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4Q14 Results: weak sales at Multivarejo and Via 
Varejo, but strong margins and cash flow at GPA 
 
GPA 4Q14 consolidated results were positive, pulled by Cnova’s impressive sales 
performance (+211.6% YoY) and margin gains both in Food and Non-Food Business. Cash 
position in the end of 2014 reached BRL 11.1 bn, an addition of BRL 2.8 bn compared to 
the prior year, as a result of higher cash generation improvement in working capital and 
incomes from the Cnova IPO. Multivarejo and Via Varejo top line performance, however, 
remained weak (+0.3% e +0.9% YoY, respectively), due to the national challenging 
macroeconomic scenario, which reduced consumer traffic at supermarkets, impacted 
durable goods sales and resulted in a disappointing SSS (+1.0% at Multivarejo and +1.5% 
at Via Varejo). According to the company’s management, the convenience format has been 
performing well and, in order to improve Extra’s hypermarkets sales, a series of new 
measures were launched, such as operational improvements at stores, adjustments to 
assortment, better communication and price competitiveness strategy reinforcement.  
 
GPA Consolidated 
 
Top line. Consolidated Net Revenues grew 16.2% YoY in 4Q14 compared to 4Q13, to BRL 
22.8 bn, regardless tough macroeconomic scenario. Driven by Assaí good performance 
(+26.6% YoY), Food Business reached BRL 10,6 bn (+5.6% YoY) and was responsible for 
46.7% of total Net Sales (versus 53.6% in 4Q13). Non-Food Business raised impressive 
39.3%, to BRL 12,2 bn, due to Cnova great performance (+211.6% YoY). Consolidated 
Same Store Sales rose below inflation, only 4.3%, as a result of a strong comparison basis 
(+10.8% in 4Q13). During 4Q14, the company opened 117 new stores: 50 on Food 
Business (31 Minimercado Extra, 11 Minuto Pão de Açúcar, 7 Pão de Açúcar, 3 Extra 
Super, 4 Assaí and 1 drug store) and 67 on Non-Food Business (31 Casas Bahia, 19 Ponto 
frio and 10 Mobile stores). Total Capex amounted BRL 776 mn in the quarter (+40.5% 
YoY). 
 
Operating Margins. Consolidated Gross Margin went up to 26.7% (+70 bps YoY), due to 
improvements in the mix categories and formats at Multivarejo and Via Varejo. Management 
emphasized that Gross Margins gains did not come from price adjustments and the 
company’s policy remains in price competitiveness. Operating expenses (Selling, general 
and administrative) grew 17.0% YoY, to BRL 3.6 bn, representing 18.6% of Net Revenues 
(+20 bps YoY), due to above-inflation wage increase, higher expenses in reason of store 
openings and reforms and greater marketing investments at Multivarejo. As a result, 
adjusted EBITDA Margin improved slightly less than Gross Margin, about 40 bps YoY, to  
9.9%.  
 
Financial Result and Bottom line.  Net Financial expenses raised 31.2% from 4Q13 to 
4Q14, reaching BRL 430 mn. In the period, CDI rate went up 18.3% and the company had 
an increase of BRL 55 mn in the Restatement of Other Assets and Liabilities line related to 
the nonrecurring monetary update of the balance of ICMS recoverable in 4Q13 – in 4Q14 it 
returned to the level of prior periods. Gross Debt stood stable at BRL 6.8 bn, but Cash and 
Financial investments increased 32.9%, to BRL 11.1 bn, due to higher cash generation 
improvement in working capital and incomes from the Cnova IPO. As a result, even 
including the debt from Via Varejo payment book operation (BRL 2.9 bn), the company’s net 
cash position was positive in BRL 1.4 bn. Consolidated Adjusted Net Income increased 
21.3% in 4Q14 compared to 4Q13, to BRL 919 mn. If we consider Other Operating Income 
and Expenses, however, Net Income was BRL 673 mn (-2.1% YoY).  
 
GPA consolidated (BRL million) 4Q13  4Q14 YoY 2013 2014 YoY 

Gross Revenue 18,825  22,827 21.3% 64,542 72.804 12.8% 

Food Business 10,087 10,653 5.6% 34,761 37,660 8.3% 

Via Varejo 7,144 7,210 0,9% 24,964 25,683 2.9% 

Cnova 1,593 4,965 211.6% 4,817 9,461 96.4% 

Net Revenue  16,926 19,665 16.2% 57,854 65,525 13.3% 

Gross Profit 4,407  5,246 19.0% 15,104 16,945 12.2% 

Gross Margin (%) 26.0% 26.7% 70 bps 26.1% 25.9% -20 bps 

Adjusted EBITDA 1,605  1,953 21.7% 4,487 5,371 19.7% 

Adjusted EBITDA Margin (%) 9.5% 9.9% 40 bps 7.8% 8.2% 40 bps 

Adjusted Net Income 758  919 21.3% 1,735 2,084 20.1% 

Adjusted Net Margin (%) 4.5% 4.7% 20 bps 3.0% 3.2% 20 bps 

Source: GPA and BB Investimentos.
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PCAR4 Market perform 

Last Price 02/18/2015 (BRL) 91.40 

Target Price 12/2015 (BRL) 129.00 

Upside 41.1% 

Market Cap (BRL million) 24,248 

1 Month Change 2.9% 

LTM Change -3.8% 

YTD Change -7.3% 

52w Low (BRL) 88.47 

52w High (BRL) 115.00 

 
Valuation BRL Million 

Firm Value 2015E 34.185 

Net Debt 2015E (2,767) 

Equity Value 2015E 31.418 

# Shares Outstanding 265 

WACC 11.4% 

Growth in Perpetuity (g) 4.0% 

 
Multiples 2015E  2016E 2017E 

EV/EBITDA 6.6 5.8 5.0 

P/E 16.0 13.1 10.9 

EPS (BRL) 8.04 9.85 11.82 

 

 
Source: Bloomberg and BB Investimentos 
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Announced versus Estimated  

GPA Consolidated (BRL million) 2014 A 2014 E A/E YoY 

Gross Revenue 72,804 72,274 7,3% 12.8% 

Food Business 37,660 39,127 -3.7% 8.3% 

Via Varejo  25,683 26,873 -4.4% 2.9% 

Cnova 9,461 6,273 50.8% 96.4% 

Net Revenue  65,525 64,882 9.9% 13.3% 

Gross Profit 16,945 16,986 -2.4% 12.2% 

Gross Margin (%) 25.9% 26.2% -30 bps -20 bps 

Adjusted EBITDA 5,371 5,347 4.5% 19.7% 

Adjusted EBITDA Margin (%) 8.2% 7.9% 30 bps 40 bps 

Adjusted Net Income 2,084 2,104 -0,9% 20.1% 

Adjusted Net Margin (%) 3.2% 3.2% 0 bps 20 bps 

Source: GPA and BB Investimentos. 
 
Food Business (Multivarejo + Assaí) 
 
Top line. Food Business Gross Revenue had a below-inflation upward of 5.6% in 4Q14. Consolidated Same 
Store Sales raised only 1.0%, due to a strong comparison basis in 4Q13, when it grew 11.0%. Assai, once 
again was the highlight, with a robust Sales growth of 26.6% YoY. Multivarejo was impacted by the challenging 
macroeconomic scenario, which reduced consumer traffic at supermarkets. However, the segment continued to 
invest in price competitiveness and promotional initiatives, such as Black Friday, and obtained a better 
performance when compared to 3Q14. If we consider Multivarejo sales performance during 2014, it expanded 
8.3% YoY, to BRL 37.7 bn, just as well as the market average, according to the last survey on commerce 
published by IBGE.  
 
Operating Margins. In 4Q14, Food Business Gross Margin rose 130 bps YoY, to 27.2%.At Multivarejo, the 
expansion was of 2.4 p.p. YoY, as a result of (i) lower share of electronics in the sales mix (due to the macro 
scenario), (ii) higher share of Pão de Açúcar and Minimercado Extra in the sales mix (both have stronger 
margins) and (iii) growth in rent revenue from commercial galleries. Operating expenses growth outpaced Sales 
growth, due to wages adjustment, higher marketing expenses and infrastructure investments. As a result, 
adjusted EBITDA Margin grew only 0.1% YoY, to 10.5%.  
 
Food Business (BRL million)  4Q13 4Q14 YoY 2013 2014 YoY 

Gross Revenue 10,087 10,653 5.6% 34,761 37,660 8.3% 

Multivarejo 7,995 8,006 0.3% 27,947 28,677 2.6% 

Assaí 2,092 2,647 26.6% 6,814 8,983 31.8% 

Net Revenue 9,279 9,818 5.8% 31,811 34,741 9.2% 

Gross Profit 2,400 2,670 11.2% 8,021 8,757 9.2% 

Gross Margin (%) 25.9% 27.2% 130 bps 25.2% 25.2% 0 bps 

Adjusted EBITDA 969 1,027 5.9% 2,586 2,819 9.0% 

Adjusted EBITDA Margin(%) 10.4% 10.5% 10 bps 8.1% 8.1% 0 bps 

Adjusted Net Income 496 511 3.0% 1,019 1,092 7.2% 

Adjusted Net Margin (%) 5.3% 5.2% -10 bps 3.2% 3.1% - 10 bps 

Source: GPA and BB Investimentos 
 
Non-Food Business (Cnova + Via Varejo)  
 
Top line. Non-Food Business Gross Sales grew 39.3% YoY in 4Q14, to BRL 12,2 bn. If we consider 2014 as a 
whole, Cnova and Via Varejo’s sales increased 18.0% YoY. According to BNDES, Furniture, Electronics and 
Appliance market rose 7.2% YoY in Brazil. However, it is important to mention that Non-Food Business growth 
was pulled by Cnova’s performance. The company was created in July, 2014 to gather the activities of 
Cdiscount (France) and Nova Pontocom (Brazil). In turn, Via Varejo had a weak sales performance once again, 
beneath the market average, as a result of a low SSS in the quarter (+1.5%) and an unfavorable macro 
scenario for durable goods sales.   
 
Operating Margins. Via Varejo Gross Margin increased 4.2 p.p. YoY in 4QT14, due to tax credits, better sales 
mix and fees charged for assembly and delivery services. The company also had efficiency gains in logistic and 
financial services. As a result, adjusted EBITDA margin also had a strong improvement of 350 bps. 
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Via Varejo (BRL million)  4Q13 4Q14 YoY 2013 2014 YoY 

Gross Revenue 7,145 7,209 0.9% 24,964 25,683 2.9% 

Net Revenue 6,232 6,382 2.4% 21,746 22,612 4.0% 

Gross Profit 1,887 2,202 16.7% 6,690 7,346 9.8% 

Gross Margin (%) 30.3% 34.5% 420 bps 32.5% 30.8% 170 bps 

Adjusted EBITDA 575 808 40.6% 1,784 2,349 31.7% 

Adjusted EBITDA Margin(%) 9.2% 12.7% 350 bps 8.2% 10.4% 220 bps 

Adjusted Net Income 264 371 40.7% 719 964 34.1% 

Adjusted Net Margin (%) 4.2% 5.8% 160 bps 3.3% 4.3% 100 bps 

Source: GPA and BB Investimentos 
 
Considerations. In GPA earning’s call, management said that the company’s multi-format, multichannel and 
multi-region model, supported by a financial structure and a successful strategy with a focus on the consumer, 
are important competitive advantages compared to other players, that benefits the company in an adverse 
macroeconomic scenario.  
 
In 2015, the company will keep its store opening guidance accelerated, what should bring good returns in the 
short and medium terms. In Extra banner, the initiatives to speed up sales seem to be already showing positive 
results. Management stated that its intention is to increase focus on sales leverage strategy of hypermarkets, 
monitoring each store and each product category, strengthening communication with consumers, improving the 
low price policy, speeding up services and enhancing the store’s environment. The commercial centers located 
inside and around the company’s supermarkets and hypermarkets should also improve consumer traffic. GPA 
wants to reform, expand and enhance the mix of services of those commercial galleries.     
 
Regarding to cost efficiency, the company has demonstrated greater ability to ramp up new stores, specially 
convenience format and Assai, reducing maturation expenses. Commercial galleries improvements should also 
contribute to increase the company’s profitability. Furthermore, the Click & Collect project is already available at 
100 stores. Its roll out will probably bring significant synergy gains and streamline logistics costs.  
 
Therefore, even against an unfavorable economic scenario, GPA’s defensive mix of sales, added to a robust 
and efficient structure, should ensure a positive performance during 2015. We believe that management 
initiatives to restore sales performance at Multivarejo and Via Varejo are going to be successful. This is why we 
maintain our target price to PCAR4 and our forecasts for the company.  
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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 
 
Mário Bernardes Junior    

 
      

 
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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