
1 32 4 5 6

2008

FEA-USP Team:
• Allan Paladino                       2º term

• Guilherme Braga                  2° term

• Guilherme Zagatti 1º term

• Gustavo Chiarini 1º term

• Walter Cavalcante              2° term
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1 INVESTMENT SUMMARY

Target Price: R$ 27,36 – BUY

1. target price based on the multiple method

2. R$ 27.36 for the end of 2008, revealing a 186.16% upside potential

Homebuilding sector

1. restrained demand of the low-income segment (homeownership deficit and financing funding)

2. less impacted by monetary policy and financial crisis

MRV risks

1. Difficulty in obtaining credit among the financial system

2. Increasing civil construction costs (tight business margins and sales)

3. Possible decrease in sales, generated by a decrease in consumer confidence
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BUSINESS DESCRIPTION2

MRV:

• Headquarted in Belo Horizonte – MG, Brazil

• Homebuilder and Developer focused in the low-income segment

• Present in 63 cities in 13 estates, with land bank in capitals (50,3%) and other 

cities (49,7%)

• Standardized products – Parque, Spazio e Village  

• Standardized business model (with partnership and outsourcing)
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BUSINESS DESCRIPTION2

Business model:

• Begins its expansion in 1994, always selling to the low-income 

segment

Land acquisition Project Approval Sale

• land bank: R$ 9,5 bi

Sales channels:

• own representatives (16%)

• partners (70%)

• internet (14%)

Products:

• Parque (40 to 45%)

• Spazio (50%)

• Village (5%)

Operation: 

•location

• demand

• competitors
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BUSINESS DESCRIPTION2

Business Model:

• Operating cycle:

pre-launching launching construction

MRV

Traditional 

period

3 months

6 months

3 to 15 months

6 to 18 months 18 to 36 months

6 to 15 months



1 32 4 5 6

2 BUSINESS DESCRIPTION

Business model:

• Operating cycle:

MRV

• 50% sold

•17% of revenue 

appropriated

Standardization and short cycle:

• speed

• quality control

• cost control

• high margins

• less cash need

• higher returns

3 months3 to 15 months 6 to 15 months
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BUSINESS DESCRIPTION2

MRV Clients

• credit need for 

working capital

• SBPE: 10.5% + TR 

(2%yoy) 

• importance of credit to 

buy, funding and conditions

• Approved commercial 

banks and CEF

• “Crédito Associativo”

Credit:

• Credit is necessary to buy (financing) and to operate (working capital):
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BUSINESS DESCRIPTION2

Geographic diversification:

• Present in 63 cities in 13 estates + DF 

• Land Bank with 97.400 unities or selling potential of R$ 9,5 bi

• Distribution amid capitals (50,3%) and other cities (49,7%)

• Higher concentration in SP (50%) and MG (25%)

• Land bank is present in regions where the home ownership deficit is mainly 

concentred 
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BUSINESS DESCRIPTION2

Competitive advantages:

• Well placed in a high potential sector

Low-income segment:

• where the home ownership is concentrated

• New financial and funding rules

• Real income is growing

MRV Position:

• Experience in the sector (29 years)

• Production style

• partnership with CEF
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3 INDUSTRY OVERVIEW AND 

COMPETITIVE POSITIONING

Norms and Regulation:

• SFH: CMN, BACEN, CEF and SEDU/PR

• SBPE  and FGTS

• 65% of the SBPE to the real-estate sector, 80% of which by 

SFH tax

• New legal instruments: SPE and enforcement of insolvent’s 

expropriation

• Government actions toward the sector
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3 INDUSTRY OVERVIEW AND 

COMPETITIVE POSITIONING
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3 INDUSTRY OVERVIEW AND 

COMPETITIVE POSITIONING

Main Indicators:

• Turmoil and changing indicators

• INCC: cement and work-force

• INCC: prediction of low growth

• GDP of Construction: growth higher than the GDP
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3 INDUSTRY OVERVIEW AND 

COMPETITIVE POSITIONING

The importance of credit:

• Great demand  for working capital vs. Liquidity restrictions

• Land plots: selling in a rush, buying bargain

• Leverage capability and size of equity
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3 INDUSTRY OVERVIEW AND 

COMPETITIVE POSITIONING

The emerging low-income class:

• 46% of Brazilian’s population

• Consume potential of ¼ of urban population; and at the 

homebuilder sector it is ½ of future buyers

• Growth: credit facility, price stability, government transfers 

and decrease of unemployment 
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3 INDUSTRY OVERVIEW AND 

COMPETITIVE POSITIONING

Competitive positioning:

• MRV: pioneer  to deliver to the low-income segment; good 

amount of equity and leverage capability; scale production; 

minimization of costs and good relationship with CEF

• Cyrella: greater growth velocity; greater cost of capital and 

financing; short cash-flow

• Gafisa: increase of PSV; Tenda’s acquisition does not change 

expectations; increase in the cost of capital
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3

Competitive positioning:

• PDG: increase in selling, general and administrative 

expenses; a little deceleration in growth

• Rossi: higher financial costs, especially in financing costs; 

long cash-flow

INDUSTRY OVERVIEW AND 

COMPETITIVE POSITIONING
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4
VALUATION AND 

FINANCIAL ANALYSIS

Valuation method: 

We used the multiple method because we believe that these indicators 

measure the investors expectations in relation to the stock price.

We believe that this is the only variable which cannot be quantified in a safe 

method, hence we fixed these indicators and verified how the stock price varied given 

the profit variation of the enterprise.
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4

Valuation method: 

Spreadsheet with the used method and 

obtained values

VALUATION AND 

FINANCIAL ANALYSIS



1 32 4 5 6

4
VALUATION AND 

FINANCIAL ANALYSIS

Level of negotiation based on the Price-to-Earn method:
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4
VALUATION AND 

FINANCIAL ANALYSIS

Financial Analysis: 

Our financial analysis is totally described by the attached spreadsheets in 

the report.

The growth of revenue was obtained by the historic relation between 

growth of number of launches and the growth of revenue. We have estimated only 

the number of future launches and maintained the historic relation.

The future growth of launches was estimated based in our macroeconomics 

and sector researches.
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4
VALUATION AND 

FINANCIAL ANALYSIS

Revenue growth:
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4
VALUATION AND 

FINANCIAL ANALYSIS

Evolution gross sales vs. 

PSV:
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4
VALUATION AND 

FINANCIAL ANALYSIS

Why didn’t us use DCF: 

By analyzing the Cash Flow through our premises, there is no space to DCF 

due to the strong investment periods by which MRV is passing through; and, 

especially due to the high needs of working capital, characteristic of this sector. These 

factors would hinder the analysis, not only of MRV, but of any Real Estate which is 

passing through such a business phase.
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4
VALUATION AND 

FINANCIAL ANALYSIS
Cash Flow:
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5 RISKS

This part of the report tries to show the main risks related to MRV and how it is 

positioned to face them.
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5 RISKS

Main risks:

• Decrease of credit availability;

• Retreat of demand;

• Raw material and work force inflation;

• Land inflation;
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5 RISKS

• Decrease of credit availability;

The main effect of the credit crisis is the great increase in the cost of capital, a 

problem which is worsened when the company is growing, with a great land bank 

and needing working capital to sustain and expand its production.
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5 RISKS

MRV is well positioned to face 2009 without financing problems, the successful 

debentures emission obtained R$ 300 m., which alleviates the company’s cash 

need and guarantee the continuity of the launches. Moreover, the company has 

access to SBPE’s resources, which are focused in financing construction.
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5 RISKS

• Retreat of demand;

We verified that the growth of MRV’ sales will decrease due to 

some key factors, such as the decrease of the growth of the 

income, the increase of unemployment and the scarcity of credit 

to the final consumers
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5 RISKS

We believe that MRV is well positioned in relation to its competitors, due to:

• High exposure to the low-income segment: This segment of the Brazilian 

population concentrates 40% of Brazilian households, and has been the 

protagonist of the income growth in Brazil. We have also observed that this is an 

actual government strategic sector.

• Good relationship with CEF: MRV’ experience with “crédito-associativo” has 

made the consumers chose this financing type
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5 RISKS

Raw materials and work force inflation

In 2008 the main construction materials and the work force have had great price 

increases, these are essential resources responsible for almost 30% of the construction 

cost. For instance, the cement had to be imported because of its scarcity in the 

domestic market.
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5 RISKS

We believe that this pressure will decrease, especially in 2009. The demand for materials will 

retreat because of some companies lack of working capital. This will diminish inflation.

Within this context, MRV differentiates itself by its more efficient production process and its

concentrated cost’s structure, what made the company less vulnerable to increases of price

and more prepared to succeed after the global turmoil.
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5 RISKS

•Land inflation;

In 2007, the great amount of IPOs in the homebuilding sector increased the 

demand, and, consequently the costs of land in some estates such as São  

Paulo, Minas Gerais and in the south of Brazil in general. These are places 

where the income grows more than the average and are preferred by the 

homebuilding companies. 
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5 RISKS

MRV is well positioned in relation to its competitors, its land bank is well 

positioned and has, according to the company, a land bank which can 

sustain 3 years of launches. This position in addition to the fact that the 

company will not have to sell lands to generate cash puts the company in a 

good place.

Due to the prices of land the demand will retreat, especially because of the 

lack of credit observed among MRV’ competitors. Some companies are 

selling their lands, what helps to decrease costs.
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6

Q&A
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Thank You


