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4Q14 Results: lower volumes x higher net sales per tonne Victor Penna, CNPI
Senior Analyst

Gerdau showed stronger numbers in the Brazilian exports and, added to the positive effects VI e 5 E0 T o)

came from dollar appreciation, its adjusted EBTIDA in Brazil BO* reached margin of 20.3%
(+3.8 pp. QoQ). On the other hand, the North America unit showed a drop in volume sales
and EBITDA. For 2015, Gerdau plans to invest BRL 1.9 billion (versus BRL 2.3 billion in
2014), focused in productivity improvements and maintenance.

Wesley Bernabé, CNPI
Chief-Analyst
wesley.bernabe@bb.com.br

Positive: higher exports and FX effects. Gerdau released lower sales volumes by 3.5%
QoQ, mainly due to the drop of 14.9% in sales in the North America BO, but partially offset GGBR4 Outperform
by higher exports (+30.9% QoQ) from Brazil unit as a result of an improvement in the
international market for semi-finished products. However, the dollar appreciation led to
higher revenue per tonne in all of the BO (without Brazil) and so total revenues reached Target Price 12/2015 (BRL) 15.90
BRL 10.84 billion (+1.3% QoQ). When compared to 4Q13, revenues increased by 5.1%

Last Price 03/03/2015 (BRL) 10.17

i 0,
also due to the Brazilian real depreciation despite lower sales volumes. Upside 56.3%
Market Cap (BRL million) 16,305
Operating Results. Adjusted EBITDA reached BRL 1.24 billion in 4Q14 and it was at the - .
same level QoQ, with margin of 11.4%. While Brazilian BO increased by 25.7% to 1L Wlentin CEmgE L2
BRL 738 million, North America BO fell 40.9% QoQ. On the other hand, compared to 4Q13 LTM Change -30.0%
there was a drop in EBITDA of 9.6% mainly due to Brazilian operations (-25.5%) and Latin .
America BO (-19.9%). The iron ore business showed higher sales volume both QoQ and YTD Change 6.2%
YoY but,_ (_jue to the fall in international iron ore price, EBITDA was negative at 52w Low (BRL) 7.86
BRL 24 million.
52w High (BRL) 14.58
Financial Result. The financial result came negative at BRL 673 million (+17.0% QoQ) as a
result of the FX variation. The bottom line was also impacted by non-recurring events like -
the impairment of some Latin America assets (-BRL 339 million) and by the sale of Gallatin Multiples 2105e 2016e 2017e
Steel Company (+BRL 637 million). Thus, Gerdau ended the 4Q14 with a net income of EV/EBITDA 5.2x 4.9x 4.7x
BRL 393 million.
P/E 9.6x 9.1x 8.8x
Indebtedne_ss. Du_e_ to the_ e_ffect of the dollar appre_ci_ation over the company’s debt, the EPS (BRL) 1.66 1.75 1.82
gross debt in Brazilian reais increased by BRL 1.1 billion, but the Net Debt/EBITDA fell to
2.4x (versus 2.7x in 3Q14), after the recording of the proceeds from the divestment of
Gallatin Steel Company.
e —— GGBR4 IBOV
Outlook. In the upcoming months, Gerdau will probably continue to face a moderate
expansion in the North America BO but threatened by the increase in imported products, 220
and negatively impacted by the decline in sales in the domestic market, due to the current
macroeconomic prospects and to the energy crisis. Moreover, the inflation over the 100
company’s costs may put additional pressure over its margins. Regarding the iron ore unit,
the company has not planned any capacity expansion in the short/mid term and mostly of its B0
production will be destined to the Ouro Branco unit. We maintain our GGBR4 target price of
BRL 15.90 for YE2015, with Outperform recommendation. 60
*BO — Business Operation 40
Q’,\v ‘\u > q\v > or\u o
Q ()
BRL million 4Q14 QoQ Yoy 2014 Yoy < v DA S
Net Revenue 10,844 1.3% 5.1% 42,546 6.7% Source: Bloomberg and BB Investimentos
Gross Profit 1,285 0.7% -4.8% 5,140 0.1%
Gross Margin (%) 11.8% -0.1 p.p. -1.2 p.p. 12.1% -0.8 p.p.
Adjusted EBITDA 1,238 1.1% -9.6% 4,828 0.9%
EBITDA Margin (%) 11.4% 0.0 p.p. -1.9 p.p. 11.3% -0.7 p.p.
Net Income 393 50.0% -20.1% 1,488 -12.1%
Net Margin (%) 3.6% 1.2 p.p. -1.1 p.p. 3.5% -0.8 p.p.
Production (kt) 4Q14 QoQ YoY 2014 YoY
Crude Steel
Brazil 1,619 1.0% -4.3% 6,458 -7.3%
North America 1,509 -11.5% -2.6% 6,649 8.6%
Latin America 384 -0.5% -9.9% 1,614 -6.5%
Special Steel 811 4.2% 4.0% 3,307 3.4%
Total 4,323 -3.3% -2.8% 18,028 0.1%
Iron Ore 1,681 -24.2% -8.7% 7,623 36.5%

Source: Gerdau and BB Investimentos
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Sales (kt) 4Q14 QoQ YoY 2014 YoY
Brazil 1,738 4.7% -3.0% 6,583 -9.6%
Domestic Market 1,357 -0.9% -4.2% 5,540 -5.8%
Exports 381 30.9% 1.3% 1,043 -25.4%
North America 1,402 -14.9% -5.0% 6,154 0.1%
Latin America 664 2.6% -7.1% 2,623 -6.6%
Special Steel 677 -4.6% -4.8% 2,894 1.3%
Total -82 -3.5% -3.4% 17,869 -3.5%
Iron Ore 2,254 13.8% 5.4% 7,971 58.9%
EBITDA Margin per B.O. 4Q14 TIT AIA 2014 AIA
Brazil 20.3% 3.8 p.p. -4.5 p.p. 18.6% -2.8 p.p.
North America 5.7% -3.4 p.p. 1.2 p.p. 6.3% 1.7 p.p.
Latin America 7.1% -0.5 p.p. -2.2 p.p. 8.3% 0.3 p.p.
Special Steel 12.1% 1.1 p.p. 2.1 p.p. 10.6% -0.7 p.p.
Iron Ore -11.7% -16.5 p.p. -49.4 p.p. 17.0% -18.5 p.p.
Indebtedness (BRL million) 4Q14 QoQ YoY
Gross Debt 19,521 5.7% 16.8%
Net Debt 13,673 -0.9% 9.5%
Net Debt / EBITDA 2.4x -0.3x -0.1x

Source: Gerdau and BB Investimentos
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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 Comisséo de Valores Mobilirios - 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 Comissédo de Valores Mobiliarios -
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.

Iltems
Analysts

Victor Penna
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."

5/6



Disclaimer

2 BBINVESTIMENTOS

Administration

Director
Sandro Kohler Marcondes

Research Team

Head - Nataniel Cezimbra
Equity

Demand

Banks and Financial Services
Carlos Daltozo
daltozo@bb.com.br
Mario Bernardes Junior
mariobj@bb.com.br

Retail
Maria Paula Cantusio
paulacantusio@bb.com.br

Real Estate
Daniel Cobucci
wesley.bernabe@bb.com.br

Industrials and Transportation
Mario Bernardes Junior
mariobj@bb.com.br

Education and Health
Gabriela Cortez
gabrielaecortez@bb.com.br

Fixed Income and Market Strategy

Fixed Income, Currency e Commodities
Renato Odo
renato.odo@bb.com.br
Fabio Cardoso
fcardoso@bb.com.br

Sales Team

Institutional Investor:
bb.distribuicao@bb.com.br

Head - Antonio Emilio Ruiz
Bruno Finotello
Denise Rédua de Oliveira
Edger Euber Rodrigues
Henrique Reis
Jodo Carlos Floriano
Marcela Andressa Pereira
Thiago Cogo Pires
Viviane Ferro Candelaria

Executive Manager
Eduardo César do Nascimento

nataniel.cezimbra@bb.com.br

Supply

Agribusiness
Luciana de Carvalho
luciana_cvi@bb.com.br
Marcio de Carvalho Montes
mcmontes@bb.com.br

Infrastructure and Concessions
Renato Hallgren
renatoh@bb.com.br

Basic Materials
Victor Penna
victor.penna@bb.com.br

Oil & Gas
Wesley Bernabé
wesley.bernabe@bb.com.br
Mariana Peringer
marianaperinger@bb.com.br

Market Strateg v
Hamilton Moreira Alves
hmoreira@bb.com.br

Retail: acoes@bb.com.br

Head - Marcio Carvalho José
Mario D'Amico
Rodrigo Ataide Roxo

BB-Banco de Investimento S.A. « BB-BI
Rua Senador Dantas, 105 - 36° andar
Rio de Janeiro - RJ - Brazil
Tel. (+55 21) 38083625 Fax (+55 21) 38083355

BB Securities

4th Floor, Pinners Hall — 105-108 Old Broad St.
London EC2N 1ER - UK
+44 207 7960836 (facsimile)

Managing Director
Vinicius Balbino Bouhid
Deputy Managing Director
Selma da Silva
Director of Sales Trading
Boris Skulczuk
Head of Sales
Nick Demopoulos
Institutional Sales
Annabela Garcia
Melton Plumber
Renata Kreuzig
Trading
Bruno Fantasia
Gianpaolo Rivas
Head of Research
Paul Hollingworth
Structured Products
Hernan Lobert

+44 (207) 3675801
+44 (207) 3675802
+44 (207) 3675831
+44 (207) 3675832
+44 (207) 3675853
+44 (207) 3675843

+44 (207) 3675833

+44 (207) 3675852
+44 (207) 3675842

+44 (207) 3675851

+44 (207) 3675807

Banco do Brasil Securities LLC
535 Madison Avenue 34th Floor
New York City, NY 10022 - USA

(Member:

Managing Director
Daniel Alves Maria
Deputy Managing Director
Carla Sarkis Teixeira
Institutional Sales - Equity
Charles Langalis
Institutional Sales - Fixed Income
Cassandra Voss
DCM
Richard Dubbs
Syndicate
Kristen Tredwell
Sales
Michelle Malvezzi

Myung Jin Baldini

BB Securities Asia Pte Ltd

FINRA/SIPC/NFA)

+1 (646) 845-3710

+1 (646) 845-3710

+1 (646) 845-3714

+1 (646) 845-3713

+1 (646) 845-3719

+1 (646) 845-3717

+1 (646) 845-3715
+1 (646) 845-3718

6 Battery Road #11-02

Managing Director
Rodrigo Afonso
Director, Head of Sales
José Carlos Reis
Institutional Sales
Paco Zayco
Amelia Khoo

Singapore, 049909

+65 6420-6577

+65 6420-6570

+65 6420-6571
+65 6420-6582

6/6



