
USIMINAS

2Q24 Preview: The days of struggle continue

Analysts
Main takeaways:

(i) Consolidated steel volume up slightly, driven by the automotive segment; (ii) 

The end of phase 3 of the Néstor Kirchner project (gas pipeline in Argentina) 

should cause the price in the foreign market to fall down, due to a worsening mix; 

(iii) For the domestic market, the realized price is projected to compose in a mild 

decline, due to the 12% discount for 70% of the clients base in the automotive 

segment, which will be partially offset by the improved mix; (iv) For mining, 

MUSA's mix will probably be less loaded with low grade, which will lead to better 

prices on a sequential basis; (v) We expect net revenue to be practically flat q/q; 

(vi) COGS/t with a slight increase of +1.7% q/q in our estimates; (vii) EBITDA to 

shrink by mid double digits on a quarterly and annual basis; (viii) Net income 

projected to be anemic, contracting sequentially and annually; (ix) We expect an 

improvement in efficiency only in 3Q24, with a reduction in COGS/t due to the 

falling cost of slabs expected for the next quarter, in line with the increase in 

volume due to the typical seasonality of the 3Qs, helping to dilute fixed costs; (xi) 

HRC production, benchmark for flat steel, hits a record in China and supports the 

thesis aimed at exporting goods. In this sense, China should continue to export 

embedded and crude steel to other global markets. As Usiminas is the company 

with the greatest exposure to the flat steel market, we prefer to remain cautious 

on the name; (xii) Trading an EV/EBITDA 25E of 3x and going through a 

challenging macroeconomic context, we reiterate our NEUTRAL rating, with a 

12M Target Price of R$8.70 and an upside of +1.99%.
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Usiminas will report its 2Q24 results on July 26, before the market opens. We 

expect weak consolidated figures once again. 
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Table 1. Shipments Summary (2Q24 Genial Est.)

Source: Usiminas, Genial Investimentos

Table 2. Income Statement Summary (2Q24 Genial Est.)

Source: Usiminas, Genial Investimentos

(Thousand Tonnes - kt) Genial Est. Reported

Summary (Shipments) 2Q24E 1Q24 % q/q 2Q23 % y/y

Steel 1.040 1.028 1,2% 971 7,1%

Iron Ore 1.963 1.962 0,1% 2.398 -18,1%

(R$ millions) Genial Est. Reported

Income Statement 2Q24E 1Q24 % q/q 2Q23 % y/y

Net Revenue 6.281 6.223 0,9% 6.887 -8,8%

Adjusted EBITDA 271 416 -34,9% 366 -26,1%

Net Income 23 60 -61,2% 287 -91,9%
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Despite weak figures expected for consolidated 2Q24, we believe a slight 

sequential improvement in the mining segment is likely, with a partial recovery 

in prices. On the other hand, this segment is not representative enough to generate 

a significant change in the consolidated result, since we don't expect significant 

improvements in the steel segment (which is much more representative).  On a 

consolidated basis, we believe in a reduction in EBITDA and net income, both y/y 

and q/q. 

Valuation and rating. We believe that costs efficiency gains with the refurbishment 

of Blast Furnace 3 (BF3) will not be reflected in 2Q24.  As BF3 goes through ramp-up 

(which should last until 3Q24), the cost should cool down. However, this 

improvement in efficiency will be inhibited by (i) a higher quality sales mix, which is 

therefore more costly to produce, and (ii) the processing of more expensive slabs 

through the P&L. Even though slabs consumption has already been regularized by 

the return to operation of BF3, the company still has slabs inventory purchased at a 

more representative value than current market standards. 

For these reasons, we expect COGS/t to rise by +1.7% q/q and still be far from 

the parameters set by the consensus on cost reduction. It's important to 

remember that we have always taken a more conservative approach to the 

optimism surrounding Usiminas' name. At the beginning of the year, when the 

shares were accumulating a +15% rise by mid-April, just before the 1Q24 results, 

several other sell side firms were raising their ratings to “Buy”. On the other hand, 

we remain skeptical about anemic demand in a market tightened by 

competition with Chinese steel. In addition to these factors, in our view, there was 

a certain exaggerated tone in the assumptions that the consensus was using 

regarding efficiency gains at COGS/t (resulting from the reform in BF3). 

When, in its 1Q24 earnings release on April 23rd, Usiminas signaled a lateralization 

in COGS/t for 2Q24, as opposed to the drastic cost reduction that the consensus 

was projecting, investors became frustrated and created considerable selling 

pressure on the shares, causing them to fall by ~13% in a single trading session. 

Since then, the share price has converged towards our Target Price (which has 

remained static since the beginning of the year). We tried to warn the market about 

this back in February, when we wrote in the 4Q23 preview that the shares would 

probably give back some of the gains they had been making until then. This can be 

confirmed in the attached publication (Usiminas Preview 4Q23). Once again, we 

anticipate movement ahead of consensus. 

It's also worth noting that we still won't see the effects of the new steel import 

quotas in 2Q24, implemented by the Ministry of Trade (MDIC) since they started in 

June, which would only represent 1/3 of the result of quarter, and even so the 

figures for the parity premium for flat steel in the domestic market didn't indicate a 

consistent improvement in the gap vs. imports (which remains at ~18%). The 

Chinese export bias still seems to be bothering the mills, creating difficulties for the 

Brazilian steel industry. After falling in April, without showing a consistent recovery, 

Usiminas’ shares seem to us to be fairly priced at the current market valuation. 

Trading at an EV/EBITDA 25E of 3x and going through a challenging 

macroeconomic context, we reiterate our NEUTRAL rating, with a 12M Target 

Price of R$8.70 and an upside of just +1.99%.
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2Q24 Preview: In detail!

DM follows gradual increase in volume, but with a price discount. We are 

projecting shipments to the domestic market (DM) at 933kt Genial Est. (+1.6% q/q; 

+3.4% y/y). According to our analysis, the domestic market should show a gradual 

improvement in demand from the automotive segment, which accounts for ~1/3 of 

the company's sales. We highlight two reasons for the increase in demand for light 

vehicles: (i) the cuts in the SELIC rate observed during 1H24; (ii) the MP (Brazilian 

legislation) to make cars cheaper, which came into force in May 2023 and made it 

possible to reduce taxes (IPI, PIS and COFINS). On the other hand, we expect the 

12% discount granted to the automotive segment for ~70% of the client’s base to 

have the opposite effect, even with an improved mix. We therefore estimate the 

price at R$5,559/t Genial Est. (-0.9% q/q; -8.5% y/y).

As for heavy-duty vehicles, demand in 2023 remained significantly low due to the 

implementation of the Euro 6 standard, after the market anticipated a higher 

volume of purchases of Euro 5 vehicles. As automakers' Euro 5 inventory are 

currently running low, companies that choose to renew their fleets in 2024 will have 

no choice but to purchase new Euro 6 vehicles, even at a higher cost. ANFAVEA data 

therefore suggests a double-digit recovery in heavy-duty sales in 2024. 

The end of the Néstor Kirchner project should bring down the price of FM. It's 

important to remember that there were still remnants of deliveries in 1Q24 linked 

to the third phase of the Néstor Kirchner project (gas pipeline in 

Argentina).Conversely, with 2Q24 no longer having this destination with a higher 

value-added mix for the oil & gas sector, we should see a slight reduction in 

shipments to foreign market (FM) and, above all, a drop in the realized price, given 

a worsening mix. We are therefore estimating shipments to FM at 121kt Genial Est. 

(-1.8% q/q; +74% y/y) and a realized price of R$4,989/t Genial Est. (-2.1% q/q; -

29.4% y/y).

Total shipments up slightly, driven by the automotive segment. We are 

estimating a marginal sequential increase for total shipments (DM+FM), reaching 

1,040kt Genial Est. (+1.2% q/q; +7.1% y/y). The improvement, even if slight, will 

probably be due to the performance of the automotive segment, in the face of a 

gradual recovery in this sector, which accounts for ~1/3 of Usiminas' total sales 

portfolio. 

Consolidated realized prices will probably be impacted in DM and the mix in FM 

will worsen. The data still shows a high penetration of Chinese flat steel, 

increasing competition with domestic mills, even if the automotive segment is 

expanding its demand vs. 2023 (it is worth remembering that 2023 was very weak 

base). According to the Aço Brasil (IABr), a penetration rate of 16% of apparent 

consumption was recorded in June. In the Jan-Jun period, the rate was 18.5%. 

Among the measures announced by the Brazilian Ministry of Trade (MDIC) in an 

attempt to alleviate this problem are tariff increases via the complementary quota 

system, which came into force in June. However, more concrete effects on the 

realized price are expected from 3Q24 onwards, and even then, they should be 

mild, so we are not expecting a large cool down in penetration vs. current levels. 

Therefore, for 2Q24, we estimate a consolidated realized price (DM+FM) of 

R$5,568/t Genial Est. (-1.0% q/q; -9.5% y/y).
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MUSA: Looking back at last quarter to understand what will happen in 2Q24. To 

put it in context, last quarter was challenging for the mining division (MUSA), 

especially in terms of price realization. In 1Q24 we saw a greater composition of low 

grade in the mix, as well as price marking in the forward provisioned system, 

negatively impacted by the sharp drop in the 62% Fe reference curve, which 

reached ~US$97/t at the start of 2Q24 (first days of April). In addition, MUSA's 

eastern treatment unit was shut down due to the exhaustion of the mining front 

that fed the division. However, the retention of volume due to the shutdown didn't 

have such an impact on shipments, which would naturally be weaker due to the 

typical seasonality of Q1s, since the company managed to ship more low-grade 

volume to China, due to a demand that doesn't usually recur in the first months of 

the year.

MUSA: Improved mix in 2Q24 will lead to an increase in price realization. In this 

2Q24, we shouldn't see any representative changes in shipments, since the 

company improved its mix and thus sold less low-grade iron ore, a fact that 

occurred in excess in 1Q24, as explained in the section above. Therefore, even if 

there is naturally a sequential improvement in production in 2Q24, due to entering 

a period with less rainfall vs. 1Qs, the quality improvement in the mix reducing 

demand will still offset the gain we would potentially see in shipments due to the 

change in seasonality. On the other hand, the (i) improvement in the mix will lead 

to an increase in the realized price, which should also include (ii) a lower impact 

from the forward provisioning system. We believe that these two factors will be 

more than enough to compensate for the average 62% Fe curve having slowed 

down compared to 1Q24. We therefore estimate volumes at 1,963kt Genial Est. 

(+0.1% q/q; -18.1% y/y) and a realized price of US$69/t Genial Est. (+2.6% q/q; -

10.2% y/y). Given the appreciation of the USD/BRL exchange rate, we expect prices 

in BRL to stand at R$357/t Genial Est. (+8.0% q/q; -5.3% y/y).

Consolidated net revenue basically flat q/q. We are projecting consolidated net 

revenue of R$6.3bn Genial Est. (+0.9% q/q; +31.2% y/y), practically flat vs. 1Q24. 

Although our projection for the mining division shows sequential growth to 

R$702mn Genial Est. (+8.0% q/q; -22.5% y/y), MUSA's representativeness is quite 

small within the consolidated result. As for the Steel division, due to the price drop 

through the discount for the client’s portfolio in the automotive segment being 

partially offset by the improvement in the sales mix, we expect revenues of R$5.8bn 

Genial Est. (+0.1% q/q; -3.1% y/y), indicating sequential stability as well.
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Table 3. Net Revenue Usiminas (2Q24 Genial Est.)

Source: Usiminas, Genial Investimentos

July 22 of 2024

Genial Institucional S.A. CCTVM

2Q24E 1Q24 2Q23

(R$ millions) Genial Est. Reported % q/q Reported % y/y

Net Revenue 6.281 6.223 0,9% 4.787 31,2%

Steel 5.792 5.784 0,1% 5.976 -3,1%

Mining 702 649 8,0% 905 -22,5%

Eliminations (213) (211) 0,9% (2.093) -89,8%
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Steel COGS/t projected with a slight increase. Our analysis suggests that there 

will be a slight rise in COGS/t for the steel division. This is because, in addition to 

the (i) higher quality mix, and therefore more expensive to produce, there is also 

the effect of (ii) slabs acquired at higher prices going through the P&L. We are 

therefore estimating a COGS/t of R$5,416/t (+1.7% q/q; -5.3% y/y).  As for the 

mining division (MUSA), we expect a drop in COGS/t to R$270/t Genial Est. (-1.0% 

q/q; -5.5% y/y), driven by lower freight costs vs. 1Q24. As for the consolidated 

nominal cost, we are expecting something close to -R$6bn Genial Est. (+2.5% q/q; -

5.8% y/y).

EBITDA shrinking considerably on a quarterly and annual basis. Due to an 

improved quarter for mining, with a drop in COGS/t and better realized price, we 

are projecting an EBITDA for MUSA ~2x higher sequentially, standing at R$163mn 

Genial Est. (+97.7% q/q; +11.1% y/y). However, in continued difficulty, the steel 

division is calculated in our model with retraction, reaching EBITDA of R$151mn 

Genial Est. (-54.9% q/q; -18.0% y/y). Due to a significant decline in the most relevant 

segment, we estimate that consolidated EBITDA should reach R$271mn Genial Est. 

(-34.9% q/q; -25.8% y/y).

We project an anemic and shrinking net income. Our model points to a net 

income of R$23mn Genial Est. (-61.2% q/q; -91.9% y/y), quite anemic, reflecting the 

difficulties faced not only by Usiminas, but also by domestic mills exposed to flat 

steel. Costs remain high, although there are expectations of improvement in the 

coming quarters from 3Q24 onwards. 

Table 4. COGS Usiminas (2Q24 Genial Est.)

Source: Usiminas, Genial Investimentos

July 22 of 2024

Genial Institucional S.A. CCTVM

2Q24E 1Q24 2Q23

(R$ millions) Genial Est. Reported % q/q Reported % y/y

COGS (5.970) (5.824) 2,5% (6.336) -5,8%

Steel (5.618) (5.464) 2,8% (5.651) -0,6%

Mining (530) (535) -1,0% (685) -22,6%

Eliminations 178 175 1,5% - -

Table 5. EBITDA Usiminas (2Q24 Genial Est.)

Source: Usiminas, Genial Investimentos

2Q24E 1Q24 2Q23

(R$ millions) Genial Est. Reported % q/q Reported % y/y

Adjusted EBITDA 271 416 -34,9% 365 -25,8%

Steel 151 334 -54,9% 184 -18,0%

Mining 163 83 97,7% 147 11,1%

Eliminations -43 0 - 34 -226,6%
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Our Take on Usiminas

The days of struggle continue. Usiminas is not dealing with easy days, quite the 

contrary. In our view, unlike the significant improvement expected the consensus, 

the company has not been able to post solid results, and we even expect that 

EBITDA and net income will come across as contracted in 2Q24.  A significant 

portion of the market believed that with the end of the refurbishment of Blast 

Furnace 3 (BF3) between 4Q23 and 1Q24, the company would start to record 

stronger operating figures. However, cost improvement continues to be a major 

challenge, mainly due to the dependence on third-party slabs, with costs still high 

going into the P&L in 2Q24.  

Even though slabs consumption has already been re-established at a normal pace 

for the company's current reality, following the BF3 reform, we believe that the 

consensus was too optimistic about the company's shares at the start of the year. 

Conversely, we always pointed out that the market situation was still very fragile for 

flat steel. Even so, the consensus insisted on the idea that (i) the increase in 

demand projected for the automotive segment in 2024 and (ii) the belief in a lasting 

or more significant improvement in costs would be the triggers for Usiminas to 

drastically improve its operating performance. We have always been wary of this 

thinking. We recognize that in 1Q24 there was indeed a cooling of COGS/t, but the 

outlook, signaled by Usiminas itself, was that in 2Q24 this cost would not continue 

to fall. This frustrated, in last quarter's release, the expectations of those who were 

more bullish on the name. Since then, the shares have converged on our Target 

Price, which at the time was much lower than most of sell-side firms. So, we were 

proved right, ahead of the consensus.

 

Table 6. Income Statement Usiminas (2Q24 Genial Est.)

Source: Usiminas, Genial Investimentos

July 22 of 2024

Genial Institucional S.A. CCTVM

2Q24E 1Q24 2Q23

(R$ millions) Genial Est. Reported % q/q Reported % y/y

Net Revenue 6.281 6.223 0,9% 6.887 -8,8%

COGS (5.970) (5.824) 2,5% (6.305) -5,3%

Adjusted EBITDA 271 416 -34,9% 366 -26,1%

EBITDA Margin (%) 4,3% 6,7% -2,38p.p 5,3% -1,01p.p

EBIT 14 131 -89,5% 287 -95,2%

EBIT Margin (%) 0,2% 2,1% -1,89p.p 4,2% -3,95p.p

D&A (257) (303) -15,1% (262) -2,0%

Financial Result (48) (311) -84,4% 411 -111,8%

Net Income 23 60 -61,2% 287 -91,9%

Net Margin (%) 0,4% 1,0% -0,6p.p 4,2% -3,8p.p
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But what can we expect going forward? The company has made investments in 

coking plants, to reduce the need to buy from third parties, also reducing costs and 

the risk of fluctuating slab prices, as well as improving efficiency by refurbishing 

Blast Furnace 3 (BF3). While the investments in the coking plants have not yet come 

to an end, the refurbishment of BF3 was completed at the end of last year. 

However, we have not yet been able to visualize the gains from these investments 

in what we consider to be a representative improvement in EBITDA.  It is possible 

that, after the end of the BF3 ramp-up, expected for 3Q24, we may see some more 

significant level of COGS/t cooling down, along with the volume improvement due 

to the typical seasonality of the 3Qs. Even so, we maintain the view that a 

representative portion of the market expects a cost reduction at a much more 

intense level than our estimates, and this will probably not happen. We will await 

further information on the cost outlook for 3Q24 in the 2Q24 release.

HRC production hits record in China and supports the export-oriented thesis.  

Although rebar output is anemic, figures for hot-rolled coil (HRC), continue to 

accelerate strongly. The mills monitored for flat steel in China reached their highest 

weekly output for 3Y, closing the week of July 6-12 at 3.26Mt (+1.59% w/w). The hot 

rolling capacity utilization rate increased for the third week in a row, to an average 

of 84.7% (+1.33p.p w/w). As we quoted in our weekly report (Metals & Mining: 

Streight out of the Blast Furnace - Week 3, July 2024), mills that have production 

flexibility are shifting their output from long to flat steel. As we see it, this is mainly 

due to the export bias of China's manufacturing facilities. We highly recommend 

reading our weekly reports for more details.

This export bias is hampering the operations of Brazilian steel mills. With the 

implementation of new import quotas, made possible since June by the Brazilian 

Ministry of Trade (MDIC), we should expect slightly better days ahead. However, we 

still don't feel that this bad situation will be reversed quickly in 2H24. In addition to 

Brazil, we have seen Mexico, Chile and the USA implement increases in their tariffs 

on steel imports, a product that China ends up disposing of part of its production. 

However, we don't believe that the mills in China will change their strategy, since 

exports continue to be the escape valve for weaker domestic demand, whether 

through embedded or shipments of crude steel. In this sense, as Usiminas is the 

company with the most exposure to flat steel in our coverage, we remain very 

reticent about the name, and we believe that the current market valuation is 

fair, with basically no room for appreciation of the shares in the short term, in a 

fundamentalist way. Trading at an EV/EBITDA 25E of 3x and going through a 

challenging macroeconomic context, we reiterate our NEUTRAL rating, with a 12M 

Target Price of R$8.70 and an upside of +1.99%.
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https://media-genial-analisa.genialinvestimentos.com.br/wp-content/uploads/2024/07/18000506/Genial_Metals_e_Mining_Weekly_july17.pdf?_gl=1*1uc6mzp*_ga*MjA1NTI4MzgzOC4xNjU0MTE3OTc1*_ga_DR4FNHVLYD*MTcyMTYyNDI2MC4xMTU3LjAuMTcyMTYyNDI2Mi4wLjAuMA..*_gcl_au*MTk0NDA5MTk5Ni4xNzE3NDM0Mzgx*_ga_LGX9B0ZD5L*MTcyMTYyNDI2MS4xMjQzLjAuMTcyMTYyNDI2MS42MC4wLjA.
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Figure 1. Usiminas – Income Statement in R$ Millions (Genial Est. 2024-2028)

Figure 2. Usiminas– Cash Flow in R$ Millions (Genial Est. 2023-2028)

July 22 of 2024

Genial Institucional S.A. CCTVM

Income Statement 2024E 2025E 2026E 2027E 2028E

Net Revenue 25.929 27.103 28.490 29.773 30.247

(-) COGS (23.533) (23.454) (24.396) (25.446) (25.682)

Gross Profit 2.396 3.649 4.095 4.327 4.565

(-) Expenses (1.211) (1.298) (1.475) (1.429) (1.419)

Adjusted EBITDA 2.250 3.445 3.774 4.154 4.142

(-) D&A (1.082) (1.094) (1.154) (1.256) (997)

EBIT 1.185 2.352 2.620 2.898 3.146

(+/-) Financial Result (48) 37 48 160 186

(-) Taxes (139) (354) (395) (451) (491)

Net income 1.241 2.096 2.335 2.669 2.903

Profitability

  Net margin (%) 4,79% 7,73% 8,20% 8,97% 9,60%

Cash Flow (FCFF) 2024E 2025E 2026E 2027E 2028E

Net Revenue 25.929 27.103 28.490 29.773 30.247

(-) COGS (23.533) (23.454) (24.396) (25.446) (25.682)

Adjusted EBITDA 2.250 3.445 3.774 4.154 4.142

EBIT 1.185 2.352 2.620 2.898 3.146

(-) Taxes (139) (354) (395) (451) (491)

(+) D&A 1.082 1.094 1.154 1.256 997

(+/-) Δ WK 1.047 (124) (428) (287) (81)

(-) Capex (1.845) (1.586) (2.618) (2.094) (1.989)

FCFF 1.330 1.380 334 1.322 1.581



www.bancogenial.com 

Disclosure Section

1.  GENERAL DISCLAIMER

This report has been produced by the research department (“Genial Institutional Research”) of Genial Institutional 

Corretora de Câmbio, Títulos e Valores Mobiliários S.A. (“GENIAL INSTITUTIONAL CCTVM”). Genial Institutional is a 

brand name of Genial Investimentos CCTVM.

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 GENIAL INSTITUTIONAL CCTVM. GENIAL INSTITUTIONAL CCTVM accepts no liability 

whatsoever for the actions of third parties in this respect.

This research report is for distribution only under such circumstances as may be permitted by applicable law. This 

research report has no regard to the specific investment objectives, financial situation or particular needs of any 

specific recipient, even if sent only to a single recipient. This research report is not guaranteed to be a complete 

statement or summary of any securities, markets, reports or developments referred to in this research report. Neither 

GENIAL INSTITUTIONAL CCTVM nor any of its directors, officers, employees or agents shall have any liability, however 

arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this 

research report’s preparation or publication, or any losses or damages which may arise from the use of this research 

report

GENIAL INSTITUTIONAL CCTVM may rely on information barriers, such as “Chinese Walls” to control the flow of 

information within the areas, units, divisions, groups, or affiliates of GENIAL INSTITUTIONAL CCTVM.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report 

may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the 

regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related 

financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and 

regulatory requirements comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research 

report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a 

positive or adverse effect on the value of or income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or 

implied, is made by GENIAL INSTITUTIONAL CCTVM with respect to future performance. Income from investments may 

fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may 

fall or rise against the interest of investors. Any recommendation or opinion contained in this research report may 

become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis 

operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

The locally listed shares of Brazilian companies may only be purchased by investors outside of Brazil who are “eligible 

investors” within the meaning of applicable laws and regulations.
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Genial Rating

Definition Coverage

Buy Expected return above +10% in relation to the Company's sector average  49%

Neutral Expected return between +10% and -10% relative to the Company's industry average 41%

Sell Expected return below -10% in relation to the Company's sector average 5%

under Review Under review 5%
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2.  ANALYST(S) DISCLOSURES AND CERTIFICATION

The principal analyst, IGOR GUEDES, is responsible for the content of this report and for meeting the requirements of 

Securities and Exchange Commission of Brazil (CVM) Instruction 598/2018.

The analysts hereby certify that the views expressed in this research report accurately reflect their personal views 

about the subject securities or issuers and it was prepared in an independent manner, including with respect to the 

person and to GENIAL INSTITUTIONAL. 

The analyst hereby certifies that he (she) has no connection with any individual who works for the issuer(s) discussed 

in this report.

The analyst hereby certifies that he (she), or his (her) spouse or companion, either directly or indirectly, in his or her 

own name or on behalf of a third party, does not hold any of the securities covered in this report.

The analyst hereby certifies that he (she), or his (her) spouse or companion, is not directly or indirectly involved in the 

purchase, disposal or brokering of the securities covered in this report.

The analyst hereby certifies that he (she), or the his (her) spouse or companion, has no direct or indirect financial 

interest in the issuer covered in this report (other than trading shares in investment funds, in which the analyst cannot 

control, directly or indirectly, the administration or management of the fund, or which do not concentrate 

investments in sectors or companies that are covered by reports produced by the analyst). 

The analyst’s compensation is, directly or indirectly, determined by income from GENIAL INSTITUTIONAL´s business 

and financial operations.

In addition, the analysts certify that no part of their compensation was, is, or will be directly or indirectly related to the 

specific recommendations or views expressed in this research report.

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 GENIAL INSTITUTIONAL CCTVM, its affiliates and/or 

subsidiaries as a whole, of which investment banking, sales and trading are a part. Compensation paid to analysts is 

the sole responsibility of GENIAL INSTITUTIONAL CCTVM.

The analyst hereby certifies that he (she), or his (her) spouse or companion, does not serve as an officer, director, or 

advisory board member of the subject company.

The principal analyst is responsible for the content of this report and for meeting the requirements of Securities and 

Exchange Commission of Brazil (CVM) Instruction 598/2018.

Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.
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3.  ADDITIONAL DISCLOSURE 

(i) This document was prepared by GENIAL INSTITUTIONAL Research and is hereby supplied for the sole purpose of 

providing information about companies and their securities.

(ii) The information contained herein is provided for informational purposes only and does not constitute an offer to 

buy or sell, and should not be construed as a solicitation to acquire, any securities in any jurisdiction. The opinions 

expressed herein regarding the purchase, sale or holding of securities, or with respect to the weighting of such 

securities in a real or hypothetical portfolio, are based on careful analysis by the analysts who prepared this report 

and should not be construed by current or future investors as recommendations for any particular investment 

decision or action. The investor’s final decision should be made considering all of the risks and fees involved. This 

report is based on information obtained from primary or secondary public sources, or directly from companies, 

and is combined with estimates and calculations prepared by GENIAL INSTITUTIONAL CCTVM. This report does not 

purport to be a complete statement of all material facts related to any company, industry, security or market 

strategy mentioned. The information has been obtained from sources believed to be reliable, but GENIAL 

INSTITUTIONAL CCTVM does not make any express or implied representation or warranty as to the completeness, 

reliability or accuracy of such information. The information, opinions, estimates and projections contained in this 

document are based on current data and are subject to change. Prices and availability of financial instruments are 

indicative only and subject to change without notice. GENIAL INSTITUTIONAL CCTVM is under no obligation to 

update or revise this document or to advise of any changes in such data.

(iii)The securities discussed in this report, as well as the opinions and recommendations contained herein, may not 

be appropriate for every type of investor. This report does not take into account the investments objectives, 

financial situation or particular needs of any particular investor. Investors who wish to buy, sell or invest in 

securities that are covered in this report should seek independent financial advice that takes individual 

characteristics and needs into consideration, before making any investment decision with respect to the securities 

in question. Each investor should make independent investment decisions after carefully analyzing the risks, fees 

and commissions involved. If a financial instrument is denominated in a currency other than an investor’s 

currency, changes in exchange rates may adversely affect the price or value of, or the income derived from the 

financial instrument, and the reader of this report assumes all foreign exchange risks.  Income from financial 

instruments may vary, and therefore their price or value may rise or fall, either directly or indirectly. The 

information, opinions and recommendations contained in this report do not constitute and should not be 

interpreted as a promise or guarantee of a particular return on any investment. Past performance does not 

necessarily indicate future results, and no representation or warranty, express or implied, is made herein 

regarding future performance. Therefore, GENIAL INSTITUTIONAL CCTVM, its affiliated companies, and the 

analysts involved in this report take no responsibility for any direct, indirect or consequential loss resulting from 

the use of the information contained in this report, and anyone using this report undertakes to irrevocably 

indemnify GENIAL INSTITUTIONAL CCTVM and its affiliates from any claims and demands.

(iv) 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) 

GENIAL INSTITUTIONAL CCTVM’s proprietary data or data available to GENIAL INSTITUTIONAL CCTVM. 
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(v) 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 GENIAL 

INSTITUTIONAL CCTVM, its subsidiaries and affiliates. 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.

(vi)GENIAL INSTITUTIONAL CCTVM makes no representations herein that investors will obtain profits. GENIAL 

INSTITUTIONAL CCTVM will not 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. GENIAL INSTITUTIONAL CCTVM accepts no fiduciary duties on behalf of recipients of this report and in 

communicating this report is not acting in a fiduciary capacity. This report is not to be relied upon in substitution 

for the exercise of recipient’s independent 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 GENIAL INSTITUTIONAL CCTVM as a result of using different 

assumptions and criteria. The information, opinions and recommendations contained in this report do not 

constitute and should not be interpreted as a promise or guarantee of a particular return on any investment. 

(vii)Because the personal views of analysts may differ from one another, GENIAL INSTITUTIONAL CCTVM, 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. Income from financial instruments may 

vary, and therefore their price or value may rise or fall, either directly or indirectly.

(viii)This document may not be: (a) photocopied or duplicated in any manner, in whole or in part, and/or (b) 

distributed without GENIAL INSTITUTIONAL CCTVM’s prior written consent.  GENIAL INSTITUTIONAL CCTVM 

accepts no liability whatsoever for the actions of third parties in this respect.

(ix)Neither GENIAL INSTITUTIONAL CCTVM 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.

(x) GENIAL INSTITUTIONAL CCTVM (or its affiliates, officers, directors or employees) may, to the extent permitted by 

law, have acted upon or used the information herein contained before the publication of this report and may have 

a position in securities issued by the companies mentioned herein and may make a market or act as a principal in 

any transactions in any such securities. Genial Institutional may from time to time perform investment banking or 

other services to, or solicit investment banking or other business from, the companies mentioned herein. 
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4.  IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Genial Institutional CCTVM, a company authorized to engage in securities 

activities in Brazil. Genial Institutional CCTVM is not a registered broker-dealer in the United States and, therefore, is 

not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. 

This research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption 

from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”) 

and is not being provided pursuant to a soft-dollar arrangement.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial 

instruments based on the information provided in this research report should do so only through Brasil Plural 

Securities LLC, a registered broker dealer in the United States with an office at 545 Madison Ave., New York, NY 10022, 

(212) 897-3737. Under no circumstances should any recipient of this research report effect any transaction to buy or 

sell securities or related financial instruments through Genial Institutional CCTVM.

Brasil Plural Securities LLC accepts responsibility for the contents of this research report, subject to the terms set out 

below, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the 

Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person of Brasil Plural Securities LLC 

and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject 

company, public appearances and trading securities held by a research analyst account.

The disclosures contained in research reports produced by GENIAL INSTITUTIONAL CCTVM and distributed by Brasil 

Plural Securities LLC in the U.S. shall be governed by and construed in accordance with U.S. law. 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 GENIAL INSTITUTIONAL CCTVM. Additional information relative to the financial instruments discussed in 

this report is available upon request.

UK Disclaimer: 

(i) This document is STRICTLY CONFIDENTIAL to the recipient, may not be distributed to the press or other media and 

may not be reproduced in any form.  this document is directed only at persons who are “INVESTMENT 

PROFESSIONALS” falling within article 19(5) of the FSMA 2000 (FINANCIAL PROMOTION) ORDER 2005, or HIGH NET 

WORTH BODIES falling within ARTICLE 49(2) of that order (together THE “RELEVANT PERSONS”). This document must 

not be acted on or relied on by persons who are not RELEVANT PERSONS.

(ii) The distribution of this document in other jurisdictions may be restricted by law and persons into whose 

possession this document comes should inform themselves about, and observe, any such restrictions. Any failure to 

comply with these restrictions may constitute a violation of the laws of any such other jurisdiction.

Copyright 2023 GENIAL GENIAL INSTITUTIONAL CCTVM
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