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Vale (VALE3) | Neutral; TP R$73.00/sh.

Metals & Mining

Vale reported neutral 3Q23 results, with adj. proforma EBITDA of US$4.5 billion -1% vs. XPe and -4% vs.

consensus (+8% QoQ). With operating figures already reported (click here), we note iron ore solutions as the

positive highlight (adj. EBITDA +13% QoQ), with cash C1/t¹ improving 7% QoQ and, in our view, mitigating

part of investors’ concerns on the non-achievement of 2023FY guidance of US$21.5-22.5/t (although we

expect it to be closer to the high-end). Moreover, Vale also announced dividends of US$2.0 billion (to be paid

on December 1st, 2023), which we believe to reflect the company’s confidence on FCF generation and on the

conclusion of the VBM transaction in the short-term. We reiterate our Neutral rating on Vale.

Financial highlights: (i) Expanded net debt of US$15.5 billion +5%

QoQ, mostly due to US$1.7 billion disbursed on interest on capital

payments and FCF of US$1.1 billion (with 0.6x net debt/adj. LTM

EBITDA). (ii) Finally, Vale also announced: (a) the distribution of

US$2.0 billion in interest on capital and dividends (~3.5% yield),

scheduled for December 1st, which we see as a positive sign of

cash flow generation confidence and comfort on the conclusion of

the VBM transaction; and (b) a new buyback program (~150 million

shares), replacing the previous one (which expires tomorrow).

Iron ore solutions: adj. EBITDA of US$4.45 billion (+18% YoY, +13%

QoQ), mostly in line with our estimates. We note that C1¹ cash

cost/t in 3Q23 improved 7% QoQ, with an estimated sequential

reduction of 2-15% in 4Q23E for the 2023FY guidance of US$21.5-

22.5/t to be achieved (which we see as likely, given expected higher

fixed cost dilution in 4Q23E, although closer to the high-end of the

range).

Energy transition: the main lowlight of today’s results, with adj.

EBITDA of US$379 million (-9% vs. XPe), mainly due to weaker

performance in the nickel division (adj. EBITDA -57% QoQ), with

positive evolution from copper operations (adj. EBITDA +14% QoQ).

Our take: we believe that today’s results partly mitigate the cost

concerns for Vale (although we expect C1/t to be closer to the high-

end of the US$21.5-22.5/t range in 2023FY), with the new dividend

announcement of US$2.0 billion reflecting the company’s comfort

on cash flow generation and the conclusion of VBM transaction, in

our view. Finally, given (i) lower expectations for iron ore prices in

the future and as (ii) Vale is already pricing-in lower iron ore prices,

we reiterate our Neutral view on the shares.

Source: Company Data and XP Research.¹ Excl. third-party purchases.
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Dividend Announcement as the Main Highlight Amid Neutral Results

3Q23 Results

Vale (VALE3) Neutral

Target Price (R$/sh.) 73.00

Current Price (R$/sh.) 65.30

Upside (%) 11.8%

Market Cap (R$ million) 296,396

# of shares (million) 4,346

Free Float (%) 62%

ADTV (R$ million) 1,726

Vale (VALE3) 3Q23 Summarized Results

Vale - 3Q23 Results 3Q23A 3Q23 XPe vs. XP 3Q22 YoY 2Q23 QoQ
Net Operating Revenues 10,622 10,755 -1% 9,929 7% 9,673 10%
Adj. EBITDA 4,482 4,534 -1% 4,002 12% 4,145 8%
Adj. EBITDA Margin 42.2% 42.2% 0.0p.p. 40.3% 1.9p.p. 42.9% -0.7p.p.
Majority Net Earnings 2,836 2,463 15% 4,455 -36% 892 218%

https://researchxp1.s3.sa-east-1.amazonaws.com/2023+10+17+Vale+Production+and+Sales+Report+3Q23.pdf
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Vale’s 3Q23 Results

Source: Company Data and XP Research.

October 27, 2023

Figure 1: Vale’s 3Q23 Detailed Results

Vale - 3Q23 Results 3Q23A 3Q23 XPe vs. XP 3Q22 YoY 2Q23 QoQ

Income Statement

Net Operating Revenues 10,622 10,755 -1% 9,929 7% 9,673 10%

Iron Ore Solutions 8,862 8,861 0% 7,827 13% 7,776 14%

Base Metals 1,718 1,868 -8% 2,042 -16% 1,871 -8%

Others 42 26 59% 60 -30% 26 62%

Adj. EBITDA 4,482 4,534 -1% 4,002 12% 4,145 8%

Iron Ore Solutions 4,455 4,392 1% 3,773 18% 3,941 13%

Base Metals 379 417 -9% 364 4% 476 -20%

Others -352 -276 28% -135 161% -272 29%

Adj. EBITDA Margin 42.2% 42.2% 0.0p.p. 40.3% 1.9p.p. 42.9% -0.7p.p.

Iron Ore Solutions 50.3% 49.6% 0.7p.p. 48.2% 2.1p.p. 50.7% -0.4p.p.

Base Metals 22.1% 22.3% -0.3p.p. 17.8% 4.2p.p. 25.4% -3.4p.p.

Impairment on Operating Assets -122 0 n.m. -40 205% -66 85%

Brumadinho-Related Expenses and Others -305 -110 177% -336 -9% -323 -6%

Dividends on JVs 0 21 -100% 28 -100% 105 -100%

D&A -780 -895 -13% -775 1% -779 0%

EBIT 3,275 3,508 -7% 2,823 16% 2,872 14%

EBIT Margin 30.8% 32.6% -1.8p.p. 28.4% 2.4p.p. 29.7% 1.1p.p.

Equity Income 94 0 n.m. 78 21% 5 1780%

Net Financial Results -385 -347 11% 2,347 -116% -157 145%

Income Taxes & Contributions -127 -686 -81% -804 -84% -1,792 -93%

Gains from Discontinued Operations 0 0 n.m. 0 n.m. 0 n.m.

Minorities -21 -12 70% 11 -291% -36 -42%

Majority Net Earnings 2,836 2,463 15% 4,455 -36% 892 218%

Balance Sheet

Capex -1,464 -1,356 8% -1,230 19% -1,208 21%

Iron Ore Solutions -963 -886 9% -695 39% -727 32%

Base Metals -453 -448 1% -422 7% -421 8%

Others -48 -22 123% -113 -58% -60 -20%

Net Debt (Expanded) 15,494 14,671 6% 13,283 17% 14,690 5%

Selected Metrics

Shipments (mt) 80.6 80.6 0% 77.6 4% 74.4 8%

Iron Ore Fines (mt) 69.7 69.7 0% 65.4 7% 63.3 10%

ROM (mt) 2.2 2.2 0% 3.7 -39% 2.2 0%

Pellets (mt) 8.6 8.6 0% 8.5 1% 8.8 -2%

Iron Ore Reference Prices (62%, China, CFR, 
US$/t)

114.0 114.0 0% 103.3 10% 111.0 3%

Iron Ore Fines Realized Prices (US$/t) 105.1 105.1 0% 92.6 13% 98.5 7%

Iron Ore Average Grade (%) 62.9% 62.9% 0.0p.p. 62.1% 0.8p.p. 62.3% 0.6p.p.

Iron Ore Fines C1 Cash Cost/t (Excl. Third-Party) 21.9 22.7 -3% 19.4 13% 23.5 -7%

Pellets Realized Prices (US$/t) 161.2 161.2 0% 194.3 -17% 160.4 0%

Nickel LME Reference Prices (US$/t) 20,382 20,382 0% 22,063 -8% 22,308 -9%

Nickel Shipments (kt, Nickel Division) 39.2 39.2 0% 44.3 -12% 40.3 -3%

Nickel Realized Prices (US$/t) 21,237 21,237 0% 21,672 -2% 23,070 -8%

Nickel EBITDA Breakeven (US$/t) 18,570 18,756 -1% 17,003 9% 17,060 9%

Copper LME Reference Prices (US$/t) 8,333 8,333 0% 7,761 7% 8,424 -1%

Copper Shipments (kt, Salobo and Sossego) 61.8 61.8 0% 52.9 17% 52.7 17%

Copper Realized Prices (US$/t) 7,731 7,731 0% 6,663 16% 7,025 10%

Copper EBITDA Breakeven (US$/t) 3,924 3,751 5% 4,185 -6% 3,091 27%
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Disclaimer
1) This report was prepared by XP Investimentos CCTVM S.A. ("XP Investimentos or XP") according to the requirements provided in CVM Resolution 
20/2021 and aims to provide information that can help the investors make their own investment decisions, and does not constitute any kind of offer or 
purchase request and/or sale of any product. The information contained in this report is considered valid on the date of disclosure and has been 
obtained from public sources. XP Investimentos is not liable for any decisions made by the customer based on this report.  

2) This report was prepared considering the product risk classification in order to generate allocation results for each investor profile.  

3) All of the views expressed in this research report accurately reflect the research analyst’s personal views regarding any and all of the subject 
securiTiês or issuers.  No part of analyst(s) compensation was, is or will be, directly or indirectly related to the specific recommendations or views 
expressed in this research report.

4) The signatory of this report declare that the recommendations reflect solely and exclusively their personal analyses and opinions, which have been 
produced independently, including in relation to XP Investimentos and which are subject to modifications without notice due to changes in market 
conditions, and that their remuneration are indirectly affected by revenue from business and financial transactions carried out by XP Investimentos.  

5) The analyst responsible for the content of this report and the compliance with CVM Resolution 20/2021 is indicated above, and, in the event of an 
indication of another analyst in the report, the person responsible will be the first accredited analyst to be mentioned in Report.  

6) XP Investimentos’ analysts are obligated to comply with all the rules laid down in the APIMEC’s conduct code for the securiTiês analyst and XP 
Investimentos’ analyst of securiTiês conduct policy.  

7) Customer service is carried out by XP Investimentos employees or by autonomous investment agents who perform their activiTiês through XP, in 
accordance with CVM Resolution 16/2021, which are registered in the national association of brokers and distributors of securiTiês (“ANCORD”). The 
autonomous agent of investment may not provide consulting, administration or management of customer net worth, and must act as an intermediary 
and request prior authorization from the client for the realization of any operation in the capital market.  

8) The products presented in this report may not be suitable for all types of customer. Before making any decisions, customers should ensure that the 
products presented are suitable for their investor profile. This material does not suggest any change of portfolio, but only guidance on products suitable 
to a certain investor profile.  

9) The profitability of financial products may present variations and their price or value may increase or decrease in a short period of time. Past 
performance is not necessarily indicative of future results. Performance disclosed is not net of any applicable taxes. The information present in this 
material is based on simulations and the actual results may be significantly different.  

10) This report is intended exclusively for to the XP Investimentos’ network, including independent XP agents and XP customers, and may also be 
released on XP’s website. It is prohibited to reproduce or redistribute this report to any person, in whole or in part, whatever the purpose, without the 
prior express consent of XP Investimentos.  

11) XP Investimentos’ ombudsman has the mission to serve as a contact channel whenever customers who do not feel satisfied with the solutions 
given by the company to their problems. The contact can be made via telephone 0800 722 3710  if you are in Brazil or via ombudsman form if you are in 
other localiTiês: ttps://institucional.xpi.com.br/ouvidoria.aspx/.  

12) The cost of the transactions billing policies are defined in the operational cost tables which are made available on XP Investimentos website: 
www.xpi.com.br.

13) XP Investimentos is exempt from any liability for any damages, direct or indirect, that come from the use of this report or its contents.  

14) Technical analysis and fundamental analysis follow different methodologies. Technical analysis is performed following concepts such as trends, 
support, resistance, candles, volume, and moving averages, amongst others. Fundamental analysis uses as information the results disseminated by 
the issuing companies and their projections. In this way, the opinions of fundamental analysts, who seek the best returns given the market conditions, 
the macroeconomic scenario and the specific events of the company and the sector, may differ from the opinions of technical analysts, which aim to 
Identify the most likely movements on asset prices, using "stops" limit possible losses.  

15) Investment in stocks is appropriate for moderate and aggressive profile investors, according to the suitability policy practiced by XP Investimentos. 
Equity investments available are portion a company’s capital that is traded on the market. Stock is a variable financial investment (i.e. an investment in 
which profitability is not pre-established and varies depending on market quotations). Investment in stock is a high-risk investment and past 
performance is not necessarily indicative of future results and no statement or warranty, expressed or implied, is made in this material in relation to 
future performance. Market conditions, macroeconomic scenario, company and sector specific events can affect investment performance and may 
even result in significant asset losses. The recommended duration for equity investments is medium-long term. There is no guarantee of investment 
return for customers’ investments in stock.  

16) Investment in options is preferably indicated for aggressive profile investors, according to the suitability policy practiced by XP Investimentos. In 
options market, the purchase or sale rights of a good shall be negotiated at a price fixed at a future date, and the purchaser of the negotiated duty 
should pay a premium to the seller as in a secure agreement. Operations with these derivatives are considered very high risk for presenting high risk 
and return relationships and some positions present the possibility of losses higher than the capital invested. The recommended duration for the 
investment is short-term and the customer's assets are not guaranteed in this type of product.  

17) Investment in terms is indicated for aggressive profile investors, according to the suitability policy practiced by XP Investimentos. They are 
contracts for the purchase or sale of a certain number of shares at a fixed price for settlement within a specified period. The term of the contract is 
freely chosen by the investors, complying with the minimum period of 16 days and a maximum of 999 days. The price will be the value of the added 
share of a portion corresponding to the interest-which are set freely on the market, depending on the term of the contract. Every transaction in the term 
requires a guarantee deposit. These guarantees are provided in two forms: coverage or margin.  

18) Investments in futures markets are subject to significant loss of principal, and are therefore appropriate for aggressive profile investors, according 
to the suitability policies practiced by XP Investimentos. A commodity is an object or price determinant of a future contract or other derivative 
instrument, which may substantiate an index, a fee, a movable value or a physical product.  CommodiTiês are considered high risk investments, which 
include the possibility of price fluctuation due to the use of financial leverage. The recommended duration for commodity investments is short-term 
and customers’ assets are not guaranteed in this type of product. Market conditions and the macroeconomic scenario can affect the performance 
investments.  

19) This institution is adhering ANBIMA Code of Regulation and best practices for the distribution activity of retail investment products.

20) XP Investments US, LLC, a broker-dealer registered with the U.S. SecuriTiês and Exchange Commission, has assumed responsibility for this 
research for purposes of U.S. law. All transactions arising from this research should be directed to XP Investments US, LLC, at +1 646-664-0525

October 27, 2023
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