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4Q14 results: strong results exceed expectations  
 
BRF released very strong results underpinned by (i) peak season, (ii) solid operational 
results, especially in the international market, (iii) lower grain prices, and (iv) further 
efficiency gains captured through structural improvements. In the 4Q14 the company 
reached a Ebitda of BRL 1.8 billion (+125,6% YoY and 21% above consensus), while Ebitda 
margin beat the record of 21,9%, from 10,4% in the 4Q13, helped also by a non-recurring 
operating gain related to the sale of its beef division. 
  
Domestic Market: recovering volumes. The challenging scenario in the domestic market 
remains offset by Go to Market and Zero Based Budget initiatives. Although the average 
price fell 2.7%, sales volume grew 10.6% compared to 4Q13 and led an increase of 7.6% 
YoY in revenue. Due to lower costs and declining SG&A expenses, the Ebit of the unit 
climbed to BRL 723 million (+78.8 YoY), and Ebit margin ascended 7.4 pp to 18.6%. 
 
International Market: another great quarter. Pursuing the strategy of focus on high-
margin customers, BRF presented one more successful quarter. Despite the fall of 11% in 
volume, revenue reached 5% growth (BRL 3.5 billion) due to an increase of 17.9% in 
average prices YoY. Accompanied by structural progress, the unit achieved an Ebit of 
BRL 581 million, from BRL 21 million in the 4Q13, while Ebit margin increased 15.6 pp to 
16.2%. 
 
Working Capital and Cash. BRF reported lower levels of cash conversion cycle in the 
4Q14 (36.9 days vs. 41.8 in the same period last year), which shows that the company 
succeeded in resource allocation and use of working capital. As a result, a positive growth 
of 170.9% in FCF was recorded and it enabled the company to decrease the leverage to 
1.04x.  
 
Outlook. Structural improvements coming from turnaround started in 2013 combined with a 
favorable scenario for chicken producers led BRF to higher solid results in 2014. We 
highlight some factors that should help the company to sustain margins in a more adverse 
scenario this year: (i) all initiatives that have been implemented and shown results, (ii) 
upcoming projects, mainly in international footprint, (iii) expectations of dollar appreciation 
and (iv) a positive international demand through opening up of new markets.  

On the other hand, we also point out the company risk exposure: (i) any embargoes and 
geopolitical issues, (ii) a reverse of the big drop in grain prices noticed in 2014 that may 
push costs, (iii) global economic growth remaining relatively low, negatively affecting sales 
volumes, and (iv) water and energy shortage. We maintain our BRFS3 target price of BRL 
70.3 for YE2015, with Outperform recommendation.  

 

BRL million * 4Q14 QoQ YoY 2014 YoY 

Net Revenue 8,047 11.2% 6.8% 29,007 4% 

Gross Profit 2,687 25.3% 38.3% 8,509 23% 

Gross Margin (%) 33.4% 3.8 p.p. 7.6 p.p. 29.3% 4.5 p.p. 

EBITDA 1,762 55.9% 126% 4,709 56% 

EBITDA Margin (%) 21.9% 6.3 p.p. 11.5 p.p. 16.2% 5 p.p. 

Net Income 991 73.3% 335% 2,135 110% 

Net Margin (%) 12.3% 4.4 p.p. 9.3 p.p. 7.4% 3.7 p.p. 

 

Indebtedness (BRL million) 4Q14 QoQ YoY 

Total Debt 11,847 8.2% 12.4% 

Net Debt 5,032 -6.7% -25.8% 

Net Debt / EBITDA  1.04x -0.36x -1.13x 

 Source: BRF and BB Investimentos; * excluding Dairy operations  
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BRFS3 Outperform 

Last Price 02/27/2015 (BRL) 64.4 

Target Price 12/2015 (BRL) 70.3 

Upside 9,2% 

Market Cap (BRL million) 55,879 

1 Month Change 3.2% 

LTM Change 60.1% 

YTD Change 2.4% 

52w Low (BRL) 42.50 

52w High (BRL) 68.57 

 

Multiples 2015e 2016e 2017e 

EV/EBITDA 11.2x 9.8x 8.8x 

P/E 20.7x 16.4x 15.1x 

EPS (BRL) 3.48 4.28 4.65 

 
 

 

Source: Bloomberg and BB Investimentos 
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Income Statement (BRL million) 2014A 2014E A/E 2013 YoY 

Net revenues 31,727.0 32,493 -2.4% 30,521.0 4% 

Gross Profit 9,118.0 8,729 4.5% 7,568.0 20% 

Gross Margin (%) 28.7% 26.9% 1.9 p.p. 24.8% 3.9 p.p. 

EBITDA 4,897.0 4,664 5% 3,131.0 56% 

EBITDA Margin (%) 15.4% 14.4% 1.1 p.p. 10.3% 5 p.p. 

Net Income 2,225.0 2,206 1% 1,062.0 110% 

Net Margin (%) 7.0% 6.8% 0.2 p.p. 3.5% 3.5 p.p. 

EPS (BRL) 2.55 2.53 0.9% 1.22 109.0% 

ROE (%) 14.1% 13.6% 0.5 p.p. 7.3% 6.8 p.p. 

Source: BRF and BB Investimentos  

 
Actual versus Estimated. Considering BRF’s performance in the entire year, numbers came above our 
estimates, especially EBITDA (+5.0% YoY A/E). Regarding profitability, EBITDA margin was the highlight. It 
came 1.1 pp above ours and excluding the Dairy operations the difference would increase to 1.8 pp. The 
company also reach a positive EPS (2.55), 0.9% above our forecasts and 14% above consensus. 
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RELEVANT INFORMATION 

 

For UK and EU distribution: 
 

This report has been prepared by BB - Banco de Investimento S.A. to provide background information about the companies and 

industries mentioned herein the forward-looking statements, opinions, and expectations contained herein are entirely those of the BB  - 

Banco de Investimento S.A. the reader is cautioned that actual results may differ materially from those set forth in any forward-looking 

statements herein BB - Banco de Investimento S.A. has no authority whatsoever to give any information or make any representation or 

warranty on behalf of the companies or any other person in connection therewith in particular, the opinions and projections expressed 

herein are entirely those of BB - Banco de Investimento S.A. and are given as part of its normal research activity.  
 

While the information contained herein is derived from publicly available sources, BB - Banco de Investimento S.A. has not 

independently verified all the information given in this document accordingly, no representation or warranty, express or implied, is made 

as to the accuracy, completeness or fairness of the information and opinions contained in this document none of BB - Banco de 

Investimento S.A., the companies mentioned herein or any other person accepts any liability whatsoever (in negligence or otherwise) for 

any loss whatsoever arising from any use of this document or its contents or otherwise arising in connection therewith.  
 

This report does not constitute an invitation or solicitation of an offer to subscribe for or purchase any securities and neither this 

document nor anything contained herein shall form the basis for any contract or commitment whatsoever if the companies should at any 

time commence an offering of securities, any decision to invest in any such offer to subscribe for or acquire securities of the companies 

must be based wholly on the information contained in the international offering circular or Brazilian prospectus issued or to be issued by 

the companies in connection with any such offer and not on the contents hereof. This research report is strictly confidential to the 

recipient, may not be distributed to the press or other media, may not be reproduced in any form and may not be passed on to any other 

person or published, in whole or in part, for any purpose.  
 

This document is being distributed by BB Securities Ltd in the United Kingdom and EU Jurisdictions only to (i) persons who have 

professional experience in matters relating to investments falling within article 19(5) of the financial services and markets act 2000 

(financial promotion) order 2005 (the “order”) or (ii) high net worth entities falling within article 49(2)(a) to (d) of the order (all such 

persons together being referred to as “relevant persons”). This document is directed only at relevant persons and it is not intended to be 

distributed, directly or indirectly, to any other person in the United Kingdom. Any person who is not a relevant person should not act or 

rely on this document or any of its contents. Any investment or investment activity to which this communication relates is available only 

to relevant persons and will be engaged in only with the relevant persons; Other persons should not act or rely on this document or any 

of its contents. For the avoidance of doubt this research is not intended for the use of retail clients and such clients may not purchase or 

sell any of the investments referred to herein through BB Securities Ltd. BB Securities Ltd., or other legal entities within the Banco do 

Brasil Group, its officers and employees, may at any time hold or have held positions in investments, or in derivative products thereof. 

BB Securities Ltd, or other legal entities within the Banco do Brasil Group, its officers or employees, may have been involved in the 

provision of services to any of the companies mentioned in this bulletin.As a consequence of the foregoing, BB Securities Ltd may also 

have received fees in the six months prior to the date of this document, or may be due to receive fees from the issuers mentioned 

herein. BB Securities Ltd is authorized and regulated by the Financial Conduct Authority and is an affiliate of BB - Banco de Investimento 

S.A. Research distributed through BB Securities Ltd is done so in accordance with BB Securities Ltd conflicts policy.     
 

BB - Banco de Investimento S.A., its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking 

services and/or products and services other than investment services from the companies mentioned herein, its affiliates or subsidiaries 

within the next three months. 
 

This document is published by BB-Banco de Investimento S/A, which is regulated by the Comissão de Valores Mobiliários - CVM 

(Securities and Exchange Commission of Brazil), for the provision of research on investment products. This document is distributed in 

Singapore by BB Securities Asia Pte. Ltd. ("BBSA"), which is a holder of a capital markets services license regulated by the Monetary 

Authority of Singapore and an exempt financial adviser in Singapore.  This document is meant only for accredited investors and 

institutional investors (as defined under Singapore’s Financial Advisers Regulations). This document is provided for information 

purposes.  It is not, and should not consider as an offer to buy or sell investment product. This document is based on information 

obtained from sources which BBSA believes to be reliable, but BBSA does not represent or warrant its accuracy or completeness and 

disclaims any and all liability related thereto.  
 

The contents of this document have been prepared and are intended for general circulation to relevant clients of the Banco do Brasil 

Group. The contents of this document do not take into account specific investment objectives of any particular person. The products or 

transactions discussed in this document may not be suitable for all investors. You should independently evaluate these products or 

transactions and seek independent advice regarding the suitability of such products or transactions, taking into account your specific 

investment objectives, financial situation and particular needs, before making any commitment to purchase any product or enter into any 

transaction. BBSA, or other legal entities within the Banco do Brasil Group, its officers and employees, may at any time hold or have 

held positions in investments, or in derivative products thereof BBSA, or other legal entities within the Banco do Brasil Group, its officers 

or employees, may have been involved in the provision of services to any of the companies mentioned in this document. Please contact 

BBSA in respect of any matters arising from, or in connection with, this document.     

 

ANALYSTS CERTIFICATION:     

      

Each of the research analysts who are primarily responsible for this research and whose names are listed on the front cover certifies 

that: (1) the information and opinions contained in this report reflect only and exclusively his or her personal opinions and were prepared 

in an independent manner, including with respect to BB- Banco de Investimento S.A. .; (2) he or she is not in a position that may affect 

the report’s impartiality or that could set up a conflict of interests; (3) he or she does not have any relationship with any individual who 

works for the companies mentioned herein; (4) his or her spouse or partner, directly or indirectly, on behalf of himself or herself or 

others, does not hold securities object of this research report; (5) his or her spouse or partner, directly or indirectly, is not involved in the 

acquisition, disposal and intermediation of securities object of this report; (6) his or her spouse or partner, directly or indirectly, does not 

have any financial interest related to the companies mentioned in this research report; and (7) no part of any of the research analyst’s 

compensation was, is, or will be influenced, directly or indirectly, by the income arising from business and financial transactions carried 

out by BB - Banco de Investimento S.A.. 
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For US Distribution  

 

The enclosed materials are neither an offer to sell nor the solicitation of an offer to buy a security. Information included is 

believed to be reliable, but Banco do Brasil Securities LLC does not warrant its completeness or accuracy. The prices reflected 

herein are indicative and are subject to change at any time without notice. This document is intended for your sole use on the 

basis that before entering into this and/or any related transaction, you will ensure that you fully understand the potential risks 

and return of this and/or any related transaction and determine it is appropriate for you given your objectives, experience, 

financial and operational resources and other relevant circumstances. This report is approved and distributed in the US by 

Banco do Brasil Securities LLC, MEMBER: FINRA/SIPC/NFA, for use by U.S. institutional investors only. Distribution to retail 

investors is strictly prohibited. For further information regarding any of the issuers and/or investments indicated in the attached 

report, and in keeping with SEC regulations, U.S. persons please contact the U.S. entity, Banco do Brasil Securities, LLC in 

New York, and not any of its foreign affiliates.  

 

Required Third Party Disclosure Information  

The attached research material has been produced by a non-member affiliate of Banco do Brasil Securities LLC, MEMBER: 

FINRA/SIPC/NFA (“the Firm”). According to Brazilian legislation, the Firm's officers or employees may have financial interest or 

positions in the securities of the entities that are the subject of the attached research, not to exceed 5% of their total net worth. 

Within the past 12 months, BB Banco de Investimento S.A. or its affiliates may have managed or co-managed any offerings for 

the companies mentioned in this report. Additionally, some compensation from the companies mentioned herein may be 

expected within the next three months. Banco do Brasil S.A. and/or its affiliates may have other financial and/or banking 

relationships with the entities mentioned herein. All of the views expressed in this research report accurately reflect the research 

analyst’s personal views regarding any and all of the subject securities or issuers. No part of analyst compensation was, is, or 

will be, directly or indirectly related to the specific recommendations or views expressed in this research report. 

 

 

For distribution in Singapore: 

  

This document is published by BB-Banco de Investimento S/A, which is regulated by the Comissão de Valores Mobiliários - 

CVM (Securities and Exchange Commission of Brazil)], for the provision of research on investment products.  This document is 

distributed in Singapore by BB Securities Asia Pte. Ltd. ("BBSA"), which is a holder of a capital markets services licence 

regulated by the Monetary Authority of Singapore and an exempt financial adviser in Singapore.  This document is meant only 

for accredited investors and institutional investors (as defined under Singapore’s Financial Advisers Regulations). This 

document is provided for information purposes.  It is not, and should not considered as an offer to buy or sell investment 

product. This document is based on information obtained from sources which BBSA believes to be reliable, but BBSA does not 

represent or warrant its accuracy or completeness and disclaims any and all liability related thereto. The contents of this 

document have been prepared and are intended for general circulation. The contents of this document do not take into account 

specific investment objectives of any particular person. The products or transactions discussed in this document may not be 

suitable for all investors. You should independently evaluate these products or transactions and seek independent advice 

regarding the suitability of such products or transactions, taking into account your specific investment objectives, financial 

situation and particular needs, before making any commitment to purchase any product or enter into any transaction. BBSA, or 

other legal entities within the Banco do Brasil Group, its officers and employees, may at any time hold or have held positions in 

investments, or in derivative products thereof. BBSA, or other legal entities within the Banco do Brasil Group, its officers or 

employees, may have been involved in the provision of services to any of the companies mentioned in this document. Please 

contact BBSA in respect of any matters arising from, or in connection with, this document. 

 

 
For Brazil distribution 

 

This report was produced by BB - Banco de Investimento SA The information and opinions contained herein have been 

compiled or consolidated based on information obtained from sources, in principle, reliable and in good faith. However, BB-BI 

does not represent or warrant, express or implied, that such information is impartial, accurate, complete or correct. All 

recommendations and estimates presented are derived from the judgment of our analysts and can be switched at any time 

without notice, due to changes that may affect the company's projections. This material is intended only to inform and serve with 

an instrument that assists decision making of investment. It is not, and should not be construed as an offer or solicitation of an 

offer to buy or sell any securities or other financial instruments. You may not copy, distribution or publication of this material, in 

whole or in part, for any purpose. 

 

Pursuant to art. 18 of CVM Instruction 483, BB - Banco de Investimento SA declares that: 
 

 1 - The institution may be paid for services rendered or have business relationships with the company (ies) (s) analyzed (s) in 

this report or natural person or legal entity, fund or universality of rights, which represents the same interest that ( s) of company 

(ies), the Conglomerate Banco do Brasil may be paid for services rendered or have business relationships with the company 

(ies) (s) analyzed (s) in this report, or a natural person or legal entity, fund or universality of rights, which represents the same 

interest that (s) of company (ies). 

 

 2 - The institution may own equity directly or indirectly, less than 1% of the capital stock (s) of company (ies) discussed (s), but 

may purchase, sell or broker securities of company (ies) in the market , the Conglomerate Banco do Brasil may have direct or 

indirect ownership interest equal to or exceeding 1% of the capital stock (s) of company (ies) discussed (s), and may acquire 

and dispose of securities broker (s) company (s) on the market.  
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Relevant Information – Analysts 

 

The analyst (s) (s) investment or securities, (s) involved in the preparation of this report ("Investment Analysts") declares (m) 

that: 

 

1 - The recommendations contained herein reflect only his personal views about the company and its securities and were 

prepared independently and autonomously, even in relation to BB-Banco do Investimento SA and other Group companies. 

 

2 - His compensation is entirely tied to salary policies of the Banco do Brasil SA and do not receive additional compensation for 

services rendered to the sender object of the analysis report or persons connected with him. 

 

Analysts 
Items 

3 4 5 

 

Luciana Carvalho 
   

Wesley Bernabé       

 

3 - The analyst (s) (s) of investments, their spouses or partners, hold, directly or indirectly, on behalf of himself or others, actions 

and / or other securities issued by the companies object of his analysis. 

 

4 - The investment analysts, their spouses or partners, own, directly or indirectly, any financial interest in relation to the 

company issuing the securities discussed in this report. 

 

5 - The analyst (s) (s) of investment has ties with individual who works for the sender object of the analysis report. 

 

 

RATING 

 

"RATING" is an opinion of the economic and financial fundamentals and various risks to which a company, financial institution or 

raising of third party funds might be subject within a specific context which can be modified as these risks change. "Investors 

should not consider in any way the "RATING" as an investment recommendation."  
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