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Market Profile

NATU: Is the perfume expiring?

Closing Price(BRL) 33.6
52 Week Price Rang¢BRL)  33.6746.4 We issue a HOLD recommendation on Natura S.A. (NATU) with a 2015 end target price of

BRL39.23, offering a 16.75% upside from its closing price as of October 24, 2014(BRL33.60). The
Average Daily Volume (mn) 1.3 s e .

company presents solid financial figures and the Beauty and Personal Care (BPC) industry gvs
Shares Outstanding (mn) 4312  strongly, but there areOT | A AOOAEAT AT 1 AAOIOGr rafing tefleGs a tdudgbed O  /
Enterprise Value BRLmN) 16,9480 competitiv_e scenario ano_l many doubts regar_ding_ OEA /?\ i I ) AT U0 AAEI EOU (

obstacles in or der to maintain growth and profitability. Political instability has caused abnormal
Market Cap BRLmn) 14,489.6  yolatility in the Brazilian stock exchange, impacting ACA OE OAT U 1 4560 OEAOA ¢

Source: Bloomberg and Team Estimates analysis support our call, despite the upsidepotential.
Main challenges for the next years :
1 Fierce competition: The company will have to deal with strong international players.
by bl beie 200 20EE Boticario (Botica), a traditional local player, more than evetOE OA A O O 14580 1A
EV/ EBITDA 12.0x 8.6x 1 Sales channel diversification : The traditional door-to-door selling is facing major growth
limitations. Hence, channel diversification is aeterminant issue.
EV / Revenues 2.8x 1.9x . N o A ~ ~ I = " PR
f  Success of key projects:4 EA AECCAOO AAO EO O2AAA . AMOOA

Price / Earnings 211x 15.5x addition,. ' 45 EO A@bAT AET ¢ EOO ET OAOT Afdvd ithkey | D /
Profitability performance indicators.There is a significant level of uncertainty about these projects.
ROE 68.6%  73.4% Threatened financial figures: NATU has a great capacity of cash generation, strongargins and
ROA 14.5% 14.0% ratios, but we question if that is enough. The company is facing a compression in its margins due to the
ROIC 307%  28.0% increasing interest, marketing and logistics expensetn terms of revenue) /- § Q C C?I x FEA O 0 F]A

low representativeness (16.0% of total sales). IEI EOAA AT 1T 001 OAT 008 COI x¢(
Leverage OAOAT OA ET AOAAOA bl OAT OEAT ET " OAUEI EAT ©HubrADAO]
Net Debt / EBITDA 1.0x 1.3x been decreasing anghould follow this trend . Weexpecta recoveryonly after 2017.

SourceBloomberg andTeam Estimates .. . . . . . . .

Promising projects still present low impact  on valuation metrics: Future projects pipeline offers

high expectationsbut still do not materialize into relevant net present value Nevertheless, by usig

conservative assumptions, BRP.34 (5.85%) of the DCFt&® CAO DOEAA xAO AOOOEA(

Valuation future projects. Regarding the multiple analysis, NATU used to trade at significant premium over its
- peers, which gradually faded away.
DCF Multiples
Estimated 39.89 36.57 Main risks to target price: (1) Brazilian market dependence (2)Intensifying competition; (3)
value exposure to Argentina; @) & AET OOA O1 AAI EOAO A reds Nafudk ifrAstiatesC A E
Weights 80% 20% expectations and (6) tax increase Overall, these risks have mid probability of occurring and high
Target Price 39.23 impact.
Source: Team Estimates
NATU3 vsIBOVESPA vs Sustaability Index (indexed in NATU3 price)
gﬂ;‘:‘:::y ©RL) 2013 2015 2017E  2020E 60
Net Revenuegmn) 7,010 7,617 8,436 10,007 50 SR 4615 (s 46.22%)
EBITDA(mN) 1,609 1,702 1,807 2,112 0 % BRL 3023 (+ 16.75%)
Net Income(mn) 843 880 906 1,025 w0 L4 BRL 33.52 (- 0.24%)
EPS 2.0 2.1 2.1 2.4
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Figure 1: Revenues Breakdown in 201§BRL mn)
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Figure 3: Innovation Rate& Productivity
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Figure 4: Shareholder Structure
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Business Description

Well Being Well

NATU is a Brazilian company engaged in the manufacture, distribution and commercialization of cosmetics,
fragrances and personal hygiene products. Established in 1969, headquartered in Cajamar, Sdo Pawld\Ns
"OAUEI 80 1 AET " AAOQBPCypioduct m@nfadiurkrA and tHefdd AOT OOUB O 1 AAAA(
sales. It employsapproximately 7,000 staff, 1.7 millionindependentconsultantsand operatesin seven countries:

Brazil, Argentina, Chile, Mexico, Peru, Colombia and Frar{ezcluding AESOP, recently acquired subsidiary)

Over the past 40 yearsNATUembraced a corporate culture based osommitment to environmental and social
responsibility, being currently considered a carbon neutratompanyand recognized as the#2 most committed
business to sustainable development in the world 1.

Simultaneously, NATWoresents an aggressive investment profile: approximately 2.6% of the companyd O 1 A0
revenues are spenin R&D and 70% in CapExlast 3 years ag). R&Dinvestments are in most part to develop

new products while CapExnvestments were allocatedto improve Logistics and ITinfrastructures, as well as to
develop Rede Natura (Appendix 1) the web-based direct sals platform which should be fully operational in

2015.

Ranked#14th in the global BPC market (1.3% marketshare),84.0% of NATU’s gross revenues 2013 cane
from the Brazilian market, while the remaining 16,0% originated from the consolidat ion (Argentina, Chile and
Peru), implementation (Mexico and Colombiq and other international operations (Figure 1). Aithough NATU
achieved a penetration indeX of 59% in Brazil, the company is aiming at increasing diversification through
international markets and to expandits brand portfolio. In 2013, NATU acquired 65% of Aesop, a global BPC
company that operatesthrough retail, department stores and ecommerce in Oceania,Asia, Europe and\orth
America (Figure 2).

Fragrances and skin care treatments are IN4 § §trongestperforming areas, followed by deodorants and bar
soaps. Their most important sukbrands areNatura Ekos, Natura Chroos and Natura Tododia and theompanyd O
average price in Brazilwas BRL16.7in 2013, positioning it in all market segmentsexcept lower massAlthough

NATW O ET 11 OAddpped fromt 650% @ 1Q13to 61.0% in 2Q14(Figure 3),it is expected to increase

with SOU(the new line of soaps and bog moisturizers launched in 2013),Luna and #urbano (new fragrances
launched in 2014).The SOWorand focuses on lowerpackaging coss and consequently lower pricesintroducing

theAT | DAT U8 Oin theuppériniash degmen(refer to Appendix 3l O AOAT A8 O bi OEOEI T E

1 Brazil -Revert AT 1 001 OAT 06 & trabdd NATOFlad B diei@dsesalesproductivity through
several initiatives: product innovation, marketing expensescredit and payment methodsexpansion
and promotions.

1 Latin America z Logistics infrastructure investments: NATU intends to establish at least 2
Distribution Centers in every Latin Americad O AT 01 OOU OEAU 1 bAOAOGA AT A
which already accounts for 16.5% of international sales.

1 Increase international operations market representativeness  : NATU hasapproximately 5.1% of
market-share in itsConsolidating maketsand 1.5% in its mplementing markets, whichare forecasted
to grow significantly (3.4 and 2.9%13-18 CAGR, respectively)

T Multichannel development: NATU plans to diversify its sales channel through Rede Natura fully
integrated sales channel (involvingcompany, consultants and customers) Thecompany launchedits
pilot version in S&o José dos Campos and Campinas, and just expanded it to the entire State of Sao
Paulo. The alternative channel enables online or@E1 C 1 1 A tubtan@édOneb Aages,
acceptinga variety of payment methods and reducindead-time from 10-12 days to 48 hours.

Brand expansion and diversification: Thecompanyrecently introduced Natura+, a new directory in
Rede Natura where Home & ashion products are commercialized benefiting from NATUS Bgistic
system and brand awareness In order to further explore the mass market segment, brand
acquisition or development are being discussed by ATU’s management team.

 Concept-stores and kiosks: As part of channel diversification, MTUintends to expandflagship stores
throughout the country and introduce shopping mall kiosks, fully integrated with Rede Natura the
consultantsand thecompanyd © 1 1T CEOO Eﬁ@ls@ﬁa@@ﬁn@o&@aﬁe informal sellers to
their network offering support.

Shareholder Structure

NATUis still controlled by its founders, namely Antonio Seabra, Guilherme Leal and Pedro Passos; mg&9.8%
of total shares and still part of thecompanyd O A(Figuf@A). The remainder ofshares is either part of the
Treasury & Statutory Director's (0.9%) or freely negotiated in the stock exchange (39.3%).

Experienced and qualified management

NATU’s managemet team is composed by 4 membergmaximum of 10 according to theCompanyd O A1 A x
André Carluccithe former CEOheld the position for 9 years, being replaced in August 2014 Woberto Lima the
former CEO of Vivo and Credicarénd NATU’s longime board member (please refer toAppendix4). He is
expected to coclude2 AAA . AOGOOAS O AAOAIT T Bi Al Oh and hcde®rAtéit® AanditibrO A O
process of turning NATU into a multi-channel, multibrand and multi-category enterprise.

1Corporate Knights Order. The ranking is announced every year at the World Economic Forum in Davos.

2 penetration index represent the percentage of Brazilian households that purchased at least one product in the last 12 months
3 The percentage of revenue from products launched in the last two years

4 Productivity at retail prices = (gross revenue periodaverage number/average number of consultants)/(1- % consultants' profit)



Recognition (2013)

Corporate Governance and Social Responsibility

Leading by example

Highly rated corporate governance and social responsibility

NATUadopts best practices in corporate governance iBrazil. It received major Investor Relations awards in 2013

j O)2 T AGAUET A - QMAXET# I!1=DAMJ AA OA T yBACOOIBiIgEtd BefCBErphni8 A00 ORUts A x O
board must be composed by a minimum of 5 members and a maximum of 9. It currentdgmprises8 members,

from which 4 are independent. Thecompanyalso follows a very transparent investor relations policy, presenting

well prepared reports and IR events.

NATU is part of Novo Mercado, the mostprominentT £ " T OAODAS O | " OA tisiorts Arbate®i® i A E
2000 for companies with healthy corporate governancepractices. Members of this divisionare required to be in
accordance withadditional practices (such as the exclusive existence of ordinary stocks and 100% tag along)
which are not required by Brazilian laws. NATU also holds international certifications ofcorporate governance

such as SOX Certification and was the pioneer in applying G@lobal Reporting Initiative) AT A ) ) 2 #
(International Integrated Reporting Council) frameworks.

Social & Environmental Responsibility

NATU is a carbon neutracompany heavily committed to the environment by using refill packaging, adopting
sustainable extraction and using recycled and recyclable materialsegarding social responsibility the company
seeks to offer support in order to enable the supplier communities to retain their independence, generate added
value and drive sustainable development. In 2013 NATU maintained relations with 32 communities around the
country, allocating BRIL1.2million in a large range of projects (from infrastructure to workshops and courses).

Organization Award Category Rank

Alessandro Carlucci was recognized as the best CEO of the year in the B¢

Responsible Business Awards Ethical Corporation Supplier Engagement category, with the case "TBL strategic sourcing” 1st

World's Most Ethical Companies EthiSphere One of the most ethical companies in thg world in the Health and Beauty
category, and the only Braziliarcompanyin the rating

Global 100 Most Sustainable Corporations in the World Corporate Knights Inc. Overall ranking 2nd

IR Magazine BrazilAwards IR Magazine Best in socieenvironmental sustainability 1st

Best companies for shareholders Capital Aberto Campanies with assets between BRL.and 15 bn 2nd

Epoca 360° Business Annual Epoca Negacios Magazine, Innovation in the Hygiene and Beautycategories 1st

Fundac@® Dom Cabral and others

Source: Company data

Figure 5: GDP& BPCindustry real growth rate
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Figure 6: BPCmarket footprint in 2013 (USD mn)
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Industry Overview and Competitive Positioning
Solid industry drivers but aggressive and increasing competition

Solid industry specific drivers, even with discouraging macroeconomic scenario

Latin America has been experiencing a boost in inconggowth and consumption. Disposable income grows at a
faster rate thanin developedeconomies and there is an intense social migration to upper income classeaysing
a drastic increase in BPC products demand.6 and 7.5%LatAm and Brazilian, respectively, BP@dustry real
growth in 2013, compared to 2.6% from the world, even with the discouraging macro scenario: low GDP growth
rate (2.5% LatAm GDP growthn 2013), economic instability and political distrust. Brazilian macro scenario has
been showing the same discouraging factors, but atlarger scale: market dissatisfaction towards government,
social unrest, threat of economic recession-0.9% 2Qreal GDP growth @er the same period of last year, as shown
in Appendix 9, high inflation rates andconsumption growth rates slowdown. On the other hand, social migration

ATA 1T x OTAIBITUI AT O OAOAO ghoA (7 8% rieaDgiomih i© POEF). The Bdustry 0 # 1
presents higher growth rates than the overall economy and strong macroeconomic resilience (Figure 5),
AOOOOET ¢ .14580 Oi1EA CAI COAPEEA DI OEOQEITEIC

Emerging markets remain as the in A O O @ Qriiag force

Emerging countries are undoubtedly the fastest growing BPC markets in the worBrazil and China are the main
driving forces; respectively representing 20.6% and 17.4% of world’s absolute growth between 2008 and 2013
(refer to Appendix §. Amongthe 25 fastest growing markets, 8 are from Latin America, positioning it as the fastest
growing region in terms of BPC market CAGHiQure 6). Argentina occupies the # position in terms of growth
rate (08-13), while Brazil holds the 8. Brazilian BPC market aclived impressive size in 2013, positioning it as
the 3 largest market in the globe (please, refer toAppendix 7, with USD42,952 million in sales.Also, the
industry in Lat Am grows more than in the World and we estimate this trend to continue until 2030.

Low entry barriers and competitive prices

Beauty and Personal Care industry is characterized by loentry barriers. The country’s large territory favors
direct sellers and specialists (pharmacies and drugstores), and makes it suitable for small regional companies to
profit. Low amount of initial investment necessary and easy access of international playezshance thelow entry
barriers scenario (please refer to Porter's 5 forces analysis i\ppendix §. On the other hand,significant
marketing and m edia investments are necessary in order to become a major player .The industry high gross
margin allows competitors to chage lower prices in order to land a solid atrance or capture market share,
threatening local competitors and mainly regional companies.



Figure 7: Brazilian Minimum wage vs NATU
average product price (BRL)

2009 2010 2011 2012 2013
Average price
e |\linimum wage/average price

Source: Euromonitor, Ipeadata, BCB

Figure 8: Channel representativeness over total
market revenue (%)

Brazil 2008 2013
Grocery Stores 384 364
Health and Beauty Specialist 30.7 34.2
Direct Selling 283 263
Internet Retailing 1 15
World 2008 2013
Grocery Stores 348 346
Health and BeautySpecialist 326 323
Direct Selling 103 106
Internet Retailing 29 48

Source: Euromonitor

Figure 9: Direct sales channel absolute value and
share
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Figure 10: BPC total investment (USD bn)
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Figurelld, - AET DI AUAOOS "o0o#

Brazil LatAm (ex Brazil)

2008 2013 r (p.p.) [2008 2013 r (p.p.)
Natura ~ 13.6% 1224% -12 | 10% 30% 2.0

Unilever ~ 106%  120% 14 8.9% 114% 2.5

Botica 65%  95% 3.0 N/A NIA  N/A
P&G 69% 9% 2.2 |128% 18% -10
Avon 88%  64% -2.4 | 80% 70% -10
L'Oreal  53%  54% 0.1 | 63% 73% 10

Others 48.3% 45.2% -3.1 63.0% 59.5% -3.5

Source: Euromonitor

Clear distinction between premium and mass market s

Premium products represent only 3.9 of Brazilian total Beauty and Personal Careetail sales (as shown in
Appendix 9, indicating that the market is highly concentrated in the mass and upper mass segments
Conversehh OEAOA EO A OPOAI EOI EOAOQEI T 6 OOATA AO ATl PATE
believing inthe OA CT AT O & omentuin aitshowed two-digit and superior historical growth rates (08-

po DOAIEOI 1 AOEAGEO #!' 2 |1 £ psangeypbriod CAGRI ob 18Q%)Aherdis a | A O
limitation for regional companies to explore the premium market, as internationabrands havea natural market

appeal and detain the majority of DOAT EOI AT 1 001 Al Gee Siaded /adaddin itdrnational
airports alsothreat local players especially in the premium segmentgiven that mnsumerstend to buy premium
tax-free products when travelling.

Price dynam ic: BPC products becoming more affordable

1458 0 AOAOA C AeabyGtbleAn tHe Aadt 4 fehrd ih nominal terms, increasing its affordability. In
2009, Brazilian minimum wage was sufficient to buy 30 NATldverage pricedproducts, while in 2013 this
multiplier rose to 40x(Figure 7). In general, BPC companies are unable to transfer inflation prices increase to its
customers (Appendix 10)impacting profitability. Aggressive competition also contributes to the stabilization of
prices and margin caitraction.. ! 458 O COT xOE | ECEO A duchhbargilbooritrdcio@ AA AOA

Forecasted growth reveals a shift in Brazilian BPCopportunity matrix

Forecasted CAGR shows a category shift in terms of market opportunifepilatory and Men’s grooming
categories should grow the most until 2018 (please proceed toAppendix 1) revealing solid market
opportunities. Latin American men are heavily concerned about their own beauty and personal cafEheyhave
73% more disposable incomehan women, which presented a CAGR 083 of 9.7% compared ta2.3% of men in
developed markets Appendix 12, while the category still represents modest 10.5% of total BPC Brazilian market.
NATU isnot well positioned in such category and is not expectedtbenefit from this trend.

Internet as an option to increase penetration

y1 OAOT AO EO OEA EAOCOAOO AAOAIT T PET ¢ AEATTAT AT A xEII
confidence on e-commerce platforms. Internet retailing is growing significantly, representing 1.5% of total
industry sales in Brazil and 4.8% in the world Figure 8. E-commerce in Brazil also tends to gain value from store

based retailers, as players such as Walmart and Sephora are investing heavily in internet soluiofiraditional

outlets will keep playing a strong role in the BPC industry, offering credit to lovincome shoppers.

LatAm and Brazilian BPC markegtare goingto be highly benefited from internet retailing due to its large territory.
Exploring internet -based solutions is certainly capable of increasing product penetration. It is arguable that

this might be an option to the cet-intensive direct sales model! AET ¢ AAT A 061 AADPOOOA OEE
revenue growth maintenance.

) T A O Odsbibudiod channel shift

Direct sales channel is largely adopted by companies in this specific industry, representing more than half of the
channeB @tal sales.As shown inFigure § NATU and A/ON (BBGTicker: AVPUS are facing difficulties in
expanding sales throughdirect sales ¢1.9 p.p. and-7.7 p.p. NATU and AVBharein total direct sales between

2008 and 2013).Number of consultants showed fast growth in the past, s giving signs of a slowdownDueto

direct selling model maturity, technologc AAOAT i i AT O AT A EI O(QthddhdndelGéndsitol AA O
decrease representativeness . Internet and store based sales are forecasted toogv the mostin the industry.

Brand ing and R&D demand high and increasing investments

Customer preference isdriven by product innovation, leading to an increasing R&D investment need.
Additionally, investments inbrand image and awarenessre increasingly required in order to maintain or gain

market share, due tathe intensive competition. Total industry investments representedl6.6b | £ ET AOOO O
wholesale revenue in 2012 compared to 11.2% in 2009(Figure 10). The high competitiveness ¢ auses a

decrease in overall ROIC as market growth ratestend to decrease and imestment needs tend to increase.

Competitive position in danger: NATU decreasing market share

Global BPC market is highly concentrated. Procter@amble is the current market leader (market share of 11.3%)

£l AOOGET ¢ ET PAOOIT AT AAOAh xEEIT A |, 8/ O0AAl EITTAO OEA
market segment. In LatAmex-Brazil (2013), P&G is also the leader with 11.8% of miget share and Unilever is
sécAr@Bnitbe rak At 11.4%. NATU grows consistently and represents 3% of total retail sales in LatAn

Brazil compared to 1% in 2008. On the other hand, its market share growth in Brazil is going in the opposite
direction. NATU continues as the leader with 12.4% market share in 2013 end, but lost 1.20 percentage

points between 2008 and 2013, while Botica and P&G gained 3.0 and 2.2 p.p. respectively (Figure 11).

Bottom -up analysis show highly concentrated categories

NATUholds leadership in Qild & Baby and Skin @re (Figure 12on the next paggwith strong market advantage
(+11% and + 10% over the 24 place). However, Deodorant, Hair Care and Bath and Shower categories are
concentrated in Unilever (38.5% of Deodorant markt share, gaining impressive 10p.ghare between 200813).
The highly promising- AT &ddming category is concentrated in Procter & Gamble, which holds 46.1% market
share.Hair Care isthe most representative category in terms of sales volume (24.5%hareof total BPCindustry)
followed by fragrances that holds19.5% share NATU has a small stake of the most representative category

in expanding int o the highly concentrated categories, under Unilever and P&G domain.
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Figure 16: Regression- revenues vsconsultants
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I AvorE (AP):@iosedpuldlic) peer
AVP presented gross revenues of USD 9,955 million 2013, from which 48.6% came from Latin Americaand
20.2% from Brazil. The company operates with two main product lines: Home & Fashion and Beauty/Ris facing
a number of challenges, including decreasg EBITDA and lower margins due to direct selling channel saturation.
Revenues in Brazil grew 9% in 2013 (constantxchange rate$, but beauty products sales value grew only 3% (
7.3 p.p.below NATWBB O CQBx®ET OEAAOETI ¢ OEA Al 1 PATUBO O OAT 1 PA
while operating profit dropped by 19%. Full yar 2013 EBITDA was of USD 76, -16.2% compared to 2012,
and EBITDA Magin was of 7.6%,-1 p.p..NATU shows much stronger results , with +6.4% nominal EBITDAYoY
growth and EBITDA Margin of 23%;0.8 p.p.YoY. In thesis, AVP is the closest comparable, but given its current
financial complications we did no consider it as such.

Boticario Group: eminent threat

Botica has deliveredconsistent results over the past years. Still operating as a private organization, the groogs
beenAAl A O 1 OAOAT I A . 14580 1 AAARbiyge&t b BPCEHdUSEYE deiniMEGA EO AT
over the past 5 years, while NATU lost 3.8.p.in the same period.Botica also holds leadership and pesents

T céheist@nfhiarkefshdrd growth in the fast growing sets/kits product category. Althoug ©8 0 117 6 DI OOE

access to the exact numbers,&a consensus that the group has been gairgnshare in the direct sales channel,
while NATU and Avon, the two channel leters, show decreasing share.

Botica counts on four different businessesO Boticario, Eudora, Quem Disse Berenice? and The Beauty Box

1 OBoticario: / " 1T OE A A OE firét buéirieds un@t, 0pe@®sintoth retail (traditional and internet
based) and direct selling channels.

1  Eudora: launched in 2011 with a more aggressive concept, aiming at young population and operating
inamuti-FAEAT T AT O AOOOE CA g (@d3tOdpaedeqdiivg), idtdir@tirdtaling Gdd] 1
traditional retail (four flagship stores).

1 Quem Disse Berenice? :launched in 2012, focuses on the masmarket segment and the color
cosmetics product line, exploring internet and storebased retail.

1 The Beauty Box: A1 01 1 AOGT AEAA ET ¢mpch HOT AAAT U OEA CO
under a multi-brand strategy in the same two channels.

111 & 00 A Odalesiplatiormére Gpar&ibndl@nd channel diversification will certainly be a strong

COl xOE AOEOAO8 /1 OEA 1O0EAO EAT Ah 2AAA . AOOOAR .1 458
Al 1T OOAT O 11 AEEAEAAOCETTO8 )1 OEA OAAI 60 TPETEITHh "1OE
projects more rapidly than NATU, gaining first mover advantage and consequently improving comparable
performance - in terms of growth (15.6% and 10.8%nominal gross revenue growth in 2012 and 2013YoY,

Ai i DAOAA O .14580 po8xb AT A pm8obq AT A OEAOAS

Investment Summary
Uncertai nties justify the HOLD. Time to be patient

Entering the Red Ocean

We issue a HOLD recommendation for NATU witmand 2015target price of BRL39.23and 16.75% upside from

the current price level as of OctobeR6, 2014. The company shows good financial indicators and tHgPCmarket

EO ¢OiI xET ¢gh AOO OEAOA AOA O | Fre @ripérk Bsdd to shim@ldn® i@ BldA T OO

Ocean (Figure 13), enjoying the BPCindustry growth in Brazil, with lower competition and an efficient sales

channel. This scenario allowed NATU to increase its net revenue in 65.3% (202813) and build a solid financial
Aposition with great cash generation, low debt and comfortable margins.

From now on, NATUacesa tough scenario and neesito overcomeseveral obstaclesn order to maintain growth
and profitability, entering a competitive scenario classified aRed Ocean Our analysis and valuation reflect this
new scenario, with greater competition, saturation ofdirect selling model, higher brand and marketing
investment needs, lower margins andecreasingshort term ROIC. Even for a company with solid financiéigures
and great intangible asset, the future will be challenging. NATU needs to prove that is prepéfer this radical
change inthe BPCindustry. The company has been underperforming when compared to BPC compar(Egure
14). In the last five years, the BPC index hadcamulative return of 80%, while NATU and Direct Selling Index
(composition of indexes inAppendix13) had 18%, showing that NATU follows aimilar path (with negative trend)
asdirect selling companies and suggesting @eed for change in itdusiness model.

Saturation of direct selling m odel

Door-to-door selling is aprofitable business in Brazil, representinga respectable share of BPC total sales
Although this channel has been growingit is slowing down as the number of consultantsalready reached a very
large baseDOAAO OAI 1 AOO OAPOAOGAT Oh 11T AOAOAGCARh p8aob 1T £ xI
2.2% (Appendix18), suggestng that the model is close tosaturation. Particularly, NATU already achieved a
remarkable amount of sales representativesConsequently, further growth poses challenges and requires larger
investment. NATUS ¢dnsultantsin Brazil grew only 1.7% in2012-13, contrasted t0 14.3% in2010-11 (Figure 15).
4EA AT 1T PATUBO OAOAkdrméided b hexpgadsibini in nurbéng dohsUltants(Figure 16), hence,

a lower revenue growth is expected.



Figure 17: NATU3 premium over BPC average
EV/EBTIDA multiple
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Figure 18 FCFF as % of net revenue
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Figure 19: Dividends pershare evolution
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Figure 20: NATU share prices and news flows
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NATU lost its premium valuation over BPC industry

As we can see irFigure 17, NATU3 historically enjoyed a premium over its peers, but started to tradewith
negative premium at the end of 2013and remains to do sauntil nowh OA £ AAOGEI ¢ OEA 2AA |
EV/EBITDA multiple is converging to the samestandards as theBPC industry as a wholegonfirming the loss in
competitive advantage.

Dependence on key projects success

NATUinvestedanannualaverage(10-13) of BRL394mn in CapEx irorder to maintain its leadership and promote
business expansionThecl | DPAT U8 O ET OAT OA ET OAOOI AT 6 OOOAOACU EO
market, since NATUstill has not presented a solidproof of successver this invested capital The bggest bet is
Rede Natura, thet | PAT U8 O AE OA A GrmOnhithAh@ re$ultsiwil indkeridlize Ay in the mid/ long

term. Other important challenges are(1) expansionin international operations; (2) inauguration of flagship-
stores and kiosks; 8) brands expansion and diversification.

Strong financial position and high dividends ®

NATU presened a net debt/EBITDA ratio of 1.1x and an interest coverage ratio of 2.8x in 2Q14, indicating low
indebtedness levelsOur projections stated thatthe Company will slightly increase its debt levels in the forecast
period, as outays to consolidate Rede Natura throughout the country and to improve logistics witequire on
averageBRL539.4mn annually for the next 5 years. The expectedendebt/EBITDA ratio for 2020 is 1.1x, which
still allows NATU to increase borrowings. Concurnetly, the company has a track record of strong cash generation
ability (Figure 18).The company had a downturn in 2011 and 2013 in its FCFF generation, but we believe that will
get back on track and achieve in 2020 the high levels of FCFF as % of net revenue that had in 2010 and Z0d<.
will enable the Company to maintain its high dixdend distribution policy that amounted BRL853.7mn, net of
income taxesin 20135. The average value of dividends per share w&RL1.87 in the 20102013 period, with an
average4.3% dividend yield. Averageestimated dividendsto be paid in the period of 2014E2020E will amount
BRL2.4 per sharecomparedto 2013 BRL1.89 and 2012 BRI1.86 (Figure 19.

Investment risks

NATU facessignificant Market Risks regarding its dependence onthe " OAUET EAT [ AOEAO | wc ¢
revenue in LTM 2014) and exposure to Argentina (third highest number of consultants)Brazilian unstable
i AROT AATTTTEA AITTAEQCEITO I AU EIi PAAO TACAOCEOAI U .1 45

Risks, such as the output of new projectsnainlyRede M OO OA 8 O A0 O O O A 8ory.Risks, Suchies hd O
increase m the expenses related td’IS and COFINSontributions, which can bealso chargedon distribution
center level. A detailed discussion otthe risks is presented in the Investments Risks section.

Stock should remain in po rtfolio as respectful dividends are expected. Buy/Sell decision should be
postponed due to macroeconomic uncertainty related to the presid  ential run, taking place on October 26,
2014. %1 A A Orésliltiwid Be imperatively decisive on the consolidation of the Brazilian macroeconomic
scenario, which will stabilize only in the mid -2015. In addition, investor should be attentive for concrete
signs of revenue potential of Rede Natura and o ther channel diversification initiatives. These w ill be key

factors £l O Al OPADPDAAOAA ¢cOiI xOE AT AR AT 1 OANOAT O1 Uh OEAOA

Oppenheimer Funds
reach 5.026 stake in the
company

Unusualvolatility dueto
presidential elections. NATU3
depreciated21.1% in 10 weeks

16

Acquired 65% of Emeis Carlucci's

Holdings (Aesop) for renouncement

AUD$68.25mn 14
Rede. AOOOABD
expansionto the

Estateof S&o Paulg,

A

12
Aesop
Acquisition
Announcement/ ) j
Adjusted net income L 10

20% below market
expectations

\
Ex-dividend Day > N /| 8
Dividend and r=-

Capital Interest
Payment 6

annoucment

Apr-12 Oct-12 Apr-13 Oct-13 Apr-14 Oct-14

4= Price (BRL) ®=Volume (mn)

5 Includes interest on capital

50) 3

OO0AT AO &I O 031 AEAI ET OAEIOBGOGATT OOELOBEDBT A

FEAO#O®RA . EEIOABKABI ¢ T £ O
7



Figure 21: P&L breakdown andmargins
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Figure 22 Net revenue breakdown
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Figure 23 Sales Growth vs EBITDA margin
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Figure 24: Indebtednessratios
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Figure 25 Du Pont analysis
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Figure 26: CAPEX and return orinvested capital
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Financial analysis

== Financial costs and income tax

Vertical and Horizontal analysis reveal important concerns

The company has a great capacity of cash generation, strong margins and ratios. The numbers are impressive, but
we question if that is enough. Vertical analysis shasva constant decrease in major figuresin this section, the
team questions how limited growth opportunities, financial position and capital structure impactin the

AT i DATUBO 001 AE POEAA bpi OAT OEAI 8

Keeping up with high revenue growth rate and preserve stable margins is becoming a trade  -off

Vertical analysis shows that larger expenditures in key accouts caused a small compression imargins. Gross
margin is constant while EBITDA and net margins are systematically decreasi(féigure 21). Sales & Marketing
and undisclosed operating expensesAppendix14) were determinant to the loss in operational performance,
while financial expenses were the main reason for the compression in net margiNATUsets footin a stage of
maturity, facing hostile competitive scenarioand, therefore, having to giveip on margin in order to keep growth.

Brazil: Main revenue driver fadesand NATU faces revenue slowdown and margins compression

Growth will not be entirely O OB DT OOAA AU AncreaSelahy®drd addndll reduketadger investments

in R&D, marketing and alternative sales channels. The new competitive scenario is also determinant to the
AT | b Amatgdhsdecreasdn its operations inthe country.

International operations :faster growth , operatin g cashgeneration , but still have low representativeness
NATU is investing strongly in its international operation but is revenuesstill represented only 16.1% of total
salesin 2013(Figure 22.

Consolidation operations are growing fast, showing solid operational performanceand representing9.6% total
revenues in 2013 with 21.1% of EBITDA margifFigure 23.

Implementation operations also presentshigh growth but expected margins are still undefined. Implementation
has hit EBITDA breakeven point in 2013, with 2.7% of margin. BPC market stzin Colombia and Mexico
combined to a large female population support twedigit YoY consultants basegrowth until 2020 (Appendix
18108 001 AOAOEOEOU EO Al O AgPpAAOAA OiI EI AOAAOA AOA (
Mexican market (multilevel direct sales).

Consolidation and Implementation together are expected to have a market size 8RL30.2 bn (Appendix7) in
2018, representing approximately half the size of Brazilian market by that time. For this reason, growth in this
markets are limited andtherefore are not expected to represent more thar80% . ! 4 $révenues in the long
term, according toour estimates(Figure 22).

Increasing leverage is not critical, but compresses net margins

Increasing competition in recent years forced NATU to invest in order to keep market steaOverallindebtedness

has increased leadingnet debt/EBITDA to 1.1x in 2014 vs. 0.5x in 201X Figure 24. Total gross debt amounts
BRL3,574m, butOADAUI AT O OET O1 AT606 AA A AEAI T AT CA /mEiteest. | 4°¢
coverage ratio is down to 28x in 2Q2014(vs. 7. in 2011), taking NATU to a new level of et margin (10.6% in

2013 vs. 14.9% in 201}, that should keep compressed in the following years, since 2014 is still a year of
significant investments and the majority of the debt currently held will mature in 2016.

Change in capital structure: howdoes EO A ££AA O 145860 EAU OAOEI Oe

Total assets/ BV of equityleverageratio is expectedto be 5.2xin 2015 and 5.6x in 2020 (vs 2.5x in 2010). The

net debt will not affect negativelyOE AOAET 1 A A O &€ROB i© éxpeEt€dl AoAnEréase@ol¥3.4% in 20156
89.6% in 2020 (vs 68.6% in 2013 Figure 25. Thechange in capitalstructure should not impact payout ratios

OET AA 14580 &#&& xEii AA A1T1 OCE Oi anhverdgepdiowof 9658 GE A A T
the next years.

Large Capexinvestments increase expectations for the future ROIC

In 2012 and 2013, NATE O AADPEOAI A @b BRI488ED Grd BRLEAMN (Figudel2), respectively.
Investments were destined mainly tolT infrastructure to support the Rede Naturaplatform and logistics to
increase robustness of operations in LatAnThe decreasing level of ROIC raises questions regarding the capacity
of the company to deliver the same rates of return on investments made in recent yeaROIC should decrease
until 2017 and increase t32.2% in 2020, far below the historical levels (55.5% in 2010). The year @014 is still

a year of high PP&E expansion and CAPEX should be around BRin5n (Appendix18.3).

New business model (Appendix 3 has good perspectives, but it is too soon to measure results

Rede Natura is an importantinitiative on channel diversification and should represent increase in consultant
productivity as well as longtail revenues. Incremental value delivered by the platform is still soon to be measute

and a relevantimpact on revenues shoud happen onthe beginning of 2016. Rede Natura wlilslightly increase

OEA AT d dashicthbersion cycle due D AUT AT O 1 AOGET AO OEAO xEIl ETAO
receivables Operating margin willslightly decreaseuntil 2017 due higher logistics costsand incipient scale gains
Penetration in other product categories, new brands and other alternative sales channels are alsotire
company® pipeline.



Figure 27: DCF target price breakdown (BRL)
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Figure 28: DCF valuation outputs
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Source: Team estimates

Figure 29: Revenue drivers
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Figure 30: WACC & growth assu

mptions

WACC Calculation

CAPM Assumptions

Risk-Free Rate 2.65%
Market Risk Premium 5.59%
Beta (hist.) 0.83
Country Risk Premium 2.25%
3 Inflation USABR 2.98%
Cost of Equity (2016) 12.79%
After -tax Cost of Debt 5.35%
E/D+E 88.97%
D/D+E 11.03%
WACC(2016) 12.03%
1st stage growth (21-30) 7.55%
2nd stage growth 25 -) 6.00%

Source: Team estimates

Valuation

Future projects: hold your expectations

Methodology

In order to obtain a more accurate share price, we used a mixed methodology of Discounted Cash Flow to Firm
(DCFF) and Comparable Analysis. Due to the lack of an ideal number of regional and similar (in teafisusiness

model configuration) comparable companies, we attributed 20% of the final share price to the Comparable
Analysis&# && EO 11 OA AAPAAT A 1T &£ AAPOOOEI ¢ OEA OAAAT O AE
initiatives on channel, brand ad category diversification, hence should be accounted as 80%f the target price

DCF Valuation

The Free Cash Flow to Firmh AOET AT 1T cU EO AAANOAOA £ O . ludpiedidabléd OO0
financial expenses! PP OT GET AOAT U wpb T &£ .14580 EI OAOAOO A@bPAl (
fixed and unpredictable due to the macroeconomic instability and presidential electionseither directly (~34%)

or through hedge contracts (~57%) Considering this factor, FCFF model is more suitable in order to provide
stableand accurate cash flow projections. In applying the DCF valuation, wizided NATU into current operations

and future projects (Rede Natura)The alread/-in-motion Rede Naturawill certainly collaborate to an increase in
productivity and a small incrementET AT 1T OOl OAheGeamd belp@ek thad the project will be able to

plans to implement an integrated storebased sales model supported by kiosks and flagship storasd expand
product portfoliowith . AOOOAC j (i1 AQ&AOEEIT T B QOHede Arijédts wdre notakenn®d O D E
account in the valuation model dueto (1) the lack of public concrete information and 20 OEA #ighi E A A
uncertainty and early stage of development.

Based exclusively on the DFC method, we arrigteat a 2015E share value dBRL39.89 per commonshare, which
is composed oBRL37.55 from the current operations and an incrementaBRL2.34 from Rede Natura

DCF Assumptions

NATU operates in a single channel (direct sales exclusively), single brand (AESOP can be considered the beginning
of a multi brand strategy) business model, whichsi facingsignificant growth difficulties, asci 1 001 OAT 008
GOl xOE OAOA EAAAO 00OITC 1EIiEOCAOGEITO8 611 0i A AOEOAO
In order to produce accurate forecasts, we divided current operations into thregroups: Brazil, Impementation

and Consolidation(DCF assumptions are detailed i\ppendix18).

1 Sales: We based our assumptions inEl OO0 | AET AOEOAOOqg AT 1T 001 6A1 608 C(
i OTEGO PAO AT 1 0061 OAT 6gh POEAA AT A ETAOOOOUBO CcOi xOF
#1171 001 OAT OFOG /fcap AAOEAA O1 O1 i x Al x18 | 06O AOOOI POEI T
consultants over femalepopulation (aged from 20 to 60 years)AT A OEA 1T OAOAI 1T 1 01 AA

contractors over total population (Appendix19.1.1). Our variables stress model indicated saturation in the
Brazilian market while in the Consolidation operationsthere is still strong potential for growth (Brazilian total
number of consultants represents 2.2% of total population, compared to 1.7% in Consolidation operations)
Productivity growth in Brazil will be mainly influenced by Rede Natura Productivity in ) / & épected to

ET AOAAOGA AO . ! 458 GhelreBpkaiveraaiketd. 0 | AOOOA EI

Average price will not increase significantly in Brazil, forecasted to grow lesstha® EA A7 01 6OU8 O EI
(Figure29). We arrived at this conclusion ly measuringtheAT | DAT U8 O EEOOT OEAAI AOAC
inflation index (Appendix181.3q AT A OAEET ¢ EI Oi AAAI 61 &6 OEA Ai i PAT U
the massmarket. Price ET  ere@adjusted byA A A E  CeRdedied df@tion.

Consolidation and implementation are expected to represenespectively 19.1% and 8% of salesby 2020E.

The industry is forecasted to keep on with solid growth Eigure 29). Our analysis showthat ! 45 xi 1 80
able to capture the entire value of growth pportunities and its revenues will grow slightly below the market,

xEET A ET )/1860 xA OOEI1T AgGpPAAO EO O cOix AO A OECITE
1 COGS & SG&AMn increase in marketing and logistics expenses is expected, with no relevant scale gains in the
OET 06 OAOIi h AAAOAAOGET ¢ OEA AT I DPATUBO %" )4a4s$! 1 AOCEI

contractions, generatingan increase in operatirg margins (Appendix18.2).

1 Capital Expenditures (CAPEX: forecasted to remain at similarlevels. Fierce competitive scenario and
decreasing ROIC requires NATU to keep investing in order poeserve market share.Channel diversification
and international logistics are the main projects being implementedWe estimate CAPEX to BRL517.9mnin
2014E and an averageof BRL539.4mn on the following forecasted years.

1 Dividend Payout: Asthe company has presented consisterdividend policy in the past and will have enough
FCFijt is expected topreservethe historic levels of payout in the future (95%).

9 Terminal growth: In order to reach a more precise perpetuity value, we used a twstage growth model.

14580 OAOhred HEOCARAOAA T1 ET AOOOOUBO C¢OI xOE bi OAT OF
growth forecasts The company counts on several robust projects in its pipeline and is perfectly capable of
maintaining an equakto-GDPg in the first stage perpetuity. Baed on this, we estimated 7% (nominal terms)
for the first stage g. We estimated the second stage gwth factor by analyzing the OECDcountry members
BPC industries behavior (as a sample for industries upon maturity) tatively to the respective GDP growth
(Appendix18.5). The outputs provided us with-1% BPC industry growth relative to GDRyhich led us to a 6.0%
second stagey.

7 Organization for economic ceoperation and development,



Figure 31: EV/EBITDA valuationoutputs
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Source: Team estimates

Figure 32: Football field
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Figure 34: Final target price composition

1 Weighted Average Cost of Capital (WACC): Aswe can see irFigure 300n last page, he cost of equity was
calculated by the CAPM model. We considered as Risk Free Rate the one year average of the 10 year American
T"1TTA UEAI A8 &i 111 xETG¢ OEA OAI A 11 GCEARh xA OOAA AO
peers listed inOEA 531 OO01T AE AQGAEATCA j.145 AT AO 110 EAOGA
OO00OOAOO0OA8 4EA PAAOO "AOABO xAOA AAI AOI AOGAA Aws OAC
for the market risk premium, we used Damodararsmoothed estimation for the American market, 5.59%. These
assumptions led us taa 12.8% cost of equity (Ke). The after tax cost of debt (Kd) was obtained by calculating
the weighted average of the interest bearing liabilities5.4% (74.3% of CDI) We weidited Ke and Kd by the
current capital structure, given that the company does not plan to make any significant changes in its relative
indebtedness, arriving at 2.0% 2016 WACCWe applieda rolling WACC technic irthe following periods in
order to adjust the cost of capitalto changes in inflationand Risk Free rates (interest rates are currently
abnormally low).

Comparable Analysis

We could not produce acomparableanalysis based on Brazilian companies due to the lack of regioraiblicly

traded peers. That being said, we chose a handful of similar companies in the Americand Europeanmarkets.

We elected as tk most important decision factorOEA AT | DAT EAOS b1 OO AHovevér, thark A A
is a size premiumthat drives some of the chosercompanies share performanceand cannot be observed in

. | 4 5NMo€) 8f the chosen peers armore diversified than NATUin terms of regional presenceproduct portfolio

and distribution channel, what brings us to the conclusion that comparable analysis is ntte ideal valuation

i AGETAT1TT CU ET .14580 AAOA QdilAd2000d the fiddl tdgeitel O1 A T 11 U

Choosing the right multiples

It is possible to test the most relevant multiples against forecasted growth for statistical significandgy testing
the multiples horizon (refer to Appendix 20 1) aganst the forecasted respective fundamental€AGR from 2014E
to 2016E, we concluded that none of the multiples hold relevant statistical significancagainst forecasted
fundamentals and are thereforedriven by factors other than growth expectations. With no statistical reference
taken into account, we chose to attribute 60% of the multiple valuation tthe predominant EV/EBITDA (due to
OEA AT i Hodelblifferder@din capital structureif compared to the main peers)yand 40% to P/E (in order to
capture tax ratios and D&A impact over earnings)

Historical EV/EBITDA performance Fiqure 33: Historical NTM EV/EBITDA
NATU used to trade at a significant premium than
the chosen peergFigure 33 in 2012, but has been
showing constant decrease in EV/EBITDA
multiple performance, intercepting the BPC peer 1% W’W
group in August 2013 and being below the  1ox 10.7x
comparable line ever since On the other hand, if 2o
compared to the direct selling peer group, NATU

still trades at a relevant premium. We attribute Géct,lz Feb-13 May-13 Sep-13 Dec-13 Mar-14 Jul14  Oct-14
OEA 1100 1T &£ POATEOI 110G . _ . “NATU ——BPC —— Directselling
business model saturation and innovation delay. S°UrceFactset

In order to trade at previous levels, NAU must land a solid channel and market diversification (projects in
motion).

16x

14x

Comparable valuation

Mgifee Shere pies  WE We conducted the multiple pricingtreating equally thetwo years under consideration. By weighting the multiples

DFC 39.89 80% as descibed above, we arrived at 8RL36.57 stock price (based solely on theelative valuation).

Comparable 36.57 20%

Target price 39.23 Final share price
SourceTeam estimates By weighting the DCF valuation by 80% and theomparable valuation by 20%, we arrivedat the 2015Efinal

target price of BRL39.23, representing 16.75% upside potential and justifying our HOLD cal(Figure 34.
Figure 35: ComparableTable
(USD billions) EV/IRevenue I ~ EV/EBITDA pie T EV/OpFCF
Mkt. cap. EV 2015E 2016E ! 2015E 2016E 2015E 2016E ! 2015E 2016E
Natura 5.9 6.5 1.9x L7x | 86X 7.6x 15.5x 13.7x | 1L7x 9.9x
L'oréal 84.7 81.9 2.7X 25x | 12.6x 11.8x 19.9x 184x | 16.0x 14.8x
Jonsoh & Johnson 290.9 279.8 3.7x 36x | 10.9x 10.2x 16.6x 155x | 12.9x 11.9x
P&G 230.1 255.6 3.1x 30x | 12.9x 12.2x 18.3x 17.2x 1 16.2x 15.1x
Esteé Lauder 17.3 17.1 1.5x 14x | 8o0x 6.9x 15.0x 126x | 105x 8.8x
Beiersdorf 20.0 17.9 2.1x 2.0x : 13.2x 12.2x 25.2x 22.9x : 16.5x 14.9x
L'occitane 0.4 0.1 2.2x 2.0x I 12.1x 10.5x 23.6x 20.5x I 19.7x 15.5x
Revlon 17 34 1.7x na | 91x n.a. 14.6x na | 9.7x n.a.
Avon 2 5.0 6.6 0.7x 0.7x | 7.1x 6.6X 12.4x 11.1x | 9.2x 8.4x
Oriflame g 0.1 0.4 0.8x 08x | 6.9x 6.4x 7.5x 6.9x | 9.1x 8.2x
Nuskin 3 2.9 25 0.9x o9x | 53« 5.1x 5.8x 53x | 65x 6.2x
Tupperware & 3.2 4.0 1.5x 1ax | gax 8.0x 8.7x gax | 100x 9.3x
L] L]

Average (ex NATU) 59.7 60.9 1.9x 1.8x : 9.7x 9.0x 15.2x 13.9x : 12.4x 11.3x
Median (ex NATU) 5.0 6.6 1.7x 1.7x L _9£X_ - _g.lx_ - 1_5£X_ _ _]ﬁ.@(_ ] 10.5x 10.6x

Source: Team estimates
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Figure 36: Macroeconomic scenario development
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Figure 37: Argentina (% of total revenues)
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Figure 38: SG&A expenses

34.9%

34.9%

—_—
33 2%/

) l

2,310

2010
. SG&A

2 633

2011

2012

#1 1 bAsiimate AAOAR

35.2%
.

3,433

2013

Expenses  =e=SG&A (% of net revenue)

Source:Company data

Figure 39: .
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Figure40:. | 4586 0 DOEAAO
Risk Distribution
GDP growth (%) Normal
Inflation (%) Normal
Interest rate (CDI - %) Normal

Source: Team analysis

Investment risks

AEOOOFANAE] |

Yellow light for NATU
14580 AT A OAAOT O OEOEO AOA DOAOAT dbAultarget pricd Eaf ke viewvkd O E 1
in Monte Carlo simulation.

Market risks

Dependence to the Brazilian market: " OAUEI OADOAOAT OAA w¢8ob T &£ .14580
deterioration in economic growth, higher inflation and interest rates, and BR depreciation may exert even
DOAOOOOA 11 Figuré 396Boazikad@eaial Bank may continue to increase Selic rate (main Brazilian
interest benchmark) in next year in order to reduce inflationary pressures, which impacts directly in the
companlU8 O AT 00 1 £ AARDAOET ARG A0ODDDAIT wdirkdad of BQL4IE ddditihr A A
Al T1T00 ¢mb .14580 #/'3 AOA ETAAgGAA 11 £ OARAECI AOOOAI

Presidential elections bring uncertainty regarding the expected economic policy and pose eetorthy threat for
the main economic drivers.

Unsuccessful launches and reissues: in 2014 NATUIlaunched extensions in product lines, two new brands Luna
and #Urbano and relaunched Tododi® OT AOAOO8 ) £ T Ax DOT AOGAOGOG AEAEIT ET i

0AA[ §3 e lower than expected. Moreover, international and national admired brands are increasing their product

1 AOT AEAO ET " OAUEI h xEEAE [ AU AEEAAO TACAOEOAI U .1 4t

Fierce competition intensifies: New entrants (such as Belcorp)in BPC retailing and direct selling can intensify

14580 11 00 E iCompefit@rd dhannelOdiveksiiidation strategies, if well executed, will also be
ET &£ OAT OE market sharemainteBafid®.|mportant players are considering starting ecommerce channel
and pharmaciesand specialty stores are growing at a brisk pace and NATU does not have relevant presence in
these channels.

Exposure to Argentina: The country is the third largestmarket in number of consultants, after Brazil and Mexico.
Further deterioration in economic scenario, higher inflation and economic embargoes may exert pressure on
14580 ET OAOIT A O Eigure®1. Brgehtdé governmeht AobkSeveral measures that affect foreign

trade and investments, including price, exchange and capital controls, amendments to laws, amongst others.

Failure to deliver efficiency gains: It became more expensivedr NATU to sustain expected growth rates
(Figure 3). Currently, the company needs to invest even more in marketing, be more promotional and incur
incentive costs to its consultants. If NATU fails in cutting SG&A expenses, such as headcount, expenses with
consulting companies and discretionary expenses, margins may be even lower than expectédrthermore,
international operations will represent a large portion of NATU has to overcome several operational risks in order

to deliver EBITDA margin in this markes.

Rede Natura frustrate s expectation: NATU has high expectations on Rede Natura and its expansion over the
next years. If NATU fails in implementing its network channel or it contribute less than expected for incremental
revenue, the company may remaifully dependent on its current direct selling model, which already shows signs

of saturation. Furthermore, Boticario group and other competitors are advancing with direct seIIing strategies,
xEEAE [ AU AgAOO AAAEOEIT Al DPOAOOOOA 11 .14580 Ail OO0]

Regulatory risks: PIS and Cofins 1° increase: Currently, PIS and Cofingre charged just on factory level, but
government is discussing to also charge these taxes on distribution center level. If Brazilian government approves
this measure, NATU may have a significant impact on margins next years.

‘ Brazilian Deeper Argentinian Currency (R$) Further competition

5 P RedeNatura failure Tax increase ‘
crisis crisis

~- [ NIl NN Wi

Mitigating
capacity
Expand tomarkets less| | Intensify joint action ’ V. Marketing : Enhance involvement i
correlated to Braziian | | with other companies x :‘3399 "?’9'9';';'!?"‘ V' Productlaunches i”‘ek; E"’;a"sr:m"lf ABIPEC in orderto
HOW? economy aiming at exporting to ofesuuceli:;’z?: OGmsr; V Mass segment oS :[grego E=pl intensify dialogue with
(outside LatAm) Argentina PP penetration the government

Monte Carlo simulation

NATUB O OEOEO AT.TIOEARDAGDEGIFAOB POEAA T AU AA EI PAAOGAA AU
growth, inflation and interest rates, amongst other risks mentioned above. It was used Monte Carlo to simulate
how GDP, interest and inflation fluctuathns trigger our valuation model. Simulation showed a statistical sample

T £ .14580 DOEAAO (85 =ang BRLGE.8AGNEH0DA rantiamn itesatichs, with 90% confidence
level (Figure 39.

8|ncludesforeign debt indexed on DI through hedge contracts and local debt directly indexed on the same rate
9Dl stands for Brazilianinterbank Daily loan rate
00) 3 OOAT A0 &I O 031 AEAI ET OALIOB OGAITT OOERLOAEDBT AEKO #ORA . £EODAR AT

taxes in Brazil 1



Appendix 1: Rede Natura

Rede Natura allove NATU to better tailor its products offerings to its consumers due to possibility oknowing final customers, applyingCRM tools to
drive sales, leveragingts decentralized logistics structure to achieve its consumers inr@duced leadtime, and leveragingsales by introduction of new
payment means such as credit card. Rede Natura includes an online payment platform that assures safety and quick transactiedsicing the lead

time from 13 days to 2 days, as depicted below.

Traditional

13 days

100%

natura £ 1

Product

Rede Natura

130%

ot @
=

~

Product

Consultant Consumer

2 days

&0

Product

natura

100% + Shipping
am

-oy

4%

Source:Company data

125% + Shipping

(2] am

Consumer

21% .L.
@ Consultant
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Appendix2d, . ! 4580 &I 1 OPOET O

NATU is actively present in 6 Latin America markets, plus France. Through AESOP, recently acquired brand, NATU has acses®tal other markets
including USA, China, Japan and Germany that together wighazil constitute the 5 largest BPC markets group. The company counts on 1,77@im
built area of laboratories, including a development hub in France and laboratories in the Amazon (Amazon innovation centendaNew York. In
addition, NATU headquarters, located in Cajamar (near S&o Paulo city) holds 646,000 &4,000 n? in built area.

Jnited States

Mexi 4 9 /@ Taiwan
S exico . v
. # 590800 ! Colombia *ﬁ QN
S # B2 ) L %
‘e .
P
Bl Singa&g <
Peru razil -
% 5766000 @ # 51(389,900 -
Chile
" # 558600

Australia

Legend V) J
@ Market Size(USDbn)
Natura Operations
@ AESORtores
. # GNBlura Consultants
2 CompanyHeadquarters

o DC Castanhal
&DCJabotéo

@DC Simdes Filho

DC Uberlandid

oDC/Matias Barbosa
-+DC Séo Paulo
/~8DC Curitiba
«DC Canoas
Y

DC Chile ® DC Argentina

Source: Company data
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Appendix 3 : Breakdown of body care category products

/| 60 OAAT OAOCAAOAEAA .14580 Al | bAOE &Gandda suifablefiody of thAidi OPAA TAAGOR CH | QEsOVEARET  xEAT A

depicted in thepicturebel T xh . 1 4580 DOI AGAOO 11 OEEO AAOA oh dper vBbsAcpfestige] Theici AIAF ASOACI
products sub brands listed béow are: SOU, Natura Tododia, Aguas, Mamée e Bebé, Ekos and AESOP.
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Source: Team research
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Appendix 4: Board of Directors and Management

Board of Directors

I AAT OAET ¢ Oi OEA #1iDPATUBO AUI AxOh OEA AT AOA OEAiI 1T AA Al i peléé’dand £ A
OAi T OAA AU OEA 3EAOQOAEI 1 BAOIB Ol £ABDEDIChO%IE OBEA RO Ak AGAAT AAGET T AAEI ¢ b/
eight members as presented below:

Name Position | Short Bio

Antonio Seabra graduated in economigsand is the founder and member of the Natura Board d
Member Directors. Mr. Seabra founded Natura in 1969, in Sao Paulo and transformed it into one of Braz
largest cosmetic companies, strongly committed to ethics, transparency and sustainable developme

Antiénio Luiz da Cunha
Seabra

Pedro Passos graduated in production engineering at Universidade de Sao Paulo and has a degrg
Business Administration from Fundagao Getulio Vargas. He joined Natuia 1983 as the general
manager of one of the companies in the group. Mr. Passos is also president of the Institute for Stug
Member in Industrial Development (IEDI), vicepresident of the Curator Council of the Foundation for the
National Quality (FNQ), and mmber of the board of directors of the Institute of Technological Researc
(IPT), SOS Mata Atlantica Foundation, Endeavor Institute, Dom Cabral Foundation and Totvs SA
later as the chairman).

Pedro Luiz Barreiros
Passos

Guilherme Leal graduated in business administration at Universidade de S&o Paulo and completed t
Advanced Management Program at the Fundagdo Dom Cabral/INSEAD. He is one of the founders ¢
AT AAO T &£ OEA #1101 PATUBO "1 AOA 1 EnstuEichAr Gdrporgte A
governance of several social and business organizations such as the Fundac&o Abring, Instituto Eth
and Instituto Akatu. In the 2010 elections, he was a candidate for the vice presidency of Brazil with
Marina Silva.

Guilherme Peirdo Leal Member

Plinio Villares Musetti graduated in engineering at Mackenzie. He was the Executive Chairman of
Elevadores Atlas S.A. from 1992t1999 and of Elevadores Atlas Schindler S.A. until 2002. From 200,
Plinio Villares Musetti Chairman to 2007 he was a partner of JP MorgaralRners, the Private Equity entity of the JP Morgan Chase bar|
and was part of the boards of Directors of companies in which the institution invested, such as
Vitopel, Diagnoésticos da América S.A. and Latasa.

Mr. Gemignani gaduated in mechanical engineering at Universidade de S&o Paulo and has complet
several specialization courses in Administration and Finances, such as the Advanced Management

Luiz Emesto Gemignani Member Program at Harvard Business School. He is also the vice president of the Trudeard of Fundagao
Nacional de Qualidade and chairman of the board of Instituto Akatu.
Julio Mouragraduated in mechanical and nuclear engineering at Swiss Federal Institute of Technolo
. (ETH) in Zurich, Switzerland. He also has a degree in business administration from M.I.T. and is mem
Julio Moura Neto Member

of the board of directors of the Adecoagro S.A., Cencosud &ril Brinox Metalurgica S.A.

Mr. Marcos de Barros Lisboa is an economist with a PhD in Economics from the University of
Pennsylvania. He was assistant professor of the Department of Economy of Standford University fro
1996 to 1998 and of EPGF/ Getulio Vargas Foundation from 1998 to 2002. Between 2006 and 2004
EA xAO OEA %gAAOOEOA S$SEOAAOI O T £ ) OAT 51 EAAT]
Director. He is member of the Board of Directors of Natura, Ambeand since 2013 he has been the
vice-president of Insperz Instituto de Ensino e Pesquisa.

Marcos de Barros Lisboa Member

Raul Gabriel Beer Roth graduated in production Engineering at Universidade Sao Paulo. For 25
years he worked at PwC (PricewaterhouseCoopers) as the leading partner in the practice of

Corporate Finance in Brazil. Mr. Roth is a managing partner of R. Beer Consultores, acting as Busin
Adviser in the areas of Finance, Strategiegotiation and Appraisal of Companies.

Raul Gabriel Beer Roth Member

Source: Compangata
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Management

The Board of Executive Officerss composed bythe Chief Executive Officer, a Chief Marketing Officer, a Chief Legal Officer and a Chief Financial Officer,

who serves for a term of three years, with reelectiorallowed8 . AOOOAS8 O | AT ACAI AT O EAO AOOOAT 061 U A 00 Ag

Name Position Short Bio
Roberto Lima graduated in public administration at Fundag&o Getuligargas, holds a graduate degreg
in accounting and financial management from the same institution, and also graduated in strategic
planning at Institut Superieur des Affaires de Jouy in Josas, France. From 1999 to 2005, he was
Roberto Oliveira de Lima CEO chairman and CEO of the Crectird group and in 2005, he was CEO of Vivo, Brazil's largest telecom

company, where he served until June 2011. Since then he has served on the boards of companies ¢
as Edenred in France, Naspers Holdings in South Africa and Telefonica/Vivo, Grupo Paéglecar,
Rodobens and Natura in Brazil.

Roberto Pedote graduated in law at Universidade de S&o Paulo and in public administration at
Fundacgédo Getulid/argas. He also earned an MBA degree in Business Administration from the

Vice University of Michigan, USA. He worked for 16 years in different segments of the Unilever Group. Hg
President, has also held the position of Finance and Control Director for Nokia of Brazil,fbee he joined Natura
Finance and | in November 2008. Since 2010, he has been a member of the International Integrated Reporting
Roberto Pedote Investor Council (IIRC), and in 2013 he was appointed member of the Advisory Board for BM&FBOVESPA
Relatons |, EOOET ¢8 21 AAOOT 0AAT OilutioRaORelatibr® Gadidrd/iCePrediena HelisA
OAOPT T OEAT A &I O OEA #1711 DPATUSBO &ET AT AEAT AT A
Corporate Affairs.

José Marino graduated and haslaA OOA 08 O AACOAA ET AOOET AOO AA
Vargas. He also holds an MBA in Retail at Universidade de S&o Paulo. He was on the staff of differg

Vice multinational companies in the field of consumption goods, such as Best Foods and Johnson &
President of | Johnson, where he held the positions of Director, Videresident and President (20012008). He is
José Vicente Marino Brandsand | viceDOAOEAAT O T &£# OEA . AGEIT 1T Al "TAOA T &£ I "1 "0
Business of the Board of Conar (National Publicity SelRegulationCouncil), and a member of the Advisory
"TAOA T &£ )1 OOEOOOI ' EAOO8 *1 O0i 6 EAAT OA - AOEI

and Business Senior Vic€resident and member of the Executive Committee.

Jodo Ferreira graduated in electronic engineering at University of Sdo Paulo, and has a MBA from t

Vice University of Michigan, USA. Previously, he served as Supply Chain \ioesident at Unilever, where
50 Paulo Ferrei President of | he worked for 20 years. In 2009, he joined Naturas Operations and Logistics Viepresident. He
Jodo Paulo Ferreira Networks | AOOOAT Oi U EO -plediddrd AedponsiBieidr iheareastofbilsiness, sustainability,

customer relationship and management & innovation of the commercial model.

Source: Compangtata
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Appendix 5: Economic slowdown

Brazilian economy has not suffered as much as developed economies during the 2008 international crisis. High consumption gnorates was the
main driver behind Brazilian economic growth during the past few years and the loimpact of international crisis in the local economy. As consumption
and investmentsgrowth rates are consistently decreasing, Brazilian economy faces a difficult time.
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- Household consumption over the same period of last year=GPD over the same period of last year

Source: Euromonitor

Economic slowdown is happening because of three main factors:

1. , 1 x Ai100i POEiIT CcOI xOE OAOAO AAOOAA AU jpq AGEAOOOEIT 1 Elasthdghbali OAOT
known program Bolsa Familia, Minha Casa Minha Vida and others, (2) high inflation rates, (3) 6w 1T O O cohfidedde;
2. ,ix ETOAOCOI AT O OAOAO AAOOAA AU AQGAAOOEOAOGCS 11 x Ail1 EZEAAiAA ET OEA AC

3. Poor management of public resources, limiting possibility of further incentives or public investment.
Additional factors such as unfavorable climate for agricultural business, international trade partners economic slowdown, world cup and sociafest

collaborated to the current economic scenario.
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Appendix6qd 41 B ¢m AT O OOEAO ET OAOI O 1T &£ AT 1O0OEAOOETT O x10
and 2013 (USD mn)

"AOxAAT ¢mny AT A ¢mpo "OAUEI SO "o# [ AOEAO xAO OEA 1TA OEA@grgdhx OEA
overcoming China and USA, countries that have a much larger population. Argentina, Mexico, Chile and Colombia are also rankewyah®20 markets

that grew the most in absolute value.

Countries Absolute market growth Contribution to world's absolute growth
World 99,126 100.0%
Brazil 20,405 20.6%
China 17,273 17.4%
USA 6,808 6.9%
India 5,220 5.3%
Argentina 3,928 4.0%
Russia 3,344 34%
Venezuela 3276 3.3%
Mexico 2,999 3.0%
South Korea 2,986 3.0%
Iran 2,612 2.6%
United Kingdom 2,385 24%
Germany 1,890 1.9%
Indonesia 1,787 1.8%
Turkey 1,769 1.8%
Saudi Arabia 1,717 1.7%
South Africa 1,568 1.6%
Thailand 1461 1.5%
Canada 1,289 1.3%
Colombia 1,087 1.1%
Chile 1,046 1.1%

Source: Euromonitor

Appendix 7: LatAm BPC industry evolution (USD mn, 2013 current prices)

The Latin American BPC market has been growing at impressive rates, being the fastest growing region in the world. BrazBB&€ market accounts

Al O I 1TO0A OEAT EAI £ 1T £ , AlOntirial tetnis)A OEAAS O O1 OAT 1 AOEAO OEUA

CAGR: 12.6% Mexico
14%

79

Venezuela

70 6%

62
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44 Brazil
54%
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Source:Euromonitor
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Appendix 8: Five forces analysis

Beauty and personal care industry

Threat of new
entrants 0 No.threat
5 1 Insignificant threat
4 2 Low threat
3 3 Moderate threat
Threat os 2 Competitive rivalry 4 Significant threat
substitute products 1 within industry 5 High threar
Bargaining power Bargaining power
of suppliers of customers

Threat of new entrants | SIGNIFICANT

International players in the industry are highly sophisticated and globalized, constantly threatening to enter Brazilian magk Brazil operates as an
open market to international trade, meaning that there are no significant barriers to international entrats. Regarding local competitors, barriers to
entry are not sufficient to suppress new entrants; the industry holds many small regional players, mainly in the hygiene ogbey and specific lines of
cosmetics. As the marker grows at high rates, a price warunlikely to happen, creating a suitable scenario to new entrants. On the other hand, in order
to achieve significant market share, high investments in marketing e publicity, R&D and manufacturing facilities are necegsdimiting new local
AT OOAdW®.0O8 b

Threat of substitute products | INSIGNIFICANT

I OEAATIT U

O

There are no perfect substitute products: AAOOU AT A PAOOI T Ai AAOA DPOTI ABGAOO EAOA EEO
Bargaining power of customers | MODERATE

Customers have many buying options in the market. Internet retail and duty free shops increase possibilities and access terirational brands. In

addition, consumers are becoming less loyal to a specific brand, experimenting new brands and products aeddming more sensible to prices and

NOAT EOQU8 )1 OEA AEOAAO OATTEI ¢ AEATTAITh AT 1001 GAT 6O E Akrihk cohsultant, AchtBeC AET E
company. Social networks and social inclusion makes customers mom@nnected and increase their power. Additionally, retailers have high bargaining

power over companies, but this case does not apply to NATU operations.

Baraaini ¢ " Low Natura raw material % of total raw  Number of

argaining power of suppliers | supplier matrix material costs suppliers

There is a low concentration of suppliers in the industry and highgross margins.  Plastic Packaging 24.8% 41

Some suppliers that are responsible for large amount of raw materials supply, Fragrances 13.1% 6

but companies are becoming less dependent on them and adding additionalGI packagi 12 5%

suppliers to the chain. In addition, there is low differentiation between supplier ass Fackaging D7

products. Graphics 12.2% 15
Chemical Oil 9.8% 29

Competitive rivalry within industry |~ SIGNIFICANT Valves 9.4% 4
Qil 3.9% 34

As showed in the competitive positioning section, competitive rivalry within Alcohol 2.9% 4

industry is very high and increasing. Abihpec estimates that there are 2,470 ) o
active companies in the Brazilian BPC industryfrom which 20 have gross Filters, pigments and especialties 2.6% 13
revenue of over BRL10@nn, representing 73% of total market revenue. Pricing Essential oils and extracts 1,9% 25
is one of the determmant factors |.n prodgpt posmonmg, meaning that price Others 7.0% 44
wars may compromise the companies positioning

Total 100.0% 220

Source:Company data
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Appendix 9: BPC premium vs mass retail market (BRL bn)

BPC Premium market has been showing greater growth rates than Mass market, as shown below. However, this difference is eegbéztdecrease and
both markets will have a similar CAGR 138, with premium market still growing above mass. NATU needs to be well positioned in order to benefit
from this growth trend.

Market Salest (BRL CAGR

2013) IS 13-18E
Premium 2,980 18.8% 6.4%
Mass 74,291 13.2% 6.2%

Source: Euromonitor
Appendix 10 : Comparable prices evolution analysis

Companies in the BPCindustry are unable tofully transfer inflation prices to its customers, as indicated in the graph bél x 8 #1 1 001 AOOS
measured by IPCA, an irdkion index that measures pricerise in the domiciles, is a relatively stable and represented 31.9% rise in the accumulated 6
years period, while IGP, a general prices index composed by wholesale prices, consumer prices and construction prices, ie wadatile and presented
31.2% rise in the same paod. The industry specific prices index presented lower rise, of 20.9% for hygiene and 19.3% for beauty, meaning that the
industry must constantly renegotiate with suppliers and cut costs and expenses in order to keep margin levels.

14%
12%

o /‘\

6% 31.2%

2%

o 209
-2%

2008 2009 2010 2011 2012 2013 Accumulated 6
years

IGP e=|PCA ==Higiene prices index

Beauty prices index

Source: Ipeadata, Abihpec
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Appendix 11: Forecast sales of Brazilian B eauty and Personal Care market by category

&1 OAAAOOAA ¢OiI xOE & O " OAUEI EAT " 0# ladtieked&eagori€s bt widgrawAnD EdstALAtin AreeficA ménlard - AT
more concerned about their own beauty and personal care. NATU is not well positioned to enjoy these opportunitiesid has small sharén Mel & O
Grooming products (7.1 %in 2013), where Procer and Gamble is the leader.

2013-2018 CAGR(%) 2013 - 18 total growth (%)

Depilatories 11.6 73.0
Men's Grooming 10.0 61.3
Sun Care 9.2 55.4
Sets/Kits 8.6 51.2
Baby and Childspecific Products 7.5 43.8
Oral Care 7.5 43.4
Skin Care 7.3 42.3
Colour Cosmetics 7.0 40.1
Beauty and Personal Care 6.6 374
Premium Beauty and Personal 6.4 36.3
Deodorants 6.3 355
Hair Care 6.2 34.9
Mass Beauty and Personal Care 6.2 35.2
Fragrances 5.3 29.3
Bath and Shower 2.9 15.3

Source: Euromonitor

Appendix 12: Per capita disposable Income (USD'000)

Developed Markets will observe a lower growth in disposable income for the next years than Latin America countries, as we sa@ below. It is also
important to highlight that LatAm men and women will enpy a similar growth in disposable income (CAGR 088 of 9.7%). NATU will benefit from this
growth, as population will have more capacity to buy its products.

2008 2013 2018 CAGR 0818E (%)
Developed Markets
Men 32.6 34.9 41.0 2.3
Women 22.0 24.3 28.8 2.7
Latin America
Men 5.66 8.67 14.3 9.7
Women 3.29 5.02 8.4 9.7

Source: Euromonitor
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Appendix 13: Composition of BPC and Direct Selling Indexes
) i OAAO Oi xEOE EOO PAAOOR

i AT T DPAOA . 14580 DPAOAI Of AT AA
AOAAOGET ¢ OEA ET AAGAOR x

A xAECEOAA

1. BPC Index:

Average weight by company :

Considered companies :

(A\/ON o

NUSKIN

: 5 REVLON

Beiersdorf

PeG

L'oreal
14%
Beiersdorf

ESTEE LAUDER

L'OREAL

-3 Tupperware®

VESWET FarHome | For Healh | ForLife

\\7 oﬁﬂonﬁi/

2. Direct Selling Index:

Average weight by company :

Tupperware
27%

Considered companies :

AVON ﬂﬁ

NU SKIN
A Duzponward”
oriflame

Nuskin
25%

Oriflame
6%

SourceTeamanalysis

Sefling Ande® Avhén D A A C
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Appendix 14: Key costs

Marketing and Sales costs will be a critical factor for the next years. Historically, thbgve remained at similar levels increasing only 2.3 percentage
points from 2010 to 2013. Although NATU will increase its marketing investments, we expect these It remain the same for the next years due to
a decrease in Sales expending. The same trend is observed for other administrative expenses.

29.9% 28.4% 30.1% 30.4% 30.7%
. 0

2009 2010 2011 2012 2013 LTM2Q14
mmmm Marketing & Sales (BRLmn) mmmm Other administrative expenses (BRLmn)
==o== \larketing & Sales (% of net revenue) ==e== Other administrative expenses (% of net revenue)

Source: Company Data
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Appendix 15 : Indebtedness (2Q14)

As of July 30, 2014, ! 458 0 COi 00 A A sdimiith & taéhfpdsitioh df, BRIGL,463 resulting in a net debt of BRL2,075 and a Net

AAAOT%" ) 4%$! OAOEI 1 /& p8pos8

&OOOEAOQI i OAferm kil thel refainder avill habureQiitef 2012 ItAsklBod E O

worth mentioning that the company contracts swap transactions to mitigate risks on borrowing and financing transactions subject to an index other

than CDI (Brazilian interbank daily rate), TILP (lon@® A OI ET OAOAOO OAOAQ 10 ZAZEGAA OAOAO8ndebtddhdssx EO DC
Net debt breakdown (BRL mn) Debt breakdown by index
8@ - After Hedge Swaps
CDI FX
34% 55%
Total debt Cash & Net debt
Equivalents
Source:Company data SourceCompany data
Debt amortization schedule (BRLmn) Net debt evolution and interest coverage ratio
(o) —{z)—{(o ) —(zzw)
7.2X 6.5X
\ 3.4x 2.8x
770 3,574 .
EEE——
140 329 [] 2,075
929 B 1,431
soo [ 642 585 .
_H > I =
2014 2015 2016 2017 2018 and Total 2010 2011 2012 2013 LTM 2Q14
after mmmm Net debt (BRLmMn) ememm|nterest coverage ratio (x)
Source:Company data Source:Company data
Forecasted Indebtedness Ratios
6.6x 6.6x 6.4x 6.4x 6.7 7.0x
424.9% 424.2% 443.1% 456.6% 461.6% 462.2% 459.9%
2013 2014E 2015E 2016E 2017E 2018E 2019E 2020E

s Debt / equity*

Source: Company data
*BV Shareholders Equity

==e==|Nterest coverage ratio

«=o==Net Debt / EBITDA
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Appendix 1 6: Main demonstratives

1. Balance Sheet

2010A

2011A

2012A

2014E

2015E

2016E

2017E

2018E

2019E

Current Assets

Cash and cash equivalents
Short-term investments
Trade Receivables
Inventories

Recoverable taxes
Derivatives

Other receivables
Non-Current Assets
Recoverable assets

Deferred income tax and social contribution

Escrow deposits

Other noncurrent assets
Property, plant and equipment
Intangible assets

3,222
1,870
560

570
572
102

66
1,352
109
180
337
45
561
120

3,793
2,203
516

642
689
202

127
1,590
111
190
296
30
800
163

5,357
3,378
1,144
499
651
701
145
81
158
1,978
151
196
350
41
1,012
229

3,513
1,016
293
807
800
181
154
262
2,735
175
194
412
37
1,440
477

6,247
3,215
663
293
829
853
185
154
237
3,032
175
194
412
37
1,737
477

6,699
3,442
664
293
919
944
205
154
263
3,257
175
194
412
37
1,961
477

7,218
3,796
724
293
1,081
1,033
224
154
287
3,422
175
194
412
37
2,126
A77

7,591
4,015
712
293
1,172
1,130
243
154
312
3,576
175
194
412
37
2,280
477

7,946
4,213
684
293
1,265
1,219
262
154
336
3,733
175
194
412
37
2,437
477

8,262
4,406
650
293
1,358
1,308
282
154
361
3,856
175
194
412
37
2,560
477

4,648
652
293

1,455
1,405
302
154
387

3,942
175
194
412

37
2,646
477

Total Liabilities

Current Liabilities 1,178 1,275 2,415 2,327 2,879 2,545 2,576 2,671 2,772 2,967 3,021
Borrowings and financing 227 169 1,000 693 1,201 709 567 482 410 431 300
Payables 367 489 650 707 747 806 881 964 1,041 1,116 1,199
Payroll, profit sharing and related taxes 163 132 212 178 191 212 232 254 274 293 315
Taxes payable 366 447 502 659 659 730 799 866 935 1,004 1,075
Other payables 56 38 52 90 80 89 97 105 114 122 131
Non-Current Liabilities 786 1,268 1,655 2,753 2,156 2,896 3,337 3,563 3,762 3,822 4,030
Borrowings and financing 465 1,018 1,309 2,201 1,599 2,331 2,764 2,982 3,172 3,224 3,424
Taxes payable 215 141 177 216 216 216 216 216 216 216 216
Provision for tax, civil and labor risks 74 65 63 74 78 86 95 103 111 119 127
Other provisions 32 45 105 263 263 263 263 263 263 263 263
Shareholder's Equity 1,258 1,250 1,287 1,168 1,212 1,258 1,305 1,356 1,412 1,473 1,540
2. Income Statement

BRL mn 2010A 2011A 2012A 2013A 2014E 2015E 2016E 2017E 2018E 2019E 2020E
Net Revenues 5,137 5,591 6,346 7,010 7,617 8,436 9,228 10,007 10,800 11,596 12,428
(-) COGS (1,557) (1,666) (1,868) (2,090) (2,252) (2,493) (2,726) (2,983) (3,219) (3,453) (3,709)
Gross Profit 3,580 3,925 4,478 4,921 5,365 5,943 6,501 7,024 7,581 8,144 8,719
(-) SG&A (2,310) (2,633) (2,984) (3,433) (3,807) (4,320) (4,786) (5,194) (5,581) (5,969) (6,373)
(+/-) Other operating Income / Expenses (102) 23 (123) (72) (76) (81) (85) (90) (95) (95) (95)
EBIT 1,168 iLEils 1,371 1,416 1,481 1,542 1,629 1,739 1,905 2,081 2,251
(+) Depreciation & Amortization 89 110 141 193 221 265 305 347 394 468 548
EBITDA 1,257 1,425 1,512 1,609 1,702 1,807 1,935 2,086 2,299 2,549 2,799
(+/-) Net Financial Result (50) (77) (72) (158) (148) (168) (183) (199) (212) (228) (236)
Financial Revenues 54 123 162 364 92 77 84 86 84 80 78
Financial Expenses (103) (200) (234) (522) (239) (245) (268) (285) (296) (308) (314)
EBT 1,118 1,238 1,298 1,258 1,334 1,374 1,446 1,540 1,693 1,853 2,016
(-) Income Taxes and Social Contribution (374) (407) (424) (410) (453) (467) (492) (524) (576) (630) (685)
Net Income 744 831 874 848 880 907 954 1,016 1,117 1,223 1,330
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3. Cash Flow Statement

BRL mn
EBITDA
Net Financial Expenses
FX Variation
Income Taxes
Changes in Working Capital
Change in Trade Receivables
Change in Inventories
Change in Recoverable Taxes
Change in Other Receivables
Change in Paybles
Change in Payroll and Profit Sharing
Change in Taxes Payable
Change in Other Payables
Change in Provisions
Round Adjustment
Net Cash Generated by Operating Activities
(-) Capex
Net Cash Used in Investing Activities
Change in Loans and Borrowings (ex. Revol
Borrowing
Amortization
Change in Revolver Debt
Borrowing
Amortization
Net Cash Used in Financing Activities
Dividends Paid
Capital Increase
Net Change in Cash
Cash BoP
Cash EoP

2014E
1,702.1
(147.6)
(453.4)
(6.9)
(22.3)
(53.6)
(4.0)
25.2
39.9
13.8
(0.2)
(10.0)
4.3

1,094.1
(517.9)
(517.9)
(93.1)
600.0
(693.1)

(93&)
(836.2)

(353.1)
1,016.3
663.2

2015E
1,806.6
(168.3)
(467.0)
(58.1)
(89.2)
(91.2)
(19.9)
(25.5)
59.4
20.5
70.9
8.6
8.4

1,113.2
(489.3)

(489.3)
238.7
1,440.0
(1,201.3)

238.7
(861.3)
1.3
663.2
664.5

2016E
1,934.8
(183.2)
(491.7)
(114.1)
(162.1)
(88.5)
(19.2)
(24.7)
75.5
19.8
68.5
8.3
8.1

1,145.8
(470.6)

(470.6)
291.3
1,000.0
(708.7)

2913
(906.7)

59.8
664.5
724.3

2017E
2,086.2
(199.2)

(523.6)
(43.3)
(91.3)
(97.3)
(18.9)
(24.3)
83.1
21.8
67.5
8.2
8.0

1,320.1
(500.3)
(500.3)
133.1
700.0
(566.9)

133.1
(965.6)
(12.7)
724.3
7116

2018E
2,298.9
(212.2)

(575.6)
(44.8)
(92.8)
(89.1)
(19.3)
(24.7)
76.1
20.0
68.6
8.3
8.1

1,466.3
(550.8)
(550.8)
118.1
600.0
(481.9)

118.1
(1,061.5)

(27.8)
711.6
683.7

2019E
2,548.5
(227.7)

(630.0)
(45.1)
(93.3)
(88.6)
(19.4)
(24.8)
75.6
19.9
69.0
8.4
8.2

1,645.8
(591.4)

(591.4)
(9.6)
400.0
(409.6)
83.3
83.3
737
(1,161.8)

(33.7)
683.7
650.0

2020E
2,798.7
(235.5)

(685.3)
(46.7)
(97.3)
(97.0)
(20.2)
(25.9)
82.8
21.8
71.9
8.8
8.5

1,831.2
(633.8)
(633.8)
151.8
500.0
(348.2)
(83.3)

(83.3)
68.6
(1,263.7)
2.2
650.0
652.2
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Appendix 17: Key financial ratios

Operational efficiency ratios
Days in accounts receivables
Days in inventory

Net purchases

Days in acounts payable
Operating cycle

Cash conversion cycle
Accounts Receivable Turnover
Inventory Turnover

Fixed Asset Turnover

Total assets turnover
Liquidity ratios

Current ratio

Quick ratio

Cash ratio

Interest coverage ratio
Capital structure and indebtedness
Leverage - Assets/Equity
Liabilities to total assets
Long-term debt to assets
Long-term debt to equity
Debt to equity

Profitability ratios

Gross margin

Operating margin

EBITDA Margin

Net Margin

ROA

ROE

ROIC

Shareholder ratios
Earnings per share (BRL)
Dividend payout ratio

35.9
125.0
1,618.7
69.1
160.9
91.7
10.0
2.9

9.8

1.7

15
1.0
0.4
11.8

25
0.6
0.2
0.5
15

69.7%
22.7%
24.5%
14.5%
25.0%
62.1%
55.5%

1.6
88.4%

39.0
136.1
1,783.5
86.3
175.2
88.8
9.2

2.6

8.2

1.6

1.7
11
0.4
7.2

2.8
0.6
0.3
0.8
1.8

70.2%
23.5%
25.5%
14.9%
23.7%
66.3%
45.2%

19
91.7%

36.7
133.9
1,880.0
109.0
170.6
61.5
9.8

2.7

7.0

1.4

15
11
0.6
6.5

3.6
0.7
0.3
12
2.6

70.6%
21.6%
23.8%
13.8%
19.1%
68.9%
36.9%

2.0
93.0%

37.4
129.2
2,188.6
111.6
166.7
55.1
9.6

2.8

5.7

1.2

15
11
0.6
3.4

4.7
0.8
0.4
18
3.7

70.2%
20.2%
23.0%
12.0%
14.5%
68.6%
30.7%

2.0
96.4%

38.7
132.1
2,305.6
113.4
170.8
57.3
9.3

2.7

4.8

1.2

13
1.0
0.4
2.2

5.2
0.8
0.4
21
4.2

70.4%
19.4%
22.3%
11.6%
14.1%
74.0%
29.2%

2.1
95.0%

37.3
129.8
2,584.1
108.1
167.1
58.9
9.7

2.8

4.6

1.3

12
0.9
0.4
6.6

5.2
0.8
0.4
2.0
4.2

70.4%
18.3%
21.4%
10.7%
14.0%
73.4%
28.0%

21
95.0%

39.0
130.5
2,814.9
107.9
169.5
61.6
9.2

2.8

4.5

1.3

14
1.0
0.4
6.6

5.4
0.8
0.4
2.4
4.4

70.5%
17.7%
21.0%
10.3%
13.7%
74.5%
27.5%

22
95.0%

40.5
130.5
3,080.7
107.9
171.0
63.2
8.9

2.8

4.5

1.4

15
11
0.4
6.4

5.6
0.8
0.5
2.6
4.6

70.2%
17.4%
20.8%
10.2%
13.7%
76.4%
27.9%

2.4
95.0%

40.6
131.4
3,307.8
109.1
172.0
62.9
8.9

2.7

4.6

1.4

15
11
0.4
6.4

5.6
0.8
0.5
2.6
4.6

70.2%
17.6%
21.3%
10.3%
14.4%
80.7%
29.2%

2.6
95.0%

40.7
131.8
3,541.3
109.6
172.5
62.8
8.8

2.7

4.6

1.4

15
11
0.3
6.7

5.6
0.8
0.5
2.6
4.6

70.2%
17.9%
22.0%
10.5%
15.1%
84.8%
30.7%

2.9
95.0%

40.7
131.7
3,805.8
109.5
172.4
62.9
8.8

2.7

4.8

15

15
11
0.3
7.0

5.6
0.8
0.5
2.6
4.6

70.2%
18.1%
22.5%
10.7%
15.8%
88.3%
32.2%

31
95.0%
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