 10, 18 ARZZ3.SA Buy R$90.18 31-3-2022 
Banco do Brasil 1, 2, 4, 6, 18, 19, 20 N.A. Buy R$34.70 31-3-2022 
Cielo 1, 2, 4, 6, 18, 19, 20 CIEL3.SA Neutral R$3.11 31-3-2022 
Energisa 1, 2, 4, 6, 9, 18, 20 ENGI11.SA Buy R$48.81 31-3-2022 
Itau Unibanco 1, 2, 4, 6, 9, 18, 20, 22 ITUB4.SA Buy R$27.48 31-3-2022 
Localiza 1, 2, 4, 6, 9, 18, 20 RENT3.SA Buy R$61.10 31-3-2022 
Multiplan 1, 2, 4, 6, 18, 19, 20 MULT3 SA Buy R$24.48 31-3-2022 
Raízen 1, 2, 4, 6, 18, 19, 20 RAIZ4.SA Buy R$7.03 31-3-2022 
SLC Agrícola 1, 2, 4, 6, 9, 18, 20 SLCE3.SA Buy R$49.80 31-3-2022 
Vale 1, 2, 4, 6, 18, 19, 20 VALE.N Buy US$19.99 31-3-2022 

 

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. 

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. 

 


