
 

 

 

 
 
 
 
 
 
 
  

ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 4 
Banco BTG Pactual S.A. does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the 

objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. Any U.S. person receiving this report and wishing to effect any transaction in a security 

discussed in this report should do so with BTG Pactual US Capital, LLC at 212-293-4600, 601 Lexington Avenue. 57th Floor, New York NY 10022. 

 

Equity Research 

Rating Buy 

12m Price Target R$21.00/US$3.71 

Price R$17.16/US$3.00 (ADR) 

RIC: UGPA3.SA, BBG: UGPA3 BZ 
  
Trading Data and Return Forecasts 
 

52-wk range R$27.46-10.69/US$6.53-2.03 

Market cap. R$18,672m/US$3,296m 

Shares o/s (m) 1,088.1 

ADR ratio 1 ADR: 1 LOCAL 

Free float 68% 

Avg. daily volume('000 Shares) 7,378 

Avg. daily value (R$ m) 147.6 

Forecast price appreciation +22.4% 

Forecast dividend yield 3.0% 

Forecast stock return +25.4% 
    
Stock Performance (R$) 
 
 

  
 

Thiago Duarte 

Brazil – Banco BTG Pactual S.A. 

thiago.duarte@btgpactual.com 

+55 11 3383 2366 

Pedro Soares 

Brazil – Banco BTG Pactual S.A. 

pedro.soares@btgpactual.com 

+55 11 3383 9850 

 

0

40

80

120

160

200

0.0

10.0

20.0

30.0

40.0

50.0
5
-N

o
v-

1
7

5
-F

e
b
-1

8

5
-M

a
y-

1
8

5
-A

u
g
-1

8

5
-N

o
v-

1
8

5
-F

e
b
-1

9

5
-M

a
y-

1
9

5
-A

u
g
-1

9

5
-N

o
v-

1
9

5
-F

e
b
-2

0

5
-M

a
y-

2
0

5
-A

u
g
-2

0

5
-N

o
v-

2
0

Price Target (R$) Stock Price (R$) Rel. Ibovespa

  

3Q20 Review – Resilience at its best 

A resilient portfolio coupled with Ipiranga’s rapid rebound drove the beat 

After one of the weakest Q2 in a decade, UGP delivered a strong set of Q3 results, 

with EBITDA of R$1bn (adj. for asset sales at Ipiranga), above the consensus and 

10% above us. The earnings miss of 18% mainly reflects higher-than-expected 

financial costs because of FX hedging-related losses. FCFE generation of R$300mn 

brought leverage ratio down to 3.1x despite impacts of a weak Q2 on LTM EBITDA. 

Ipiranga: Back to cruising speed margins? Let’s hope so; What about growth? 

Ipiranga delivered an in-line EBITDA margin of R$100/m3, which in our view could be 

a good proxy of the company’s cruising speed as potential inventory gains were

probably offset by operating deleverage, though September sales signaled that fuel 

demand has indeed started to normalize. Ipiranga has also recognized R$66mn 

related to its 9M20 CBio costs, without which we estimate margin for the quarter 

would have been R$104/m3. Looking ahead, Ipiranga’s main topic should be related 

to growth. The sense the fuel demand shall soon converge to normality makes us 

wonder whether its resale model is ready to reignite growth. Resellers’ base remains 

unchanged at 7.1k stations for over a year now, while convenience store model is 

now undergoing a massive reshuffling: 567 stores, or 24% of total, have been closed. 

A Covid-shielded portfolio; Capital discipline seems to be paying off nicely 

Elsewhere, UGP’s portfolio continues to excel. Ultragaz delivered a y/y EBITDA 

growth of 18% and another record margin of R$491/ton (18% above us) on resilient 

volumes and possibly helped by inventory gains. Oxiteno’s EBITDA margin of 

$155/ton was also strong as 4% y/y volume growth and the weaker BRL offset the 

normalization of chemical spreads. In addition, Extrafarma stores debugging 

continues to bear good results as mature stores’ representativeness increase and 

EBITDA margin comes above 5% for the first time on record. 

Earnings visibility + momentum + valuation outweigh our LT concerns; BUY! 

UGP results reinforce our thesis of a well-balanced portfolio and that the “spread 

business” nature of Ipiranga should continue benefitting from a V-shaped margin 

recovery. For the first time in a long while, we see room for earnings upgrades. 

Valuation levels also seem to well accommodate risks, supporting our BUY. 

 
Valuation 12/2018 12/2019 12/2020E 12/2021E 12/2022E 
RoIC (EBIT) % 10.9 6.8 9.6 10.8 11.8 
EV/EBITDA 11.2 11.2 8.6 7.7 7.1 
P/E 25.7 74.1 18.9 14.7 13.3 
Net dividend yield % 2.3 1.7 3.0 4.1 4.5 
      
Financials (R$mn) 12/2018 12/2019 12/2020E 12/2021E 12/2022E 
Revenues 90,698 89,298 81,065 88,869 96,822 
EBITDA 3,382 3,375 3,372 3,803 4,181 
Net Income 1,150 374 987 1,269 1,401 
EPS (R$) 2.07 0.34 0.91 1.17 1.29 
Net DPS (R$) 1.23 0.44 0.52 0.70 0.77 
Net (debt) / cash (8,212) (10,269) (10,491) (10,778) (10,939) 

Source: Company reports, Bovespa, BTG Pactual S.A. estimates. / Valuations: based on the last share price 
of the year; (E) based on a share price of R$17.16, on 04 November 2020. 
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3Q20 Review – Resilience at its best 

Table 1: UGPA3 3Q20 Review 

 
Source: Company data, BTG Pactual * assuming 1/3 out of the R$66mn Renovabio-related expenses were cashed-
out, Ipiranga’s EBITDA and unitary margins would have been R$575mn and R$104/m3, respectively 

 

 

 

UGPA, R$mn 3Q20 3Q20E 3Q19 2Q20 A / E YoY QoQ

Net Revenues 20,762 22,448 23,203 15,876 -8% -11% 31%

COGS (19,123) (20,805) (21,580) (14,825) -8% -11% 29%

Gross Profit 1,639 1,643 1,623 1,051 0% 1% 56%

SG&A (1,005) (1,005) (1,059) (902) 0% -5% 11%

Others (31) (78) 55 50 -60% n.m. n.m.

EBIT 603 560 619 200 8% -3% 202%

D&A 397 374 368 381 6% 8% 4%

EBITDA 995 934 979 568 7% 2% 75%

Adj. EBITDA 1,025 934 925 585 10% 11% 75%

Financial Results (158) (78) (163) (80) 103% -3% 97%

Equity Income (5) 0 (8) (13) n.m. -42% -64%

Pre-tax Income 441 483 448 106 -9% -2% n.m.

Income Tax (163) (164) (140) (56) 0% 16% 191%

Minority Interest (12) 7 (10) (9) n.m. 25% 32%

Net Income 265 325 298 41 -18% -11% n.m.

Gross Margin 7.9% 7.3% 7.0% 6.6% 0.6p.p 0.9p.p 1.3p.p

Adj. EBITDA Margin 4.9% 4.2% 4.0% 3.7% 0.8p.p 1.0p.p 1.3p.p

Operating Margin 2.9% 2.5% 2.7% 1.3% 0.4p.p 0.2p.p 1.6p.p

Net Margin 1.3% 1.4% 1.3% 0.3% -0.2p.p 0.0p.p 1.0p.p

Divisions, R$mn 3Q20 3Q20E 3Q19 2Q20 A / E YoY QoQ

Net revenues 20,762 22,448 23,203 15,876 -8% -11% 31%

  Ultragaz 1,955 1,881 1,894 1,723 4% 3% 13%

  Oxiteno 1,425 1,488 1,121 1,201 -4% 27% 19%

  Ultracargo 160 164 135 155 -3% 18% 3%

  Ipiranga 16,767 18,420 19,568 12,350 -9% -14% 36%

  Extrafarma 492 520 513 484 -5% -4% 2%

  Others (37) (25) (28) (37) 48% 30% -1%

Adj. EBITDA 1,025 934 925 585 10% 11% 75%

  Ultragaz 222 193 187 206 15% 18% 8%

  Oxiteno 169 149 80 162 13% 110% 5%

  Ultracargo 78 78 58 80 0% 35% -1%

  Ipiranga * 553 537 627 165 3% -12% 236%

  Extrafarma 28 17 3 14 64% n.m. 103%

  Others (25) (40) (31) (40) -39% -22% -39%

Adj. EBITDA Margin 4.9% 4.2% 4.0% 3.7% 0.8p.p 1.0p.p 1.3p.p

  Ultragaz, R$/ton 490.6 416.2 409.3 475.6 18% 20% 3%

  Oxiteno, US$/ton 155.0 140.0 103.7 180.4 11% 49% -14%

  Ultracargo, R$/m3 366 350 298 375 5% 23% -2%

  Ipiranga, R$/m3 * 100 99 101 36 1% -1% 181%

  Extrafarma, % 5.6% 3.2% 0.6% 2.8% 2.4p.p 5.0p.p 2.8p.p
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 Ultrapar  

Income Statement (R$mn) 12/2015 12/2016 12/2017 12/2018 12/2019 12/2020E 12/2021E 12/2022E 
Revenue 75,655 77,353 79,230 90,698 89,298 81,065 88,869 96,822 
Operating expenses (ex depn) (71,702) (73,136) (75,270) (87,614) (86,497) (77,584) (85,066) (92,642) 

EBITDA (BTG Pactual) 3,953 4,217 4,016 3,382 3,375 3,372 3,803 4,181 
Depreciation (1,019) (1,105) (1,168) (1,184) (1,500) (1,539) (1,576) (1,644) 

Operating income (EBIT, BTG Pactual) 2,934 3,112 2,793 1,899 1,301 1,941 2,226 2,537 
Other income & associates 16 1 21 (15) (12) (12) 0 0 
Net Interest (703) (843) (474) (114) (507) (378) (299) (410) 
Abnormal items (pre-tax) 0 0 0 0 0 0 0 0 

Profit before tax 2,247 2,271 2,339 1,771 782 1,551 1,927 2,127 
Tax (734) (700) (813) (639) (379) (560) (655) (723) 

Profit after tax 1,513 1,571 1,526 1,132 403 990 1,272 1,404 
Abnormal items (post-tax) 0 0 0 0 0 0 0 0 
Minorities / pref dividends (10) (9) 1 18 (29) (3) (3) (3) 

Net Income (local GAAP) 1,503 1,562 1,527 1,150 374 987 1,269 1,401 
Adjusted Net Income 1,503 1,562 1,527 1,150 374 987 1,269 1,401 
Tax rate (%) 33 31 35 36 48 36 34 34 
Per Share 12/2015 12/2016 12/2017 12/2018 12/2019 12/2020E 12/2021E 12/2022E 
EPS (local GAAP) 2.70 2.81 2.74 2.07 0.34 0.91 1.17 1.29 
EPS (BTG Pactual) 2.70 2.81 2.74 2.07 0.34 0.91 1.17 1.29 
Net DPS 1.57 1.63 1.71 1.23 0.44 0.52 0.70 0.77 
BVPS 14.33 15.38 17.47 17.61 9.06 8.97 9.44 9.96 
Cash Flow (R$mn) 12/2015 12/2016 12/2017 12/2018 12/2019 12/2020E 12/2021E 12/2022E 
Net Income 1,503 1,562 1,527 1,150 374 987 1,269 1,401 
Depreciation 1,019 1,105 1,168 1,184 1,500 1,539 1,576 1,644 
Net change in working capital (952) (352) (1,120) 614 (28) 571 (504) (449) 
Other (operating) 1,899 171 726 (60) 1,079 (89) 3 3 

Net cash from operations 3,469 2,485 2,301 2,889 2,925 3,008 2,345 2,599 
Cash from investing activities (1,375) (1,685) (2,033) (3,178) (1,835) (1,212) (1,871) (1,919) 
Cash from financing activities (2,521) 928 340 (801) (2,922) (567) (761) (841) 

Bal sheet chge in cash & equivalents (427) 1,729 668 624 (1,282) 2,463 (287) (161) 
Balance Sheet (R$mn) 12/2015 12/2016 12/2017 12/2018 12/2019 12/2020E 12/2021E 12/2022E 
Cash and equivalents 3,973 5,702 6,370 6,994 5,712 8,175 7,888 7,727 
Other current assets 6,405 7,325 8,916 9,420 9,852 9,064 9,835 10,523 
Total current assets 10,378 13,027 15,286 16,414 15,565 17,240 17,723 18,250 
Net tangible fixed assets 8,733 9,160 10,335 9,648 7,573 7,600 7,894 8,169 
Net intangible fixed assets 0 0 0 0 1,763 1,780 1,780 1,780 
Investments / other assets 1,855 1,973 2,719 4,437 6,296 6,927 6,927 6,927 
Total assets 20,966 24,160 28,340 30,499 31,195 33,547 34,325 35,127 
Trade payables & other ST liabilities 2,736 3,011 3,510 4,063 3,871 3,681 3,948 4,187 
Short term debt 1,098 2,476 3,504 2,274 1,324 2,037 2,037 2,037 
Total current liabilities 3,833 5,487 7,014 6,337 5,195 5,718 5,985 6,224 
Long term debt 7,804 8,942 10,087 12,932 14,658 16,629 16,629 16,629 
Other long term liabilities 1,355 1,173 1,519 1,430 1,508 1,440 1,440 1,440 
Total liabilities 12,992 15,601 18,619 20,699 21,360 23,788 24,055 24,293 
Equity & minority interests 7,974 8,559 9,721 9,800 9,835 9,760 10,270 10,834 
Total liabilities & equities 20,966 24,160 28,340 30,499 31,195 33,547 34,325 35,127 

 
 

Company Profile:  

Ultrapar is a Brazilian industrial group that focuses on three key 
markets: petrochemicals (ethylene oxide, ethylene glycol and 
specialities production); LPG distribution; and logistics for 
hazardous materials. Ultrapar went public in 1999 and is jointly 
controlled by the Pery Igel family and its management team. 
Ultrapar shareholders' agreement and bylaws ensure that 
minority shareholders will receive equal treatment in the event 
of any change in control of the company. 

Financial ratios 12/2018 12/2019 12/2020E 12/2021E 12/2022E 
EBITDA margin 3.4% 3.1% 4.3% 4.3% 4.3% 
Operating margin 2.1% 1.5% 2.4% 2.5% 2.6% 
Net margin 1.3% 0.4% 1.2% 1.4% 1.4% 
RoE 11.8% 3.8% 10.1% 12.7% 13.3% 
RoIC 10.9% 6.8% 9.6% 10.8% 11.8% 
EBITDA / net interest 27.2x 5.5x 9.2x 12.7x 10.2x 
Net debt / EBITDA 2.4x 3.0x 3.1x 2.8x 2.6x 
Total debt / EBITDA 4.5x 4.7x 5.5x 4.9x 4.5x 
Net debt / (net debt + equity) 45.6% 51.1% 51.8% 51.2% 50.2% 

Source: Company reports and BTG Pactual estimates. Valuations: based on the last share price of that year(E) 
based on share price as of 04 November 2020 
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This report has been prepared by Banco BTG Pactual S.A. 

The figures contained in performance charts refer to the past; past performance is not a reliable indicator of future results. 

 

BTG Pactual 
Rating 

Definition Coverage *1 IB Services *2 

Buy Expected total return 10% above the company’s sector 
average. 

56% 51% 

Neutral Expected total return between +10% and -10% the 
company’s sector average. 

42% 35% 

Sell Expected total return 10% below the company’s sector 
average. 

2% 0% 

 

1: Percentage of companies under coverage globally within the 12-month rating category. 

2: Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within the past 12 months. 

Absolute return requirements 

Besides the abovementioned relative return requirements, the listed absolute return requirements must be followed: 

a) a Buy rated stock must have an expected total return above 15% 

b) a Neutral rated stock can not have an expected total return below -5% 

c) a stock with expected total return above 50% must be rated Buy 

 

Analyst Certification 

 

Each research analyst primarily responsible for the content of this investment research report, in whole or in part, certifies that:  

(i) all of the views expressed accurately reflect his or her personal views about those securities or issuers, and such recommendations were elaborated independently, including in relation to Banco 
BTG Pactual S.A. and/or its affiliates, as the case may be; 

(ii) no part of his or her compensation was, is, or will be, directly or indirectly, related to any specific recommendations or views contained herein or linked to the price of any of the securities 
discussed herein. 

Research analysts contributing to this report who are employed by a non-US Broker dealer are not registered/qualified as research analysts with FINRA and therefore are not subject to the 
restrictions contained in the FINRA rules on communications with a subject company, public appearances, and trading securities held by a research analyst account. 

Part of the analyst compensation comes from the profits of Banco BTG Pactual S.A. as a whole and/or its affiliates and, consequently, revenues arisen from transactions held by Banco BTG Pactual 
S.A. and/or its affiliates. 

Where applicable, the analyst responsible for this report and certified pursuant to Brazilian regulations will be identified in bold on the first page of this report and will be the first name on the 
signature list. 

 

Statement of Risk 

 

Ultrapar Participações [BRUGP] (Primary) - Ultrapar is subject to a number of risks relating to commodity prices, exchange rates and on time implementation of new projects. The most relevant risks 
to our estimates relate to significant compression of petrochemical margins, the appreciation of Brazil's currency and Ultrapar's ability to raise the margins the company has on its recently acquired 
fuel distribution business. 

 

Valuation Methodology 

 

Ultrapar Participações [BRUGP] (Primary) - Our target price is based on a SOTP approach, where we value each business separately via a DCF approach. 

 

 

Company Disclosures 

 

Company Name Reuters 12-mo rating Price Price date 
Ultrapar 1, 2, 4, 6, 18, 19, 20, 22 UGPA3.SA Buy R$17.16 4-11-2020 

 

1. Within the past 12 months, Banco BTG Pactual S.A., its affiliates or subsidiaries has received compensation for investment banking services from this company/entity. 

2. Banco BTG Pactual 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 this company/entity within the next three months. 

4. This company/entity is, or within the past 12 months has been, a client of Banco BTG Pactual S.A., and investment banking services are being, or have been, provided. 

6. Banco BTG Pactual S.A. and/or its affiliates receive compensation for any services rendered or presents any commercial relationships with this company, entity or person, entities or funds which 
represents the same interest of this company/entity. 

18. As of the end of the month immediately preceding the date of publication of this report, neither Banco BTG Pactual S.A. nor its affiliates or subsidiaries beneficially own 1% or more of any class 
of common equity securities 

19. Neither Banco BTG Pactual S.A. nor its affiliates or subsidiaries have managed or co-managed a public offering of securities for the company within the past 12 months. 

20. Neither Banco BTG Pactual S.A. nor its affiliates or subsidiaries engaged in market making activities in the subject company's securities at the time this research report was published. 

22. Banco BTG Pactual S.A. or its affiliates or subsidiaries do not expect to receive or intends to seek compensation for investment banking services from the companies within the next 3 months.   
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Source: BTG Pactual and Economatica. Prices as of 04 November 2020  
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