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KLABIN
40Q24 Preview: Paper resilience vs. pulp volatility

(i) Kraftliner shipments reaching 136Kt Genial Est. (-3.9% q/q; +32.8% y/y), with
realized prices closing at R$3,997/t Genial Est. (+5% q/q); (ii) Paperboard
shipments projected at 201Kt Genial Est. (-2.8% q/q; +1.7% y/y), with realized
prices at R$5.481/t Genial Est. (+0.5% q/q); (iii) Sales volume of Corrugated
boxes should indicate growth in demand above GDP, with support from the
Figueira Project, shipments should stand at 228Kt Genial Est. (-3.4% q/q; +5.7%
y/y), a slight sequential drop due to the seasonality slowdown. We expect a higher
value-added mix, evidenced by the realization of prices of R$5,977/t Genial Est.
(+3.0% q/q); (iv) Shipments of Industrial bags should partially recover, reaching
39Kt Genial Est. (+11.5% q/q; +22.4% y/y), with flat prices; (v) In the Pulp
division, with the resumption after the maintenance carried out in 3Q24, we
expect volumes to accelerate sequentially, with BHKP at 272Kt Genial Est.
(+21.7% q/q; -8.6% y/y) and, for BSKP+Fluff, we project 110Kt Genial Est. (+12.3%
a/q; -3.8% y/y); (vi) For realized prices, we expect BHKP to contract to R$3,829/t
Genial Est. (-7.4% g/q) and BSKP+Fluff to slow to R$5,418/t Genial Est. (-3% q/q);
(vii) We estimate consolidated Net Revenue of R$5,1bn Genial Est. (+2.3% q/q;
+13.6% y/y); (viii) We will probably witness cost pressure from the USD/BRL Fx
rate on inputs, especially chemicals, which should expunge part of the dilution of
fixed costs from the expansion in pulp volume. Therefore, COGS/t ex. stoppages
is projected at R$1,193/t Genial Est. (+3.1% q/q); (ix) EBITDA reaching R$1.9bn
Genial Est. (+4.2% qg/q; +11.8% y/y); (x) Net Income at R$401mn Genial Est. (-
45.2% q/q), detracted by financial expenses, due to the Fx rate variation; (xi) We
expect an improvement in FCFF for 4Q24, although challenges persist in FCFE;
(xii) We believe valuation remains attractive, trading at 6.2x EV/EBITDA 25E (vs.
~7x in historical average. We reiterate our BUY rating, with a 12M Target Price of
R$27.00, representing an upside of +29%.
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Table 1. Shipments Summary (4Q24 Genial Est.)

e ——————
1

(Thousand Tonnes - kt) Genial Est. | Reported Reported

Summary (Shipments) 4Q24E 3Q24A %q/q 4Q23A %Yyly
Kraftliner o136 ! 133 2,0% 99 37,0%
Paperboard I201 1 207 -2,8% 198 1,7%
Corrugated boxes i 228 i 236 -3,4% 215 5,7%
Industrial Bags ! 39 ! 35 11,5% 32 22,4%
BHKP Pulp Io2m2 1 224 21,7% 298 -8,6%
BSKP + Fluff Pulp 110 i 98 12,3% 114 -3,8%

___________

Source: Genial Investimentos, Klabin

KLBN11 BZ Equity
Buy

Price: R$ 20.93 (21-Feb-2024)
Target Price 12M: R$ 27.00

Table 2. Income Statement Summary (4Q24 Genial Est.)

(RS millions) | Genial Est. | Reported

Income Statement 4Q24E 3Q24A %adq/q

Net Revenue ' 5112 | 4999 2,3%

Adjusted EBITDA | 1881 | 1805 4,2%

Net Income I 400 | 729 -45,2%

Reported
4Q23A %Yyly

4.500 13,6%
1.683 11,8%
375 6,6%

Source: Genial Investimentos, Klabin
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Klabin will release its 4Q24 results on February 26, before the market opens. We
expect improvements in realized prices for kraftliner (+5% q/q), paperboard
(+0.5% q/q) and corrugated boxes (+3% qg/q), driven by a still heated demand for
packaging, slight improvement in grades for Paperboard helping to compose the
sales mix and with the PM28 ramp-up supporting volume on an annual basis,
especially for Kraftliner. Even so, the main product lines, with the exception of
Kraftliner, should cool down their respective shipments in the face of a
sequential slowdown, albeit mild and typical between 3Qs and 4Qs, in addition
to the maintenance stoppage at Monte Alegre (PR).

As for the Pulp division, the realized prices should be lower, reflecting the
contraction observed in the BHKP curve in China (-12.3% q/q), in addition to the
BSKP benchmark in Europe, which also contracted, but to a lesser extent (-5.3%
g/q). This will inevitably affect the company's results, although it will be able to
partially mitigate this effect in the face of a strong appreciation of the USD/BRL
Fx rate. On the other hand, shipment levels should expand for BHKP (+21.7% q/q)
and BSKP (+12.3% q/q), which would be justified by the significant recovery after
the scheduled stoppages, mainly in Ortigueira (PR) last quarter, accompanied by a
gradual improvement in logistical bottlenecks.

These trends should result in a projected consolidated Net Revenue of R$5,1bn
Genial Est. (+2.3% q/q; +13.6% vy/y). In contrast, COGS/t incl. stoppages is
estimated at R$1,493/t Genial Est. (-11.9% q/q; +13.2% vy/y), reflecting the
resumption of cost dilution after high impact maintenance schedule that took
place in 3Q24. This scenario, combined with pressure on prices and volumes in the
Pulp segment, should result in consolidated EBITDA of R$1.9bn Genial Est. (+4.2%
q/q; +11.8% y/y). Net income is projected at R$400mn Genial Est. (-45.2% q/q;
+6.6% y/y), mainly impacted by the negative financial result resulting from the Fx
rate variation pressure, largely on debts.

Even in the face of a downward cycle in pulp prices - which should influence the
sector's results in 4Q24 and 1Q25 - we believe that Klabin offers a very attractive
business model, with ~66% of expected EBITDA coming from the Paper &
Packaging segment, which retains more of the price dynamics and guarantees
less volatility in results. This mix, combined with good market prospects, with less
cyclical trends and warming demand, reinforces our bullish bias about the
company's performance.

4Q24 Preview: In detail!

Kraftliner: Shipments to rise strongly y/y due to PM28 ramp-up. We estimate
that kraftliner sales could reach 136Kt Genial Est. (+2.0% q/q; +37.0% y/y), following
a positive trend in the segment driven by the gradual recovery in demand and
adjustments to the operational mix. The sequential growth, although modest,
indicates a possible improvement in the logistical bottlenecks that still limit more
expressive expansions in the volume sold. On a year-on-year basis, the significant
increase reinforces the view that the company is reaping the rewards of the
investments it has recently made to increase capacity, mainly through the ramp-up
of PM28.
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For the realized price, we project R$3,997/t Genial Est. (+5.0% q/q; +17.5% y/y),
reflecting the readjustments announced throughout the year. This increase would
be explained by a greater capture of previously adjusted prices, while the impact of
the carry-over, which had been restricting advances in previous quarters, should
continue to diminish. We believe Klabin's decision to prioritize Kraftliner vs.
paperboard in the PM28 ramp-up process comes in the face of constraints in slowly
migrating production to paperboard due to pending approvals of higher value-
added grades. In the meantime, the company is focusing on capturing price gains in
Kraftliner, which is at a good momentum.

Paperboard: PM28 shift continues slowly, shipments reduced by seasonality.
The gradual transition process from PM28 to paperboard production continues to
take a long time, due to the approvals still in progress with the client’s portfolio,
mainly for specific grades with higher added value in the food packaging segment.
In addition, maintenance stoppages, whether Ortigueira (PR), which affected PM27
and PM28 last quarter, or Monte Alegre (PR) this quarter - which is more specialized
in paperboard - may also have influenced the dynamics of the figures. As a result,
we estimate paperboard shipments at 201Kt Genial Est. (-2.8% q/q; +1.7% v/y),
reflecting a slight sequential slowdown.

For the realized price, our model points to R$5,481/t Genial Est. (+0.5% q/q; -1.4%
y/y), suggesting a marginal improvement given the mix, with price dynamics still
influenced by competition in the international market and limited value capture.

Corrugated Boxes: Small sequential drop in shipments, slightly better price
mix. We estimate corrugated boxes shipments to reach 228Kt Genial Est. (-3.4%
q/q; +5.7% yly), reflecting a still solid performance. The slight sequential decline
should be attributed to seasonal demand slowing down between 3Qs and 4Qs, but
the year-on-year growth confirms the resilience of packaging demand in the
domestic market, sustained mainly by the consumption of essential goods and the
increase in protein exports such as beef, which will hit a record in 2024, driven by
the gain in competitiveness stemming from the depreciation of the BRL vs. USD.
The Figueira Project (SP), with its strategic location, continues to contribute to
optimizing logistics and supporting the segment's growth.

As for the realized price, we project R$5,977/t Genial Est. (+3.0% q/q; +2.0% y/y),
indicating a consistent recovery in prices, reflecting (i) the mix of products with
higher added value and (ii) the pass throughs already made previously. We believe
that prices should continue without significant adjustments, even with demand still
hot nowadays. Although this doesn't seem to have happened yet, it's worth
remembering that the increase in the SELIC rate may reduce demand for durable
goods throughout 2025, impacting the packaging segment.

Industrial Bags: Total annual volume moving sideways, improvement in 2H24.
We believe that the industrial bags should show an improvement in sales, with
shipments expected to reach 39Kt Genial Est. (+11.5% q/q; +22.4% y/y), especially
reflecting the cement segment, which has shown signs of gradual recovery.
However, the operation would operate close to the company's maximum capacity,
which limits further gains in the short term. We expect the total volume in 24E to be
close to that of 23A (~142Ktpy).
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For the realized price, we project R$9,104/t Genial Est. (-0.2% q/q; +2.0% y/y),
suggesting a stabilization in the prices charged. Price dynamics continue to be
influenced by factors such as the carry-over effect and demand which, although
growing, is not yet strong enough to drive significant increases. We expect prices to
keep pace with inflation in 2025, with greater predictability in capturing margins,
supported by a more favorable scenario in the construction sector and stable
demand in other markets, such as food and animal nutrition.

Pulp: Shipments resumed after maintenance last quarter, with a drop in price.
We believe that BHKP shipments should reach 272Kt Genial Est. (+21.7% q/q; -8.6%
yly), reflecting a significant recovery after the scheduled stoppages in 3Q24,
especially at Ortigueira (PR). This upturn in volume is accompanied by a gradual
improvement in logistical bottlenecks, although we are still witnessing limitations
at the port of Paranagua (PR). Despite the significant sequential growth, the year-
on-year comparison shows an expected slowdown. For BSKP+Fluff, we estimate
shipments of 110Kt Genial Est. (+12.3% q/q; -3.8% y/y), indicating a recovery, but at
a still moderate pace due to the production mix and seasonality of demand.

In terms of realized price, for BHKP we project R$3,829/t Genial Est. (-7.4% q/q;
+32.4% vyly), reflecting (i) the pressure exerted by the slowdown in the Chinese
market, whose fiscal boosts failed to offset the downturn in the manufacturing
sector in December (-1pt. m/m; -0.6pt. vs. consensus; at 49.1pt. of the PMI) and (ii)
the sharp contraction in global reference prices (-12.3% qg/q). Exposure to the
export market in the pulp segment means that the appreciation of the USD/BRL Fx
rate has partially mitigated the fall in pulp prices in USD. Despite this, the weak
base of the previous year sustains a significant advance on an annual basis. For
BSKP+Fluff pulp, we project R$5,418/t Genial Est. (-3.0% q/q; +21.0% y/y), with
greater exposure to the European curve, highlighting (iii) positive adjustments to
the sales mix and (iv) the cushioning of the drop that began last quarter. Looking
ahead, we expect the pulp segment to maintain a recovery path throughout 2025,
driven by the normalization of supply and the gradual stabilization of global prices.

Net revenue up slightly, driven by Krafliner and resumption of pulp shipments.
We project consolidated net revenue of R$5.1bn Genial Est. (+2.3% q/q; +13.6% y/y),
reflecting a slight sequential improvement and expressive year-on-year growth.
The paper segment is expected to contribute net revenue of R$1.6bn Genial Est.
(+0.6% q/q; +14.6% y/y) due to the PM28 ramp-up and better conditions in
kraftliner, while the packaging division is expected to reach R$1.7bn Genial Est.
(+1.7% q/q; +11.2% y/y), driven by the resumption of performance in industrial bags
(+11.3% q/q), which has the company's highest realized price. Pulp net revenue is
projected at R$1.6bn Genial Est. (+11.3% q/q; +19.3% y/y), benefiting from the
resumption of volumes after the maintenance stoppage in Ortigueira (PR), which
affected the level of shipments last quarter.
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Table 3. Net Revenue Klabin (4Q24 Genial Est.)

4Q24E 3Q24A 4Q23A
(RS Millions) Genial Est. Reported % q/q Reported %yly
Net Revenue 5.112 4,999 2,3% 4,500 13,6%
Paper 1.645 1.635 0,6% 1.436 14,6%
Packaging 1.714 1.686 1,7% 1.542 11,2%
Pulp 1.638 1.471 11,3% 1.373 19,3%
Wood 47 128 -62,9% 46 4,0%
Others 67 79 -15,3% 103 -35,0%

Source: Genial Investimentos, Klabin

COGS/t with lower stoppages but impacted by Fx rate effect. We estimate that
COGS/t ex. stoppages will reach R$1,193/t Genial Est. (+3.1% q/q; -9.6% V/y),
reflecting a moderate sequential increase due to (i) pressure on the USD/BRL Fx
rate, mainly on chemical inputs quoted in USD. This factor will probably exclude
the (ii) effect of the dilution of fixed costs resulting from the expansion in pulp
volume (+18.6% q/q) and the (iii) reduction in wood costs, as well as the (iv)
generation of surplus energy.

On the other hand, COGS/t incl. stoppages is projected at R$1,493/t Genial Est. (-
11.9% q/q; +13.2% y/y), with a significant reduction on a sequential basis, given
that last quarter was impacted by larger-scale stoppages, including the Ortigueira
(PR), Correia Pinto (SC), and PM27/28 units. However, although it has a smaller
impact, this quarter's maintenance stoppage is at Monte Alegre (PR), of which we
estimate a cost of~R$100mn.

EBITDA up just a little gq/q, with paper & packaging offsetting the fall in pulp
division. We estimate a consolidated adjusted EBITDA of R$1.9bn Genial Est.
(+4.2% q/q; +11.8% vy/y), reflecting a slight improvement in the sequential
movement, but accelerating high single digit, given the ramp-up of PM28, an
adjunct to the Figueira project, as well as better pulp prices y/y. We believe that the
modest increase expected for the g/q base could be higher if it weren't for an
increase in SG&A, characteristic of the 4Qs (+50% Genial Est. g/q), in addition to the
significant drop in the reference price of BHKP and BSKP. The Paper & Packaging
segment should be the main driver of results, with projected EBITDA of R$1.2bn
Genial Est. (+13.2% q/q; +10.5% y/y). On the other hand, the Pulp unit is forecasting
EBITDA of R$638mn Genial Est. (-9.8% q/q; +28.8% y/y), with the sequential
increase in volume following the return to activity in Ortigueira (PR) failing to
compensate for shrinking prices.

Table 4. EBITDA Klabin (4Q24 Genial Est.)

4Q24E 3Q24A 4Q23A
(RS Millions) Genial Est. Reported %q/q Reported
Adjusted EBITDA 1.881 1.805 4,2% 1.683 11,8%
Paper & Packaging 1.243 1.098 13,2% 1.124 10,5%
Pulp 638 708 -9,8% 495 28,8%

%yly

Source: Genial Investimentos, Klabin
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Net income with strong retraction due to Fx rate adjustment. Our projection
indicates a Net income of R$401m Genial Est. (-45.0% q/q; +6.9% y/y), reflecting a
significant sequential reduction impacted mainly by the increase in financial
expenses arising from the fair value adjustment of USD-denominated debts (~85%)
due to the acceleration of the USD/BRL exchange rate (~R$1bn), which should be

offset to a lesser extent by the tip of foreign exchange gains.

Table 5. Income Statement (4Q24 Genial Est.)

4Q24E 3Q24A 4Q23A
(RS Millions) Genial Est. Reported % q/q Reported %yly
Net Revenue 5.112 4,999 2,3% 4.500 13,6%
COGS (3.193) (3.468) -7,9% (3.181) 0,4%
Adjusted EBITDA 1.881 1.805 4,2% 1.683 11,8%
EBITDA Margin (%) 36,8% 36,1%  0,68p.p 37,4% -0,61p.p
EBIT 1.088 1.220 -10,8% 866 25,7%
EBIT Margin (%) 21,3% 24,4% -3,13p.p 19,2%  2,04p.p
D&A (1.161) (1.014)  14,5% (953)  21,9%
Financial Result (569) (403) 41,2% (324) 75,6%
Net Income 401 729 -45,0% 375 6,9%
Net Margin (%) 7,8% 14,6% -6,74p.p 8,3% -0,49p.p

Source: Genial Investimentos, Klabin

Our Take on Klabin

For 2025, we expect a slowdown in some segments, with resilience in others.
The outlook for 2025 points to a mixed scenario for the company's many segments.
For (i) corrugated boxes, we believe that demand should remain robust for
essential sectors - such as food and consumer staples - even in the face of the risk
of a downturn in demand for durable goods (home appliances and electronics, for
example) due to the acceleration in the SELIC rate, leading to a contraction in the
credit supply. On the other hand, for the (ii) industrial bags segment, we project
slight growth in volume and price, driven by the recovery seen in the cement
demand, covering the civil construction sector in 2H24, a trend that could extend
into 25E, due to the infrastructure build up activity and the sequencing of Minha
Casa, Minha Vida (MCMV) projects, which are less dependent on interest rates.

As for (iii) paperboard, the company remains focused on the approval of new
specific grades throughout 2025, which in turn would lead to a price increase as
they are less commoditized and more on demand for clients, mainly in the food
industry. For (iv) kraftliner, we expect the good momentum to continue, with
prices stabilizing after successive transfers in 2H24. It is worth remembering that
we should still see the realized price rise in both 4Q24 and 1Q25 due to the
carryover effect, with a portion of sales still being made at lagged prices, composed
before some rounds of readjustments.
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We believe that we have already passed the bottom of this cycle in pulp. In the
pulp segment, price volatility increased at the end of 3Q24, especially in BHKP,
driven by margin pressure on Chinese paper producers, particularly in the tissue
sector, and by the start of operations of new production capacities - such as
Suzano's Cerrado Project, through the new plant in Ribas do Rio Pardo (MS) and
Liansheng's new integrated line in Zhangpu (China), which together add ~4Mtpy to
the market. These capacity additions ended up returning the feeling of oversupply
of market pulp, putting voracious pressure on prices between Q3 and Q4. However,
signs of recovery emerged at the beginning of 2025, when pulp prices showed an
unexpected increase.

Our reading is that BHKP China prices will stabilize at ~US$570/t in April, rising to
USS$630/t Genial Est. by 2Q25, driven by an improvement in demand and possible
capacity cuts in old plants by major players, although the sustainability of this
movement will have to be closely monitored. As such, we believe that the bottom of
this cycle was the US$550/t marked in December. For BSKP Europe, we have seen a
compression in the spread vs. BHKP in recent months, so we believe that the
spread could rise again by 2H25, as we see room in the face of the reduced supply
of long fiber.

The cooling down movement of the Fx rate has influenced the fall in shares this
year. It is important to comment that although the USD/BRL Fx rate is cooling
down, having contracted by -8% YTD, and driving the very similar -9% YTD drop in
the company's shares, we still remind investors that Brazil went through its
parliamentary recess period at the beginning of the year and more volatility may
occur throughout 2025. On the international side, the announcements about tariffs
applied by the recent Trump administration ended up raising inflation expectations
in the US, with the Fed adopting a “higher for longer” stance, influencing the
interest rate differential between Brazil (which is on a trajectory of SELIC hikes) and
the US (which will only have a -25bps cut by the end of the year). We expect the Fx
rate to rise again and hover around the ~R$6.00 level throughout 1H25. This
variation directly affects the competitiveness of exports, especially in the pulp and
kraftliner markets.

FCFE should return to positive territory, but still at marginal pace. We believe
that the main indicators point to a scenario of improvement in FCFF for 4Q24,
although challenges persist in FCFE. Our estimate for CAPEX is R$733m Genial Est.
(-4.4% g/q). At the same time, we project a slightly stronger EBITDA (+4.2% q/q),
and a softening in the release of working capital, estimated at +R$481mn. However,
we believe that the main impact on FCFE is again due to (i) net debt funding and
interest paid, and (ii) some Fx rate variation items. As a result, we believe FCFE
should return to positive territory after last quarter's drop due to the Caeté Project
payment. Even so, our model points to a figure that is only marginally positive, with
a visible improvement from 1Q25 onwards, mainly due to the Plateau Project,
raising +R$1.8bn by 2Q24, with a possible additional +R$900mn of earn out.

When we asked the company if it had any update on the achievement of the metrics
to unlock this additional resource for cash flow, the company commented that it is
following the normal procedure, focusing on the two tranches that would total
+R$1.8bn, but that it does not yet see any major impediments to the additional,
although it cannot clearly specify that it will be unlocked.
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Lower dividends, focusing on the deleveraging process. As we have highlighted
in previous reports, we consider it unlikely that Klabin will pay the cap of its
dividend policy, even after lowering the target to 10-20% of adjusted EBITDA (vs.
15-25% previously). For us, this refers to still-depreciated FCFE levels in the short
term, coupled with the robust debt ratio. Although the company has already
signaled a preference for reducing leverage between the end of 2024 and
throughout 2025, we believe there is still some way to go. Our Dividend Yield for
24E remains at ~5.0%, but we have slightly improved that for 2025E to ~5.5% (vs.
5.1% previously). As for leverage, we believe there will be a slight reduction, to 4x
Net Debt/EBITDA in BRL in 4Q24 (vs. 4.1x in 3Q24), reaching 3.7x in USD. Looking
ahead, we expect the deleveraging path to leave the company at 3.3x Net
Debt/EBITDA 25E (-0.7x in 12M).

Paper resilience vs. pulp volatility. In our analysis, we believe that Klabin
continues to offer a differentiated combination of resilience and growth potential
for investors seeking exposure to the Pulp & Paper sector. In our view, the company
has demonstrated the ability to overcome the challenges of low pulp prices,
leveraging the diversification of its portfolio - with a highlight on the solid
performance of the paper and packaging segments, where demand for kraftliner
and corrugated boxes remains robust, in addition to the incremental price
expectation realized in paperboard with the shift of PM28 production
throughout 2025 as the more specific grades of the homologation process are
approved by clients. In addition, we see the commitment to deleveraging as one
of the triggers for stock appreciation throughout the year.

We believe that 4Q24 will prove once again that the company's diversification
thesis is a significant competitive differentiator. Pulp prices contracted by
double digits vs. last quarter on the BHKP market curve, while for BSKP the drop
was mid-single digit. However, the company's EBITDA should be uplifted a little bit,
due to the more resilient dynamics of the Paper & Packaging segment, which will
make up ~66% of consolidated EBITDA, according to our estimates. In addition, the
valuation remains attractive, with the company trading at 6.2x EV/EBITDA 25E
(below the historical average of ~7x). Our outlook is consolidated on the basis of: (i)
the consistent performance of the Paper and Packaging segments; (ii) the positive
impact of the Plateau Project on improving the capital structure, by reducing
leverage and strengthening financial discipline; and (iii) the continued progress of
strategic ramp-ups - such as PM28 and the Figueira Project - which expand the
portfolio of higher value-added products and offer prospects for sustainable
growth. Given this scenario, we reiterate our BUY rating, with a 12M Target Price
of R$27.00, representing an upside of +29.00%.
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Appendix: Klabin

Figure 1. Klabin - Income Statement in R$ Millions (Genial Est. 2024-2028)

Income Statement 2024E 2025E 2026E 2027E 2028E
Net Revenue 19.489 20.909 22.128 22465  22.698
(-) CoGs (12.848) (13.821) (14.190) (14.562) (14.813)
Gross Profit 7.569 8.556 8.816 8.747 8.555
(-) Expenses (3.259) (5.199) (5.210) (4.691) (4.408)
Adjusted EBITDA 7.397 7.082 7.049 7.009 7.391
(-) D&A (4.021) (5.494) (4.322) (3.797) (3.915)
EBIT 4.301 3.357 3.606 4.056 4.147
(+/-) Financial Result (1.914) (908)  (1.094) (1.041) (569)
(-) Taxes (493) (532) (546) (386) (455)
Net income 1.908 1.932 1.981 2.643 3.137
Profitability

Net margin (%) 9,79% 9,24% 8,95%  11,77%  13,82%

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

Cash Flow (FCFF) 2024E 2025E 2026E 2027E 2028E
Net Revenue 19.489 20.909 22.128 22.465 22.698
(-) COGS (12.848) (13.821) (14.190) (14.562) (14.813)
Adjusted EBITDA 7.397 7.082 7.049 7.009 7.391
EBIT 4.301 3.357 3.606 4.056 4.147
(-) Taxes (493) (532) (546) (386) (455)
(+) D&A 4.021 5.494 4.322 3.797 3.915
(+/-) A WK (558) (208) (159) (70) (14)
(-) Capex (3.282) (3.279) (2.849) (2.836) (2.588)
FCFF 3.989 4.832 4.374 4.560 5.005
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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 Cambio, Titulos e Valores Mobilidrios S.A. (“GENIAL INSTITUTIONAL CCTVM”). Genial Institutional is a
brand name of Genial Investimentos CCTVM.

Genial Rating

Definition Coverage
Expected return above +10% in relation to the Company's sector average 49%
Expected return between +10% and -10% relative to the Company's industry average 41%
Expected return below -10% in relation to the Company's sector average 5%
under Review Under review 5%

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 orincome 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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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 ("AGCQ"), 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 at 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 ("AGCQ") 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 2024 GENIAL INSTITUTIONAL CCTVM
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