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China, from macro to micro: Hidden seasonality

 

Analysts
Main takeaways:

(i) PMI Caixin, released on February 4, indicated that new business growth has 

dropped to its lowest level in four months; (ii) employment levels have fallen at 

the fastest pace since April 2024; (iii) the industry's price sub-index has 

decelerated, despite a faster increase in average costs; (iv) manufacturing 

production growth improved in January; (v) average selling prices for durable 

goods fell at the fastest pace since July 2023; additionally, (vi) the January CPI in 

China recorded a rise of +0.5% y/y, ending 4 consecutive months of decline, driven 

mainly by strong demand ahead of the Chinese New Year; (vii) the rise was led by 

food prices, which advanced +0.4% y/y, while core CPI accelerated to +0.6% y/y, 

indicating modest warming but no structural turnaround; (viii) we expect the CPI 

to return to deflation in February due to a higher comparison base from the 2024 

Chinese New Year; (ix) the PPI fell -2.3% y/y, more than expected, with deflation 

persisting for over two years; (x) M2 increased +7% y/y, but M1 experienced weak 

growth, suggesting a lack of consumer confidence; (xi) the Trump administration 

is considering a new deal with China to reduce tariffs and increase investments; 

(xii) China signals more fiscal and monetary stimulus in 2025; (xiii) the PBoC is 

expected to maintain interest rates in February, but may cut the 5-year LPR in 

March; regarding the “Steel and Iron Ore” section: (xiv) iron ore supply slowed, 

with a decline of -6.6Mt in the week from February 10 to 16, reflecting Vale’s 

commercial shift and adverse weather conditions; (xv) Vale was responsible for a 

significant reduction of -1.8Mt, but inventory at Chinese ports increased +17% y/y; 

(xvi) iron ore prices are expected to rise due to the reduction in supply; (xvii) steel 

inventory at Chinese mills increased to 5.4Mt (+3.6% w/w), pressuring long steel 

prices, especially rebar; (xviii) HRC production resumed after the Chinese New 

Year holiday, while rebar production still fell -3.1% w/w; (xix) blast furnace 

utilization dropped to 85.6%, while EAF production saw a significant increase.
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In another edition of our weekly report on the Metals & Mining sector, focused on 

the chapters of Macroeconomics in China and market sentiment, this week’s 

series is part of the “From Macro to Micro” sequence. This report pertains to week 

3 of February 2025.

The aim of this series is to update investors on the key macroeconomic data from 

China, focusing on its correlation with the Metals & Mining sector. Market dynamics 

in China directly affect miners, as well as indirectly impacting steel mills in Brazil. 

Therefore, we believe it is necessary to analyze the macro without losing focus on 

the micro. We consider this report series essential for tracking the sectoral 

fundamentals that resonate in the investment theses of the companies we cover in 

the sector (Vale, CMIN, Gerdau, CSN, and Usiminas). 
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China

Macroeconomics 

China is expected to face another challenging year. The beginning of 2025 brings 

a scenario of ongoing profound uncertainties for the Chinese economy, 

characterized by a complex interaction between (i) government stimuli that bring 

volatility to markets due to speculative bias, (ii) geopolitical tensions, (iii) 

demographic strain, and (iv) structural weaknesses. The Chinese growth model, 

historically supported by the real estate sector and infrastructure investments, has 

been losing traction, forcing the central government to seek new strategies to 

maintain economic dynamism. Moreover, exports remain an essential pillar but 

face increasing obstacles amid escalating global trade disputes.

CPI data improves, but we believe the peak will be short-lived. On February 8, 

China’s inflation indicators (CPI and PPI) for January were released. The January 

CPI broke a four-month decline streak, posting its first increase since August 2024, 

rising +0.5% y/y (vs. +0.4% consensus and +0.1% in December). In our view, the 

increase was driven by a temporary surge in demand due to the eight-day Chinese 

New Year, although does not indicate a structural reversal, as deflationary pressure 

persists. The rise was mainly driven by food prices, which increased +0.4% y/y (vs. -

0.5% in December). Core CPI (excluding seasonal factors like food and energy) 

accelerated for the fourth consecutive month, reaching +0.6% y/y (vs. +0.4% in 

December). While this seems like a positive signal, considering the modest recovery 

pace, it still reflects demand far from what would be considered healthy for a 

heated economy. In February, we expect the CPI to return to deflation, mainly due 

to the higher base effect of the 2024 Chinese New Year, which took place in the 

same month.

PPI is still in deflation. While the CPI reading showed a slight economic pickup 

(even if temporary), China’s PPI fell -2.3% y/y in January, -0.2% m/m vs. -0.1% 

previously. Deflation was sharper than the -2.2% y/y expected by consensus, 

keeping the PPI in negative territory for over 2Y. We assess that this decline was 

influenced by subdued industrial production around China’s holidays. Investment 

goods prices remained almost stable monthly at -2.6% y/y (-0.2% m/m), while steel 

and mining prices also dropped, down -4.9% y/y (-0.3% m/m). Raw material prices 

saw a narrower decline of -1.9% y/y (vs. -2.2% y/y consensus). Manufacturing prices 

remained largely flat, with a mild -0.3% m/m drop, totaling -2.7% y/y. On the other 

hand, consumer goods prices showed slight improvement. Additionally, we note 

that foreign exchange reserves increased to US$$3.2 trillion (+US$7bn m/m), 

supported by a weaker DXY index and rising global asset prices.
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PMI Caixin shows an overall industrial slowdown, despite production growth. 

The Caixin Services PMI dropped to 51.0 (-2.2pts m/m) but remained above the 50-

point threshold since January 2023, indicating expansion. The slowdown measured 

by Caixin aligns with the official NBS PMI, released before the Chinese New Year 

holiday, which showed weakening services activity at 50.3 (-1.7pts m/m). Despite 

softer business activity indicators vs. December, we believe the figure remained 

within expectations. Additionally, the survey indicated rising cost pressures, 

particularly in raw materials and labor, leading to a modest increase in selling 

prices for the second consecutive time. 

The Caixin Manufacturing PMI clocked in at 50.1 (-0.4pts m/m), hovering near the 

neutral 50-point mark but still signaling expansion for the fourth consecutive 

month. According to the survey, China's manufacturing output subindex rose for 

the 15th straight month, with an accelerated expansion pace compared to 

December, in line with new orders growth driven by higher exports ahead of tariffs 

imposed by the Trump administration. The uptick in business activity was 

supported by stronger underlying demand, sustaining production growth before 

the industrial sector's pause for the Chinese New Year holiday. 

Our take on Macroeconomics 

Caixin survey shows industrial employment remains in contraction. Concerns 

over growth expectations due to U.S. tariff threats and rising competition impacted 

hiring decisions in January for the manufacturing sector, causing industrial 

employment levels to decline at the fastest pace since February 2020. The 

combination of workforce reductions and rising new orders led to the fourth 

consecutive month of backlog accumulation in China’s manufacturing sector. In 

summary, the Caixin survey showed that (i) new business growth slowed to a four-

month low, (ii) employment levels fell to their weakest since April 2024, and (iii) 

new orders and business expansion slowed on a m/m basis. While industrial 

confidence continues to take heavy hits, it's worth noting that January’s 

employment subindex decline was partly influenced by the earlier-than-usual 

Chinese New Year holiday.

M2 rises +7% y/y in January, intensifying deflationary spiral concerns. Data 

released in the second week of February by the PBoC showed that M2 (account 

savings, deposits and highly liquid investments) closed January at ¥318.5 trillion 

(~US$43 trillion), up +7% y/y, while M1 stood at ¥112.45 trillion (~US$15 trillion), 

posting a marginal +0.4% y/y increase. In our view, M2 growth reflects China’s 

expansionary monetary policy, with the government implementing successive 

reserve requirement and interest rate cuts to boost liquidity and stimulate 

consumption.
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However, weak consumer confidence in China's economic outlook has led 

consumers to save rather than spend, fueling bank reserves without effectively 

stimulating economic activity. This mismatch is evident in the sluggish M1 growth, 

signaling that household funds remain out of circulation and that uncertainty 

continues to drive financial decisions. In our assessment, this dynamic reinforces 

the risk of a deflationary spiral, where suppressed demand pressures prices, 

exacerbating pessimism and further contracting activity. While the PBoC continues 

injecting liquidity, we believe fiscal and monetary expansion measures will remain 

ineffective in the short term.

Political Updates and Market Sentiment

Trump administration considers broad trade deal with China to minimize 

tariffs. We believe the Trump administration's stance reflects a strategic attempt to 

reshape U.S.-China trade and geopolitical relations. On February 19, the U.S. 

government officially announced its willingness to sign a “bigger and better” deal. 

To provide context, the U.S. had previously signaled the imposition of 10% tariffs 

and the threat of severing formal trade relations. The Trump administration had 

suspended tariffs on Mexico and Canada but maintained those on China.

Chinese reactions and proposals indicate an openness to dialogue, with the 

possibility of committing investments and job creation in strategic sectors such as 

solar energy, electric vehicles, and batteries. The U.S. government seeks to have 

China agree to (i) license its technologies to U.S. partners, (ii) cooperate on 

international issues, primarily efforts to maintain peace in North Korea and rebuild 

Ukraine, (iii) strengthen the sovereign position of the USD, with China committing 

not to support the creation of a BRICS trading currency, and (iv) ensure that China 

maintains normalized levels of agricultural and other goods purchases from the 

U.S.
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Graph 1. Deposit - Money Supply (M2) 

Source: Bloomberg, Genial Investimentos
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The Chinese government has indicated its willingness to negotiate these demands 

and work towards a deal. In our view, this demonstrates an interest in balancing 

the trade relationship and preserving the global influence of both countries, 

reducing the risk of a tariff escalation to levels near 60%, the figure Trump 

promised during his campaign.

China signals more stimulus for 2025. In the Politburo’s latest meeting in 

December, the adoption of an “appropriately loose” monetary policy for 2025 was 

announced, signaling more interest rate cuts and a departure from the more 

conservative strategy maintained for 14 years. The Politburo also indicated a more 

proactive fiscal policy, with a promise to expand the deficit (above 3%) at the 

parliamentary session next month, creating space for more PBoC loan issuance to 

stimulate the weakened economy. 

The December meeting was considered the most aggressive in a decade, but 

despite moderate optimism due to the apparent policy shift, the outcome of this 

narrative remains uncertain. It is important to note that domestic economic activity 

in China has been under scrutiny since the beginning of the trade war with the U.S., 

as a recovery in internal demand is crucial to offset the impact of higher tariffs 

imposed by the Trump administration, if no agreement is reached between the 

countries.

PBoC will keep interest rates unchanged. After market close today (Feb 19), the 

PBoC will announce its decision on the 1-Y and 5-Y LPR interest rates overnight. 

Despite adopting an “appropriately loose” monetary policy, we believe the PBoC 

will opt to keep rates unchanged at this time, with the 1-Y LPR remaining at 3.1% 

and the 5-Y LPR at 3.6%. Our opinion is mainly based on the stability in the 

USD/RMB exchange rate over the last 3M, since the last PBoC rate cut. Additionally, 

we believe Chinese authorities are walking a fine line between prioritizing financial 

stability and providing more stimulus amidst (i) uncertainties over trade escalation, 

(ii) RMB depreciation before the last cut, and (iii) narrowing profit margins for 

creditors—factors that currently limit flexibility for further loosening. Still, we 

believe the PBoC will implement a -30bps cut to the 5-Y LPR at its next meeting in 

March. 

Iron Ore and Steel 

Iron ore port inventory slowdown in the face of commercial changes by major 

miners. Global iron ore shipment volumes from 19 ports and 16 miners in Australia 

and Brazil recorded a significant contraction from February 10 to 16. According to 

our market assessment, there was a reduction of -6.6Mt at the end of last week (-

34.6% w/w), reaching a total volume of 12.4Mt shipped during the week, the lowest 

level since the start of the historical series in June 2019. We attribute this to a shift 

in Vale's commercial strategy, aiming to reduce shipments, partially extended to 

other majors. Brazil was one of the key contributors to this decline, with total iron 

ore exports falling by -1.6Mt (-25.5% w/w), reaching a level over a year low of 4.5Mt.
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I.O. prices are expected to be driven by strategic commercial adjustments of 

majors. In this context, we believe that, as these strategic changes are realized, 

more noticeable recoveries in both the spot price of iron ore to US$106.8/t (+0.4% 

w/w; +5.1% m/m) and the 62% Fe futures contracts for March 2025 on the Dalian 

Commodity Exchange (DCE), which reached US$107.8/t (+0.5% w/w), will be 

attributed to this potential supply contraction in the seaborne market. We continue 

to closely monitor any new monetary incentives from the Chinese government – 

typical of 2Hs – that could create distortions between expectations and actual 

demand for iron ore, which are usually triggers for temporary price spikes.
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Graph 2. Iron ore port inventory vs. 5Y (Mt) Graph 3. Iron ore port inventory 2024 (Mt)

Source: Bloomberg, Genial Investimentos Source: Bloomberg, Genial Investimentos
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Graph 4. Iron ore price (Spot - S&P Platts) Graph 5. 30 Days Iron ore prices (Spot - S&P Platts)

Source: Bloomberg, Genial Investimentos Source: Bloomberg, Genial Investimentos
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Excess supply of steel at mills' yards is expected to pressure long steel prices. 

According to market data, the stocks of the five main steel products (HRC, Rebar, 

Wire Rod, CRC, and Slabs) held by Chinese steelmakers increased for the sixth 

consecutive week, reaching 5.4Mt (+3.6% w/w), although the weekly growth rate 

has slowed by -1.1p.p vs. the previous week’s contraction. The increase in total 

inventory during this period was primarily driven by the rise in long steel product 

tonnage, with wire rod and rebar inventories registering a jump of +12.1% w/w and 

+7.9% w/w, respectively. Therefore, we understand that prices for long steel 

products are likely to face significant pressure due to the persistent supply-demand 

imbalance. It is worth noting that, as of February 14, our market evaluation 

recorded the domestic price of rebar at ¥3,440/t or ~US$474/t (-0.2% w/w), in line 

with our current deflationary analysis. 

HRC production resumes after the New Year holiday, while rebar production 

still lags behind. Our weekly market data survey revealed a decline in rebar 

production among 137 monitored Chinese steel mills, reaching 1.8Mt (-3.1% y/y). 

We believe this decline, occurring in the first week back from the Chinese New Year 

holiday, reflects the fact that many electric arc furnace (EAF) mills have yet to 

resume operations, while several integrated mills in regions like Henan, Hubei, 

Anhui, and Fujian kept blast furnaces or rolling mills inactive for scheduled 

maintenance. In contrast, hot-rolled coil (HRC) production among the mills we 

track reached 3.3Mt (+1.5% w/w). Additionally, the utilization rate of flat steel mills 

reached 84% (+1.2p.p w/w), driven by increased operations in some mill complexes 

in central and northern China.
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Graph 6. Steel mills inventory (130 major cities)

Source: Bloomberg, Genial Investimentos
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Graph 7. Blast-furnace capacity utilization (by product)
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Blast Furnace utilization rate drops, EAF rises for the week. Our weekly market 

data survey revealed that production among blast furnace steel producers slightly 

decreased during last week, breaking the continuous upward trend observed since 

mid-January. We assessed that this performance was impacted by maintenance 

shutdowns at some units, reflected in the average capacity utilization rate of the 

monitored blast furnaces, which stood at 85.6% (-0.16p.p w/w). Although it 

dropped compared to last week, the rate is still +1.6p.p higher vs. the same period 

of last year. We believe this is due to the earlier timing of the Chinese New Year 

holiday in comparison to 2024. Since the 2025 holiday was around 15 days earlier, 

mills are resuming production earlier as well. 

Therefore, looking at demand, we emphasize that the situation has not improved 

compared to 2024. That said, daily pig iron production continues to fall, reaching 

2.28Mt/d (-0.2% w/w). In contrast, independent producers operating Electric Arc 

Furnaces (EAF) saw a notable recovery, although still at low levels compared to 

historical data, driven by the resumption of activities after the Chinese New Year 

holiday. During the period from February 7 to 13, the 90 mini-mills we monitor saw 

their capacity utilization rate partially recover, reaching 13.6% (+10.3p.p w/w). 
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Graph 19. BF capacity % (weighted average)

Source: My Steel, Genial Investimentos

Graph 20. EAF capacity % (weighted average)

Source: My Steel, Genial Investimentos
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Figure 1. Vale – Income Statement in US$ Millions (Genial Est. 2024-2029)

Figure 2. Vale– Cash Flow in US$ Millions (Genial Est. 2024-2029)

Appendix: Vale 

Income Statement 2024E 2025E 2026E 2027E 2028E 2029E

Net Revenue 38.306 37.953 39.242 39.780 40.801 41.883

(-) COGS (24.391) (24.982) (26.016) (26.581) (27.127) (27.893)

Gross Profit 13.915 12.971 13.226 13.200 13.674 13.991

(-) Expenses (1.469) (2.500) (2.566) (2.475) (2.150) (1.736)

Adjusted EBITDA 16.061 15.320 15.562 15.670 16.284 16.722

(-) D&A (3.107) (3.301) (3.473) (3.651) (3.826) (3.992)

EBIT 12.954 12.020 12.089 12.018 12.458 12.730

(+/-) Financial Result (189) 128 314 471 676 982

(-) Taxes (1.212) (1.051) (1.159) (1.227) (1.364) (1.497)

Net income 11.553 11.097 11.243 11.262 11.770 12.216

Profitability

  Net margin (%) 30,16% 29,24% 28,65% 28,31% 28,85% 29,17%

Cash Flow (FCFF) 2024E 2025E 2026E 2027E 2028E 2029E

Net Revenue 38.306 37.953 39.242 39.780 40.801 41.883

(-) COGS (24.391) (24.982) (26.016) (26.581) (27.127) (27.893)

Adjusted EBITDA 16.061 15.320 15.562 15.670 16.284 16.722

Adjusted EBIT 12.954 12.020 12.089 12.018 12.458 12.730

(-) Taxes (1.212) (1.051) (1.159) (1.227) (1.364) (1.497)

(+) D&A 3.107 3.301 3.473 3.651 3.826 3.992

(+/-) Brumadinho and Samarco (415) (1.511) (1.300) (718) (893) (279)

(+/-) Δ WK 2.956 499 283 150 625 (36)

(-) Capex (6.088) (6.710) (6.854) (7.130) (7.130) (7.130)

FCFF 11.301 6.547 6.531 6.744 7.522 7.780

February 19 of 2025

Genial Institucional S.A. CCTVM



www.bancogenial.com Genial Institucional S.A. CCTVM
Av Brig Faria Lima, 3400 – 9º andar

Appendix: CMIN 
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Figure 1. CMIN – Income Statement in R$ Millions (Genial Est. 2024-2028)

Figure 2. CMIN – Cash Flow in R$ Millions (Genial Est. 2024-2028)

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

Net Revenue 15.088 15.022 16.009 21.694 23.006

(-) COGS (8.307) (8.321) (8.623) (11.531) (13.118)

Gross Profit 6.781 6.702 7.386 10.164 9.888

(-) SG&A and others (2.240) (1.951) (2.071) (2.807) (2.979)

EBITDA 4.977 6.099 7.068 9.499 9.436

(+/-) Financial Result (648) (124) (275) (394) (548)

EBT 4.329 5.975 6.793 9.105 8.888

(-) Taxes (974) (1.326) (1.474) (2.105) (1.907)

Net Income 2.257 3.299 3.563 4.856 4.451

Profitability

Net Margin (%) 14,96% 21,96% 22,26% 22,38% 19,35%

Cash Flow 2024E 2025E 2026E 2027E 2028E

Net Revenue 15.088 15.022 16.009 21.694 23.006

(-) COGS (8.307) (8.321) (8.623) (11.531) (13.118)

Adjusted EBITDA 4.977 6.099 7.068 9.499 9.436

EBIT 3.879 4.749 5.312 7.355 6.906

(-) Taxes (974) (1.326) (1.474) (2.105) (1.907)

(+) D&A 1.098 1.350 1.756 2.144 2.530

(+/-) Δ WK 131 51 15 280 207

(-) Capex (2.082) (4.825) (5.031) (5.367) (5.767)

FCFF 2.052 (1) 578 2.307 1.968
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Figure 1. Gerdau – Income Statement in R$ Millions (Genial Est. 2024-2028)

Figure 2. Gerdau– Cash Flow in R$ Millions (Genial Est. 2024-2028)

Appendix: Gerdau 

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

Net Revenue 65.953 67.829 66.093 65.557 65.344

(-) COGS (56.337) (55.654) (53.917) (53.106) (52.033)

Gross Profit 9.616 12.174 12.177 12.451 13.312

(-) Expenses (2.441) (3.023) (2.957) (2.940) (2.933)

Adjusted EBITDA 10.897 14.226 14.507 15.010 16.073

(-) D&A (3.011) (3.853) (4.098) (4.319) (4.518)

EBIT 7.394 9.830 9.880 10.167 11.032

(+/-) Financial Result (1.099) (453) (342) (50) 142

(-) Taxes (880) (1.275) (1.296) (1.375) (1.533)

Net income 5.416 8.102 8.241 8.742 9.641

Profitability

  Net margin (%) 8,21% 11,94% 12,47% 13,33% 14,75%

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

Net Revenue 65.953 67.829 66.093 65.557 65.344

(-) COGS (56.337) (55.654) (53.917) (53.106) (52.033)

Adjusted EBITDA 10.897 14.226 14.507 15.010 16.073

EBIT 7.394 9.830 9.880 10.167 11.032

(-) Taxes (880) (1.275) (1.296) (1.375) (1.533)

(+) D&A 3.011 3.853 4.098 4.319 4.518

(+/-) Δ WK (663) (260) 194 99 143

(-) Capex (5.615) (5.676) (5.739) (5.802) (5.866)

FCFF 3.248 6.473 7.137 7.407 8.295
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Figure 1. CSN – Income Statement in R$ Millions (Genial Est. 2024-2028)

Figure 2. CSN – Cash Flow in R$ Millions (Genial Est. 2024-2028)

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

Net Revenue 42.907 47.035 51.041 58.920 63.289

(-) COGS (27.633) (28.885) (29.402) (33.161) (35.222)

Gross Profit 15.274 18.150 21.639 25.759 28.067

(-) SG&A and others (7.089) (8.124) (8.207) (8.678) (8.627)

EBITDA 8.184 10.026 13.432 17.081 19.440

(+/-) Financial Result (4.400) (3.873) (4.362) (4.874) (5.230)

EBT 172 1.991 4.342 6.941 8.369

(-) Taxes (469) (681) (1.389) (2.221) (2.678)

Net Income (297) 1.310 2.952 4.720 5.691

Profitability

Net Margin (%) -0,69% 2,78% 5,78% 8,01% 8,99%

Cash Flow 2024E 2025E 2026E 2027E 2028E

Net Revenue 42.907 47.035 51.041 58.920 63.289

(-) COGS (27.633) (28.885) (29.402) (33.161) (35.222)

Adjusted EBITDA 8.184 10.026 13.432 17.081 19.440

EBIT 4.590 5.864 8.703 11.814 13.599

(-) Taxes (469) (681) (1.389) (2.221) (2.678)

(+) D&A 3.595 4.163 4.728 5.266 5.841

(+/-) Δ WK (1.080) (372) (4) (866) (562)

(-) Capex (4.485) (6.142) (6.113) (5.586) (5.629)

FCFF 2.151 2.831 5.926 8.408 10.571
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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. 2024-2028)

Appendix: Usiminas

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

Net Revenue 25.829 26.910 28.261 29.729 30.598

(-) COGS (24.243) (23.957) (25.103) (25.479) (26.601)

Gross Profit 1.586 2.954 3.159 4.250 3.997

(-) Expenses (1.232) (991) (993) (1.039) (1.053)

Adjusted EBITDA 1.493 3.191 3.414 4.467 4.189

(-) D&A (1.216) (1.228) (1.248) (1.256) (1.244)

EBIT 402 1.963 2.166 3.211 2.945

(+/-) Financial Result (494) (126) (167) 143 505

(-) Taxes 144 (1.020) (1.110) (1.862) (1.915)

Net income 324 817 889 1.492 1.534

Profitability

  Net margin (%) 1,26% 3,04% 3,15% 5,02% 5,01%

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

Net Revenue 25.829 26.910 28.261 29.729 30.598

(-) COGS (24.243) (23.957) (25.103) (25.479) (26.601)

Adjusted EBITDA 1.493 3.191 3.414 4.467 4.189

EBIT 402 1.963 2.166 3.211 2.945

(-) Taxes 144 (1.020) (1.110) (1.862) (1.915)

(+) D&A 1.216 1.228 1.248 1.256 1.244

(+/-) Δ WK 1.208 (650) 88 (121) (471)

(-) Capex (1.106) (1.436) (1.436) (1.149) (1.092)

FCFF 1.863 85 955 1.335 711
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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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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 Auerbach Grayson & 

Company LLC ("AGCO"), a registered broker dealer in the United States with an office at 20 West 55th Street New York, 

NY 10019, (212) 453-3523 . 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.

If the report is to be distributed to anyone other than Major U.S. Institutional Investors in the United States. AGCO 

accepts responsibility for the contents of this report as provided for in relevant SEC releases and SEC staff no-action 

letters.

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 Auerbach Grayson & Company 

LLC ("AGCO") 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 

Auerbach Grayson & Company LLC ("AGCO") 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.
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