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Metals & Mining

Gerdau hosted its 2025 Investor Day, providing an updated view on its strategy going forward. We note

capex austerity as the highlight of today’s event, with 2026E capex guidance set at ~R$4.7 billion, -22% vs.

2025E expectations of R$6.0 billion and reflecting a more selective approach on previously approved

projects given current market conditions (rolling capacity and forest expansion projects now on stand-by).

Moreover, Gerdau remains confident on the incremental returns following the execution of its mining

investments in Miguel Burnier (physical progress at ~85%), reiterating its ~R$1.1 billion incremental EBITDA

expectation, with initial benefits to be captured by early 2026E (ramping-up throughout the year). Finally,

demand in North America is expected to benefit from government-related programs and restrained imports,

implying structurally strong profitability levels. We reiterate our Buy rating on Gerdau.

Our take: we see Gerdau’s 2026E capex guidance as the main positive
outcome of today’s event, below our estimates (~R$5.1 billion) and
below what we saw as the market’s base-case (~R$5.0-5.5 billion),
implying an attractive 9-10% 2026E FCF yield, in our view. In that
regard, we welcome Gerdau’s capital discipline, reevaluating projects
given current market conditions, and providing more clarity on its
sustaining investment needs, although structural competitiveness-
related capex remains uncertain. Looking ahead, investor focus
remains on demand trends and potential USMCA tariff-exemptions in
North America, while import restrictions (i.e.: antidumping), and the
impact of higher interest rates on Brazilian steel demand remains a
question mark. Finally, we reiterate our positive view on Gerdau, backed
by a solid earnings momentum in the U.S. and lower capex
disbursements to partially mitigate a worsening demand environment
in Brazil (click here for more details backing our Buy rating).

Capex austerity was a highlight. Given current challenging market
conditions in Brazil, Gerdau reevaluated part of its strategic
investments, postponing the capex related to rolling capacity
expansion (R$1.8 billion) and forestry operations (R$0.3 billion),
supporting a reduction in expected capex for 2026E (R$4.7 billion vs.
R$6.0 billion for 2025E) as the company continues to advance on its
main ongoing projects (especially Miguel Burnier’s mining investments
and Midlothian expansion). Moreover, we welcome the company’s
clarity on sustaining capex needs, which it expects to be at ~R$3
billion/year in the upcoming years, while selective competitiveness
projects should remain susceptible to returns/leverage thresholds.

In North America, demand remains solid, boosted by government-
related programs, with the expansion of Section 232 also suggesting
structurally higher profitability levels (although USMCA potential tariff-
exemptions remains a risk). Moreover, while an acceleration on steel
capacity expansion in the U.S. is a risk, the market should remain
balanced, with new mapped capacity expansion helped by lower
imports and lower relative investments in SBQ and merchant/beams.

Capital allocation is shifting toward buybacks. With a solid balance
sheet and lower investment needs in 2026E, Gerdau is prioritizing
buybacks, while new investments and M&A are less likely due to high
cost of capital levels.
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Gerdau’s Investor Day 2025

Capex Austerity in the Spotlight

Gerdau (GGBR4) Buy

Target Price (R$/sh.) 23.00

Current Price (R$/sh.) 16.61

Upside (%) 38%

Market Cap (R$ million) 32,099

# of shares (million) 1,933

Free Float (%) 67%

ADTV (R$ million) 137

Performance vs. IBOV
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Regarding Gerdau’s strategic capex, the company revised it downwards to R$5.2 billion, reflecting:

• The exclusion of rolling mill expansion (R$1,75 billion) and the forestry base expansion (R$0.35 billion)

in Minas Gerais.

• Adjustments in the Midlothian investments (from R$1,5 billion to R$1,2 billion), including the reduction in

the capacity expansion plan (from 250kt to 150kt), and the increase in the Iron Ore Program in Miguel

Burnier (from R$3,2 billion to R$3,6 billion).

• That resulted in a net reduction of R$2,0 billion compared to the previous plan.

Regarding the total potential incremental EBITDA, the company expects ~R$1.5 billion, reflecting:

• The benefits from iron ore program in Miguel Burnier, expected at ~R$1.1 billion/year (see our recent

update for Gerdau commenting on the potential incremental EBITDA for the mining investments); and

• An incremental EBITDA of R$275 million/year regarding Midlothian expansion and R$100 million/year

due to the investments on scrap processing in Pindamonhangaba.

Figure 1: Gerdau’s Strategic Capex Plan

Gerdau Investor Day 2025

Gerdau's Strategic Capex Plan (2025-28E)

Location Project Start-Up

Capacity 
Expansion

Capex EBITDA

Old New Old Concluded Changes New Old Concluded Changes New

North 
America

Midlothian Expansion 2H26E 250 150 1,500 -300 1,200 500 -225 275

Downstream OK 500 -500 0 250 -250 0

Brazil

HRC Expansion OK 250 250 1,550 -1,550 0 400 -400 0

Medium Section Mill 
Expansion

Canceled 500 - 1,750 -1,750 0 250 -250 0

Forestry Base 
Expansion

Canceled 350 -350 0 50 -50 0

Iron Ore Program 4Q25E 3,200 400 3,600 1,100 1,100

New Scrap Processing 2H26E 400 400 200 -100 100

Total 9,250 -2,050 -2,000 5,200 2,750 -650 -625 1,475

2026E Capex Guidance Announced

Gerdau announced its capex guidance for 2026E at R$4.7 billion, reflecting a reduction in sustaining and

competitiveness-related investments. The guidance also includes targeted capex for coke plant

developments and blast furnace upgrades. Looking ahead, the company expects average annual

sustaining capex of R$3 billion over the 2026-2030E period, excluding competitiveness investments.
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Figure 2: Capex Guidance for 2025-26E (R$ billion) Figure 3: Gerdau’s Sustaining Capex (2026-2030E)
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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 1, 2025



Equity Research: Metals & Mining


	Slide 1
	Slide 2
	Slide 3
	Slide 4

