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1) Company Overview & Financials

1.1) Introduction

BTG Pactual (Banco BTG Pactual S.A.) is a Brazilian company operating in the
financial sector, incorporated as a publicly traded corporation and mainly traded on
B3 (Brazilian stock exchange) under the BPAC11 code. BTG’s main activity is to
provide financial market services.

BTG has operations in Brazil and many other countries, such as Chile, United
States, Colombia and Portugal. Currently, it is one of the largest financial groups in
Brazil and the largest investment bank in Latin America. The institution was created
in 1983 and it is one of the first to operate in its segment.

The investment bank is especially dedicated to client facing services - including
individuals, corporations and governments - which include asset management,
wealth management and investment banking.

In addition, the bank operates environmental assets (BTG Pactual Timberland
Investment) and is currently expanding its retail banking operations with BTG+ and
BTG+ Business.

1.2) History & Culture

BTG Pactual was created in 1983 under the name of Pactual Distribuidora de Títulos
de Valores Mobiliários (DTVM), in the city of Rio de Janeiro.

Since its beginning, the financial institution was modeled under a governance and
culture based on the concepts of meritocratic partnership, hard-working, hands-on
and entrepreneurship.

During the company's early years, activities were focused on the negotiation of
public and private securities. Later on, Pactual became a bank and opened offices in
São Paulo and New York, starting its internationalization process.



In 1990, Pactual started to provide asset management and wealth management
services. Eight years later, its founding partners left the company and André Esteves
assumed the bank’s leadership.

In 2006, the Swiss bank UBS acquired Pactual in a transaction of over USD 3 billion
and the Brazilian bank became UBS main division in Latin America. Pactual’s main
partners left the institution and created BTG Investments.

Two years later, BTG Investments acquired UBS Pactual took advantage of the
subprime crisis and acquired Pactual for a cheaper price than they had sold, thus
creating Banco BTG Pactual.

Two years later, the group was renamed BTG, and in 2009, it acquired UBS Pactual,
thus creating Banco BTG Pactual.

In 2012, BTG Pactual had its IPO and was listed on B3 (Brazil stock exchange). In
the following years, the financial group increased its influence, thus becoming the
largest investment bank in Latin America and reaching the milestone of BRL 1 trillion
under custody in 2022.

1.3) 2021 Results

BTG Pactual reported records in revenue and profit in 2021 and announced a board
reorganization that includes the return of André Esteves as chairman.

Total revenue reached BRL 13.9 billion in 2021, up 49% compared to 2020, while
adjusted net income was BRL 6.49 billion, up 60% compared to 2020. Net funding
was a record: BTG Pactual attracted BRL 326 billion in "Net New Money", leading its
asset base under custody to reach BRL 980 billion in 2021.

Esteves' return to an executive position closes a cycle that began with his arrest in
November 2015 amid accusations linked to Car Wash Operation and later
invalidated by the courts.

Investment banking had its fourth consecutive year of record revenue - BRL 2.3
billion, up 74% compared to 2020. The Corporate Lending portfolio reached BRL 106
billion, a growth of 45% compared to 2020 and well above the average of the
market’s 12%.

Sales & Trading revenue totaled BRL 4.28 billion in 2021, focused on a
diversification of revenues from brokerage, insurance, fixed income intermediation,
private credit and its energy business.



BTG's funding grew 44% against 2020, compared to a rise of minus 10% among
traditional banks. Now, more corporate clients are holding deposits at BTG and the
bank is expanding its market share in LCAs and LCIs (Brazilian private fixed-income
securities for agricultural and real estate markets).

2) Sector Overview

2.1) Introduction

The banking sector belongs to the Brazilian National Financial System (SFN), which
is formed by a set of entities and institutions that promote financial intermediation -
the meeting between creditors and borrowers of resources.

Governments, companies and individuals circulate most of their assets, pay their
debts and make investments through the banking sector.

2.2) Profitability and Market Concentration

The banking sector in Brazil is historically known for its high profitability and
concentration in a few banks - and for having companies that pay good dividends.

The big banks were very profitable and great allocators of capital even in periods of
crisis, such as the Brazilian 2016 Recession, the 2008 Great Recession and the
years of hyperinflation in Brazil (1980s and 1990s).

According to the 2019 Banking Economy Report (REB), the five largest banks in
Brazil – Banco do Brasil, Caixa, Itaú, Bradesco and Santander – concentrated 81%
of all assets in the commercial banking sector.

The sector is one of the most concentrated in the world.

2.3) Regulations

The banking sector is extremely regulated, and its main regulatory body is the
Brazilian Central Bank itself.

Due to extreme regulation – and given the enormous rigidity of the Brazilian Central
Bank – the banking sector is one of the most stable in the world.

During the Subprime Crisis, in 2008, there was not a total collapse of the sector, as
happened in other countries. There was only a liquidity squeeze.

2.4) Sector Future



Brazil is going through a rapid technology advancement. Therefore, fintechs have
been gaining ground as an alternative to large banks and people are increasingly
concentrating their deposits on digital banks.

Digital banks have managed to attract thousands of customers with a combination of
service fee exemptions, checking account remuneration (according to current
interest rate policy) and better customer service compared to traditional banks.

In general, fintechs and digital banks are threats mainly in the service areas, while
others are more difficult to penetrate due to the greater activity risk and difficulty of
capital adequacy, such as credit..

On the consumer side, these innovations are beneficial because there are more
financial service offerings at a lower price. In turn, traditional banks need to leave the
comfort zone and start taking action to improve their services. Otherwise, they will
fall behind and lose market share for fintechs and digital banks.

3) Risks & Opportunities

3.1) Financial Deepening

Financial Deepening is an expression coined by economists to describe a
“deepening movement” into the financial markets. From the demand point of view,
this movement is caused by the search for new asset options to maintain or increase
the profitability level. In turn, from the supply side, it is caused by the increasing
diversity of financial services.

Brazil is going through this process that has happened decades ago in the United
States, Europe and other developed countries. In the recent past, Brazil had one of
the highest interest rates in the world and investors concentrated their investments
primarily in government bonds.

Now, interest rates have risen on a global scale and traditional investments are not
enough to protect the value of money, forcing investors to migrate to new asset
classes such as the stock market and hedge funds - increasing the need for more
elaborate financial services.

However, the Financial Deepening movement is only in its first steps in our country:
34 million Brazilians are still unbanked and only 5 million invest in the stock markets.
It truly is a blue ocean full of opportunities for the banking sector players.

3.2) BTG Pactual is in a Sweet Spot



BTG Pactual is able to adapt more rapidly in terms of new products and services like
digital banks and fintechs. The investment bank relies on a large scale IT team in
order to accelerate its internal disruptions and on a strong meritocratic-partnership
culture which attracts top-notch professionals.

Moreover, BTG Pactual has the characteristic robustness of traditional banks, being
able to penetrate niches which are difficult for fintechs/digital banks, such as
corporate lending.

Therefore, the BTG Pactual is considered to be in a sweet spot between
fintechs/digital banks and traditional banks (the big 5), which enables itself to fully
seize the current Financial Deepening in Brazil.

4) Past Performances & Future Projections

BTG Pactual has the following target-prices according to major financial institutions
and investment platforms:

a) Banco Safra: R$ 31
b) Itaú BBA: R$ 33
c) BR Investing: R$ 33,81
d) Banco do Brasil Investimentos: R$ 37

Gordon Growth Model:
Price = Dividends per share / R - G

The future projections can be calculated according to the Gordon Growth Model,
however BTG Pactual does not have stable dividends because it is a growth stock,
therefore its dividends vary too much.

5) Peer Comparison

5.1) Price-to-Earnings (P/E):
The ratio for valuing a company that measures its current share price relative to its
earnings per share (EPS).

BTG Pactual (BPAC11): 15,17

Banco do Brasil (BBAS3): 5,28

Banco Itaú (ITUB4): 9,58

Banco Santander (SANB3): 7,60



Banco Bradesco (BBDC4): 9,46

5.2) Price to Book Value (P/BV)
The ratio of the market value of a company’s shares (share price) over its book value
of equity.

BTG Pactual (BPAC11): 2,55

Banco do Brasil (BBAS3): 0,77

Banco Itaú (ITUB4): 1,56

Banco Santander (SANB3): N/A

Banco Bradesco (BBDC4): 1,41

5.3) Dividend Yield (DY):
The ratio that tells the percentage of a company’s share price that it pays out in
dividends each year.

BTG Pactual (BPAC11): 1,55

Banco do Brasil (BBAS3): 6,28

Banco Itaú (ITUB4): 3,30

Banco Santander (SANB3): 10,62

Banco Bradesco (BBDC4): 4,71

5.3) Net Margin:
Reveals the percentage of profit in relation to a company's revenues.

BTG Pactual (BPAC11): 37,49

Banco do Brasil (BBAS3): 15,03

Banco Itaú (ITUB4): 13,68

Banco Santander (SANB3): 16,75

Banco Bradesco (BBDC4): 21,36

5.4) Return on Assets (ROA):



The ratio that indicates how profitable a company is in relation to its total assets. A
higher ROA means a company is more efficient and productive at managing its
balance sheet to generate profits.

BTG Pactual (BPAC11): 0,98

Banco do Brasil (BBAS3): 1,98

Banco Itaú (ITUB4): 1,29

Banco Santander (SANB3): 1,53

Banco Bradesco (BBDC4): 1,55

5.5) Return on Equity (ROE):
It is the measure of a financial performance calculated by dividing net income by
shareholder’s equity. ROE is a gauge of a corporation's profitability and how efficient
it generates those profits.

BTG Pactual (BPAC11): 16,84

Banco do Brasil (BBAS3): 14,58

Banco Itaú (ITUB4): 16,27

Banco Santander (SANB3): N/A

Banco Bradesco (BBDC4): 14,92

6) Conclusions

BTG Pactual shows a history of solid growth in the most profitable, concentrated and
stable sector in Brazil. Consequently, it is the largest investment bank in Latin
America.

Despite its foundation 37 years ago - it can be considered an "old bank" for Brazilian
standards, BTG Pactual surfs the Financial Deepening in Brazil with fashion with
innovation present in all its segments.

To add up these features, BTG has the financial strength of traditional banks that
most fintechs do not have. Therefore, it alings an exponential growth with higher
revenues and profits each year.



According to Itaú BBA's research analysts, the "results indicate that BTG Pactual is
entering the economic soft patch with a much more diversified, synergistic market
and revenue stream than in the past".

Therefore, our conclusion is that BTG Pactual has all the features to be an optimal
investment for individuals who have a buy & hold strategy and even for others who
pursue tactical movements (swing trade) in the Brazilian market.
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