
The MPF statement quotes: “Although Vale had authorization to temporarily 
deposit tailings at the site, the environmental license expressly prohibited the 
construction of any containment structure (such as a dam) within the pit.” The 
outflow affected streams connected to the Maranhão and Paraopeba river basins, 
with water turbidity reportedly exceeding legal limits. The water overflow first 
occurred at the Fábrica mine (MG), and the MPF also cited a roughly 10-hour delay 
in company’s notification to authorities (vs. a 2-hour legal limit) and mentioned a 
second, similar incident at the Viga mine (MG) on the following day. 

The requests include (i) freezing R$1bn (~US$190mn) in cash and equivalents, 
halting operations at Pit 18th zone (except for emergency works), (ii) hiring 
independent technical advisors, (iii) conducting environmental analyses, and (iv) 
identifying other improvised structures, under daily fines of R$500k in case of non-
compliance. The statements from the MPF can be found at the attached link (link, 
original text in Portuguese). 

Our Take on Vale

Comparison with previous disasters seems excessive. Recent water overflow 
incidents (25-Jan) at Vale’s Fábrica (MG) and Viga (MG) operations generated short-
term press headline noise, but we do not believe they warrant a precautionary 
reassessment of the equity story. The events were caused by heavy rainfall and 
originated from mining pits, not tailing dams, (i) involved no mining 
waste, (ii) resulted in no casualties, and (iii) did not affect local communities. As 
such, any comparison with past dam-related tragedies (Brumadinho and Mariana) 
is, in our view, misplaced and should not be considered from an analytical or risk-
assessment standpoint. From an operational perspective, although the 
municipality of Congonhas (MG) has suspended operating licenses until 
investigations and repairs are carried out at the mine site, the impact also remains 
limited. In conversations we had today with the company, it reiterated that no 
mining waste was released. 

VALE

Water Outflows-MG: Operationally manageable, legally less clear 

  

AnalystsWhat happened? 

Brazil’s Federal Public Prosecutor’s Office (MPF) filed an urgent lawsuit against 
Vale, requesting the freeze of R$1bn in cash and equivaments and the suspension 
of activities and transfer rights at the Fábrica mine (MG) following an outflow event 
on Jan 25. According to the MPF, around 262 thousand m³ of water and 
sediments leaked from Pit 18th zone after heavy rainfall led to the collapse of an 
improvised containment structure built on an internal access road — allegedly in 
breach of the site’s environmental license. 
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https://www.mpf.mp.br/comunicacao/noticias/2026/mpf-pede-bloqueio-de-r-1-bilhao-da-vale-e-interrupcao-de-atividades-apos-vazamento-em-mina


The MPF's own statement says, "As this road was not designed to withstand such 
pressure, it collapsed after heavy rainfall, releasing a wave of mud and water into 
the environment and even reaching the offices of a neighboring mining company 
(in this case, CMIN). After discussions, we note that both Vale’s material fact and the 
MPF’s statement refer to the release of water with sediments (mud and dirt), not 
tailings, and there is no reference to dam failure or tailings disposal. 

Operationally manageable, legally less clear… In fact, it still seems to us to be an 
accident of much smaller proportions than previous disasters involving dams. 
Conversely, it is important to keep in mind that the MPF statement mentions that 
the company's environmental license states that it could not build any 
containment structures in the pit. Although the water outflow did not occur from 
a mining dam rupture, nevertheless, according to the MPF's argument, there was a 
containment structure (what was prohibited by the license) which was damaged 
by the rains’ pressure. This is the point that may cause greater complexity for the 
complete resolution of the matter from a legal standpoint. Based on what we 
know so far, we cannot say that the company actually violated the terms of its 
environmental license. Nevertheless, this will be an additional legal burden given 
the nature of the MPF's statement. Therefore, we believe that the company will 
need a little more time to reestablish operations at both locations. Fábrica and Viga 
together account for ~8Mtpy (2% of the unchanged output guidance 26E – we are 
assuming 340Mt, mid-point), implying that even a full-quarter suspension would 
translate into a manageable production loss of ~2Mt.

Reiterating the NEUTRAL bias. Added to this risk factor, as we already pointed out 
in our last report (Vale 4Q25 Preview), we still believe the equity catch up is fully 
complete (we downgraded the company last week). Following a sharp rally of 
+55% in 6M (~2/3 of that in 60 days), largely driven by (i) strong foreign inflows into 
Brazilian equities and (ii) iron ore upshift (+10% in 6M), the company’s market cap 
now stands broadly in line with what we view as fair value under our model, as we 
now calculate the FCF yield 26E at 9% (vs. 14% previously), creating a compression 
of -5p.p. in 60 days. Looking at multiples, the EV/EBITDA 26E is now 
at 5.3x (slightly above the historical average of 5x), also indicating that the previous 
discount has been purged. On the dividend side, there was also a decline to a 26E 
dividend yield of ~8% (vs. 12% previously). Therefore, to sum up, even though this 
is incomparable to what Vale’s has been through since Mariana and Brumadinho’s 
environmental disasters, we see this case as a possible additional induction that 
supports our NEUTRAL rating for now. 
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Figure 1. Vale – Income Statement in US$ Millions (Genial Est. 2025-2028)

Figure 2. Vale– Cash Flow in US$ Millions (Genial Est. 2025-2028)
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Income Statement 2025E 2026E 2027E 2028E
Net Revenue 38.259 39.346 41.232 42.560

(-) COGS (25.223) (26.272) (28.329) (30.428)
Gross Profit 13.036 13.074 12.902 12.132

(-) Expenses (3.625) (3.813) (3.998) (4.149)
Proforma EBITDA 15.536 15.339 15.268 14.548

(-) D&A (3.040) (3.126) (3.276) (3.382)
EBIT 9.411 9.261 8.904 7.983

(+/-) Financial Result (422) (793) (874) (888)

(-) Taxes (724) (476) (431) (385)
Net income 8.583 8.656 8.302 7.445

Profitability

  Net margin (%) 22,4% 22,0% 20,1% 17,5%

Cash Flow (FCFF) 2025E 2026E 2027E 2028E
Net Revenue 38.259 39.346 41.232 42.560

(-) COGS (25.223) (26.272) (28.329) (30.428)
Proforma EBITDA 15.536 15.339 15.268 14.548

EBIT 9.411 9.910 10.173 9.253

(-) Taxes (724) (476) (431) (385)

(+) D&A 3.040 3.126 3.276 3.382

(+/-) Δ WK 105 88 878 721

(-) Capex (5.496) (5.725) (6.040) (6.243)
FCFF 6.335 6.923 7.857 6.727
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whatsoever for the actions of third parties in this respect.
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statement or summary of any securities, markets, reports or developments referred to in this research report. Neither 
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GENIAL INSTITUTIONAL CCTVM may rely on information barriers, such as “Chinese Walls” to control the flow of 
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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 
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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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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 
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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.
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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 
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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 
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GENIAL INSTITUTIONAL CCTVM’s proprietary data or data available to GENIAL INSTITUTIONAL CCTVM. 

Equity

Research

Genial Institucional S.A. CCTVM
Av Brig Faria Lima, 3400 – 9th floor

January 28 of 2026

Genial Institucional S.A. CCTVM



www.bancogenial.com 

(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. 

Equity

Research

Genial Institucional S.A. CCTVM
Av Brig Faria Lima, 3400 – 9th floor

January 28 of 2026

Genial Institucional S.A. CCTVM



www.bancogenial.com 

Equity

Research

Genial Institucional S.A. CCTVM
Av Brig Faria Lima, 3400 – 9th floor

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. 
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