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SmartFit | Buy; TP R$28.0/sh.

We are initiating coverage of SmartFit (SMFT3) with a Buy and YE24 TP of R$28.0/sh (32% upside) as (i) we see a lot of room for LatAm’s fitness penetration to

increase (being less than half of developed countries), with consumers’ mindset towards exercising structurally changing after the pandemic; (ii) Smarfit is well

positioned to be the consolidator of the fitness market as we see the High Value, Low Price model as the long term winner; (iii) we see growth optionalities for the

company through their recently launched Studios and TotalPass; and (iv) valuation is appealing, at ~8x EV/EBITDA 2024e, vs. global peers average at 10x.
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Not a Fake Natty; Initiating at Buy
Retail / Brazil

The key takes of our report are:

▪ We are structurally constructive with the fitness/sports space in LatAm given (i) consumers’ mindset change towards their health after Covid; and (ii) LatAm’s low

gym members penetration (at 2-5%) vs. developed countries (12-20+%).

▪ SmartFit’s business model (the High Value, Low Price) is the long-term winner in the space, with all global market leaders focusing in the model given its appealing

cost/benefit, with low prices but a sound value proposition.

▪ There is a lot of white space yet to be filled by SMFT, with our proprietary analysis (pgs. 12-13) estimating a potential of over 1.2k gyms only in Brazil, which is

already the country with the strongest capillarity, while other LatAm countries have lower gym penetration and SMFT’s footprint in these countries are less than

half Brazil’s.

▪ HVLP is a profitable model and there are levers to sustain it, with our analysis indicating that SMFT’s mature gym’s EBITDA 4-wall mg is 52% with ROIC at high

teens, while the company has levers to sustain/improve this profitability through cost / Capex optimization, higher black membership (premium subscription)

penetration, store layout adjustments and higher store productivity.

▪ Studios and TotalPass are growth optionalities, with our proprietary analysis indicating room for at least ~250 Studios in Brazil.

▪ SMFT is trading at an appealing valuation, of ~8x EV/EBITDA 2024e, a 20% discount to its global peers despite its higher net income 2023-25 CAGR (+34%).

Looking at P/E, it may seem expensive, but we believe it to be explained by SMFT’s strong expansion plan, with a PEG ratio at 0.5x.

Smart Fit (SMFT3) BUY

Target Price (R$/sh.) 28,0

Current Price (R$/sh.) 21,2

Upside (%) 32,3%

Market Cap (R$ million) 12.411

# of shares (million) 586

Free Float (%) 31,4%

ADTV (R$ million) 45
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Why we like SmartFit – Initiating at a Buy and YE24 TP of R$28.0/sh.

Our view in 6 charts

Favorable growth dynamics Well positioned in the space Attractive valuation

Chart 1: Room to at least double LatAm’s gym members

Gym members as a % of total population
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Chart 2: And HVLP proving to be the winning model

HVLP market share evolution in developed markets

Table 1: A lot of white space to filled...

Chart 3: ...with limited competition
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Chart 4: A 10% EV/EBITDA discount to global peers...  

SMFT’s long-term potential in Brazil (# of stores) EV/EBITDA SMFT vs. Global Gym Peers

Chart 5: ...with strong growth prospects

Consolidated figures (R$bn) and 2023e-26e CAGR (%)
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Chart 6: 2023e XP vs. Consensus

Chart 7: 2024e XP vs. Consensus

Chart 8: 2025e XP vs. Consensus

XP Estimates – Consolidated Financials

Consolidated Financials (R$mn) 2018 2019 2020 2021 2022 2023e 2024e 2025e

Net Sales 1.452 1.984 1.256 1.707 2.931 4.251 5.048 5.860

Gross Profit 683 951 428 516 1.223 2.121 2.506 2.899

Gross mg 47,1% 47,9% 34,1% 30,3% 41,7% 49,9% 49,6% 49,5%

EBIT 216 245 (302) (386) 95 873 870 1.056

EBIT margin 14,9% 12,3% -24,0% -22,6% 3,3% 20,5% 17,2% 18,0%

Adj. EBITDA 412 551 54 47 591 1.352 1.624 1.908

EBITDA mg 28,4% 27,8% 4,3% 2,8% 20,2% 31,8% 32,2% 32,6%

Net Financial Results (121) (215) (221) (178) (109) (171) (236) (93)

Income Taxes (27) (41) 51 22 (4) (117) (153) (231)

Adj. Net Income (ex-IFRS) 80 (13) (487) (558) (11) 415 489 740

Net mg 5,5% -0,6% -38,8% -32,7% -0,4% 9,8% 9,7% 12,6%

Balance Sheet (R$mn)

Total Gross Debt 1.809 2.207 2.616 3.590 3.420 3.274 3.274 3.274

Cash & Equivalents 667 1.351 1.020 3.720 2.923 2.399 2.353 2.747

Net (debt) / cash 1.142 855 1.596 (129) 497 875 921 528

Net (debt) / EBITDA 0,0x 1,6x 29,7x (2,7x) 0,8x 0,6x 0,6x 0,3x

Return / Yield Metrics

ROIC n.m. n.m. 2,2% 9,4% 8,1% 9,9%

ROE n.m. n.m. n.m. 12,3% 9,2% 12,3%

FCF Yield 0,8% 1,0% 3,7%

Valuation Metrics

EV/EBITDA 8,7x 8,2x 6,8x

P/E 29,9x 25,4x 16,8x

PEG ratio 1,7x 0,5x 0,5x

4.251

1.352
415

4.188

1.310
358

Net Sales EBITDA Net Income

XPe Consensus

5.048

1.624
489

5.206

1.667
546

Net Sales EBITDA Net Income

XPe Consensus

5.860

1.908
740

6.187

2.029
747

Net Sales EBITDA Net Income

XPe Consensus
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Summary

Market Overview
A lot of room to grow

Initiating SmartFit at a Buy
Playing fitness consolidation in LatAm

Valuation
XP Estimates

Risks
Tax Reform, Execution, Macro and Capex dynamics

ESG
The secret of getting ahead is getting started
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Exercising as the way to go…

Health, wellness and fitness as structural trends

Health, wellness and fitness gained importance in the post-Covid world… We see favorable structural trends for the sports/fitness space, with the

pandemic serving as an accelerator as (i) we believe it changed the way people take care of their health, moving from a palliative approach into a

preventive one; (ii) physical activity emerged as a social activity, with outdoor sports gaining room; and (iii) consumers started to care more about

mental wellness, with therapy and physical activity (e.g. yoga, meditation, going to the gym) emerging as ways to improve it, as shown on Chart 9.

... but still a lot of work ahead. Although consumers are increasingly adding physical activities into their routines, there is still a long way to go as

according to IBGE, roughly half (46%) of the Brazilian population self declares to be sedentary, well above developed (UK at 17%) and BRICs peers

(India and Russia at 16% and 21%, respectively), while only 26% practice some sport. The still low levels of physical activeness are reflected on

obesity levels, already at 20% of the population in Brazil and 29% in LatAm (vs. 37% in the US) while death rates from obesity are at 77 per 100k

people in Brazil and 79 in LatAm.

Macro is still a short-term headwind, but not necessarily a deadlock. We believe one of the reasons behind Brazil’s and LatAm’s lower sports and

physical activeness penetration is the lower GDP per capita (Chart 10). Although this could remain a challenge in the short-term, we believe an

increased penetration could also be achieved through more affordable alternatives (e.g. running, expansion of low-priced gyms), a higher share of

women and an increased number of public places that foster physical activity, such as parks, public squares and municipal sports centers.

Chart 9: Intent of new activities for health care post 
Covid-19 (% of respondents)
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Chart 11: Prevalence of obesity among adults (%)
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Chart 10: Practice of sports by class of monthly income per capita (%)
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… but gender gap in the space is still major

Health, wellness and fitness as structural trends

Practice of sports among women is still below men… As we’ve highlighted, Brazil still has a long way to go when it comes to physical exercising.

Digging deeper, we also noticed the practice of sports strongly differs among genders, with men being much more active (32%) than women

(17%), according to a IBGE survey. Interestingly, on the other hand, the survey shows that the frequency of training tend to be higher for women,

with 62% practicing 3x or more/week vs. 42% for men.

…while preferred modalities and motivation also differ. Modality-wise, difference on the predilection among genders are also worth noting.

According to IBGE, men practice a wider range of modalities, with the most popular being soccer, cycling and martial arts, while women’s

preference is more towards the fitness/dance space. Looking at the motivation, the search for health and wellness is the primary reason for

women to exercise, while improving physical performance and overall fitness are the key motivators for men.

Increasing women’s fitness participation as a long-term growth lever. Given the still low level of physical activeness among women, we believe

increasing their participation in fitness is a key long-term growth lever for the space. In this sense, as different needs and motivations demand

different value propositions, we believe the launch of niche/more appealing exercising alternatives for women and more directed to wellness

could be interesting avenues of growth.

32%

17%

Men Women

Chart 12: Practice of sports in Brazil (% by gender, 2015)

15%
35% 36%

70% 75%
95%

75%
66% 64%

30% 25%
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Dancing Walking Fitness Martial
arts

Cycling Soccer

Men Women

Chart 13: Breakdown of sports practice in Brazil (% by gender, 2015) Chart 14: Reasons for physical exercising (%, 2015) Chart 15: Frequency of sports practice by gender (#/week, 2015)
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Underpenetrated market and with limited competition

LatAm still has an incipient fitness market

Brazilian fitness market has a long growth road ahead. Despite the increased interest for a healthier

lifestyle and the strong expansion of the fitness space over the past 10 years in Brazil (members

CAGR at +5%), going to the gym is still an underpenetrated activity, with only ~5% of the Brazilian

population registered at a club vs. 21% in the US and 17% in Canada. In our view, two key drivers

should foster the market’s growth: (i) improved macro dynamics, namely disposable income, opening

room on consumers’ budget to include a gym subscription; and (ii) gyms’ expansion and/or

consolidation, as we believe companies have a key role in building-up of their own addressable market,

once it is still an undeveloped segment in the country.

HVLP as the winning model. Planet Fitness disrupted the fitness space by introducing the HVLP (High

Value Low Price) model in the 90s, which had a sound value proposition at an appealing price. As a

result, the model opened room for a wider addressable market, encompassing the average consumer

both in terms of sports preparation and income. As a result, global market leaders in the industry are

HVLP players, with the model accounting for the bulk of the market in the US and UK, at 25% and 38%,

respectively (vs. below 5% in 2010). In LatAm, HVLP is not only the leading model but also the

industry’s key growth lever, whose market CAGR between 2009-19 is of +7%.

Meanwhile, market consolidation seems an imminent trend. The segment is still very fragmented, with

over 29k gyms operating in Brazil and ~61k in LatAm, while SmartFit, the market leader in the LatAm

region, counts with only a 13% share in terms of members (~9x vs. #2) vs. +20% of global peers (US’

Planet Fitness at 22% and Europe’s Basic Fit at 20%). We, thus, expect SMFT to continue consolidating

the market, with room to almost double its share. In fact, we believe SMFT could have a greater share

than its global peers once we see a more favorable competitive landscape in LatAm given most of

SMFT’s competition is smaller/less-capitalized players, with SMFT having 8x more members than #2,

while global peers are ~3x the size of their #2. To illustrate this argument, LatAm’s Top 5 gyms have a

17% share in LatAm, with SMFT representing 76% of it, while in the US the number is 39%, with Planet

Fitness representing 56% of it.

Chart 16: Penetration by country (% of households registered at a gym, 2019)

Chart 18: Ranking - LatAm ('000 members, 2019)
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New modalities to drive an even bigger addressable market

A market constantly evolving

Keep an eye on Boutique Fitness. The fitness space has gone through significant changes over the past

two decades, moving from limited alternatives, being practically dominated by big-box gym clubs focused

on bodybuilders or boxing, into a wider variety of models, with HVLP taking the lead. Now, we see the

emerging of a new trend focused on more social, personalized and niched alternatives, exploring other

modalities, such as boxing, yoga, spinning and Pilates, with a stronger appeal towards women though not

limited to them.

Sports niches as a clear trend. We see four structural changes that should support niched fitness growth: i)

increased search for new sports modalities after Covid, with 39% of Brazilians practicing a new sport since

then, according to a Google Survey; ii) increased demand for personalized and premium experiences, with

high-income classes offering a more resilient targeted audience; iii) exercising is becoming more social

while Boutique Fitness offers a community feel, once they focus on like-minded members; and iv) Women

physical exercising levels are still below men’s, with their preferences usually being more linked to these

types of modalities.

Chart 19: Gym’s value proposition matrix

Table 2: Overview of Xponential Fitness’ boutique brands

Price

Service
personalization

Growth potentialConvenience

Infrastructure
HVLP

Mid-end gyms

Studios

Premium

Xponential Fitness shows us the way; a high cash-on-cash return business model. The US-based Xponential Fitness (XPOF) is the largest global franchisor in the fitness space, with over 2.7k studios open and

560k members, across 10 different brands, that offer modalities ranging from yoga and Pilates to boxing and barre training. The company’s business model is mostly based on franchises (97% of store base),

across the US, Canada and agreements for other 14 countries, while members have two subscription options that range from $14 per a single class to $199/month for multibrand unlimited access (vs. Planet

Fitness’ $10). The average XPOF’s studio size ranges from 140m2 to 232m2 allowing for high cash-on-cash returns of ~40% (vs. SMTF’s 40% and Planet Fitness’ 42%).

Modality Pilates Barre Stretching Cycling Functional Yoga Rowing Boxing Dance Running

Open studios 853 645 330 286 242 180 97 54 35 19

Licenses sold 1313 761 883 562 602 589 330 371 119 93

Acquired in 2015 2018 2017 2017 2021 2018 2017 2021 2018 2018

Chart 20: Overview of Xponential Fitness’ boutique brands

2022A

Revenue ($mn) 245

EBITDA mg 30,2%

Total Members (000s) 560

Total visits (mn) 39,2

SSS (%) 25%

Multibrand membership price ($) 99
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SmartFit as the key consolidator of the space in LatAm

Positioned in the long-term winning model

The long-term winning model. We see the HVLP model as the structural leader in the space, once it directly addresses two of the main factors that retain consumers from going to the gym: (i) distance or lack

of convenience/proximity; and (ii) pricing. A recent study from Dstillery showed that members of HVLP gyms that travelled ~6km or less to go the gym went on average five or more times to the gym per

month, whereas those who travelled 6km or more went only once a month. Interestingly, the more premium the gym model was, the farther members were willing to travel to exercise. As a reference, SMFT

members currently go on average 7x/month to the gym, with only 25% of its base not going to the gym in the last month.

Mid-point players to lose ground. We expect HVLP model to continue gaining share in the space, mainly from smaller / less-capitalized players and/or companies that offer a slightly broader value proposition

but at a higher pricing, with the latter losing ground to HVLP or more premium offerings depending on the consumer’s priority (pricing or value proposition) or budget. Looking abroad, we already see this

happening, with US’ 24h Fitness and Town Sports filing for bankrupt in 2021 and UK’s Bannatyne’s vocally repositioning towards the premium space.

Chart 21: HVLP market share by country (% of members)

Chart 22: LatAm fitness market (mn of members)

Chart 23: Gym’s value proposition positioning in Brazil

Figure 1: Example of SMFT’s store cluster (SP)
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Structural changes may open room for higher profitability

Learnings from Covid

Leaving Covid-19 behind. As a nonessential and highly social activity, gym clubs were among the segments most hit by curfews and

social distancing measures. However, once restrictions started being lifted, the company accelerated marketing investments,

recovering its pre-pandemic number of members across all regions as of 3Q22, while at units that existed before the pandemic, the

number of members reached 96% vs. Mar/20 as of 1Q23.

Structural cost control as the main learning from past years… On top of the challenging environment for the sector throughout the

pandemic, SMFT put in place a solid cost optimization strategy aiming to reduce (i) personnel through higher digitalization of the

members’ experience (i.e enrollment process and management of training schedule); and (ii) utilities through air conditioning

automation and better energy price alternatives, while also improving rent negotiations for future expansion. We expect the company

to continue to seek for cost reduction levers, mainly on mature gyms, while management is also being vocal on Capex optimization

through initiatives such as store layout’s adjustment (reducing cardio area) and partnership with a local equipment supplier to

develop new lines with lower prices.

… while foot traffic patterns have also changed. According to mobility data from SP Trans (Chart 25), not only is the overall foot traffic

still 23% below 2019 levels, but its pattern has also changed, with Mondays and Fridays now clearly having less movement vs. other

weekdays, likely as a result of working from home and more flexible routines. We believe that could potentially provide SmartFit with

two tailwinds: i) Further promote the upgrade/adoption of the Black membership; and ii) allow for a higher number of members per

mature stores, once peak hours are likely more equally distributed across the day.

61%
71%

76%
81% 84%

90% 89%
96%

2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23

Chart 24: Recovery on SMFT’s members (same gyms / organic) that left 
during the pandemic (% vs. Mar/20)

Chart 26: Daily evolution of operational restrictions due to Covid-19
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Chart 25: Number of passengers at São Paulo’s bus system (000)
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SMFT could more than double stores in Brazil

A lot of white space to be filled

Just keep growing. SMFT’s key investment thesis pillar is organic expansion since the LatAm fitness market is still very fragmented and

with limited competition. Although the company is focused in the LatAm region, with 60% of the expansion coming from countries outside

Brazil, we mapped the potential for expanding in Brazil as it is the country with the highest openings in coming years and where SMTF has

the stronger footprint, thus serving as a proxy to determine growth potential. We, thus, ran a sensitivity analysis to map the potential of

new SMFT stores in Brazil, based on three key variables: i) GDP per capita; ii) Population; and iii) Capillarity ratio (number of gyms per

inhabitant of each city).

Doubling footprint seems feasible but not without exploring smaller towns. Our conclusion is that SMFT could double its footprint in Brazil,

assuming all cities with GDP/capita above R$14k and population of at least 100k are targeted, which is in-line with SMFT’s long term soft

indication. In a more bearish scenario, if the business model in such small towns proves unprofitable, and assuming only cities with 300k

people or more are sustainable, we reach a potential long-term footprint of ~860 clubs (+32% vs. today).

Table 3: Sensitivity on SMFT’s potential expansion by GDP per capita and Population

Chart 27: SmartFit’s current gym club footprint

Table 4: Sensitivity on SMFT’s potential expansion by GDP per capita and Population
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SMFT could more than double stores in Brazil

A lot of white space to be filled

Where is the marginal expansion coming from? Based on our analysis, we concluded that most of SmartFit’s marginal expansion should still be concentrated in States where the company already has a strong

footprint, such as São Paulo and Minas Gerais, but into new cities. This is explained by these two states’ large population density coupled with high purchasing power, with over 20 cities meeting our

thresholds of (i) over 100k inhabitants and (ii) GDP per capita above R$14k, which accounts for ~30% of potential candidates of new cities in the country.

However, there’s still room to increase capillarity. Moreover, according to our analysis, ~70% of SMFT’s marginal expansion comes from cities where the company is already present, reinforcing its strategy to

increase capillarity and support Black membership’s penetration. Manaus (+21 stores), Salvador (+10 stores) and Goiania (+8 stores) stand as the cities with the greatest number of potential openings.

State Number of cities Average of Population

São Paulo 21 119.288 

Minas Gerais 21 125.989 

Rio Grande do sul 14 156.573 

Paraná 11 124.003 

Bahia 10 135.467 

Pará 10 212.823 

Rio de Janeiro 9 167.016 

Goiás 8 133.022 

Santa Catarina 5 148.425 

Pernambuco 5 148.560 

Espírito Santo 4 138.546 

Sergipe 3 105.697 

Paraíba 3 186.526 

Mato Grosso 2 108.535 

Maranhão 2 104.083 

Mato Grosso do Sul 2 187.760 

Amazonas 2 102.741 

Ceará 2 230.386 

Tocantins 1 171.301 

Rondônia 1 124.333 

Alagoas 1 234.696 

Amapá 1 107.373 

Table 5: Number of cities above minimum expansion thresholds in which SMFT is not yet present

State Number of potential openings
Acre 2
Alagoas 10
Amazonas 23
Amapá 5
Bahia 40
Ceará 12
Espírito Santo 15
Goiás 27
Maranhão 11
Minas Gerais 63
Mato Grosso do Sul 10
Mato Grosso 11
Pará 30
Paraíba 14
Pernambuco 30
Piauí 9
Paraná 37
Rio de Janeiro 52
Rio Grande do Norte 6
Rondônia 5
Roraima 3
Rio Grande do sul 43
Santa Catarina 25
Sergipe 7
São Paulo 111
Tocantins 3

Table 6: Number of estimated gym club openings per state (XPe)
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SMFT to keep growing at healthy ROIC levels

A profitable business model

A profitable business. Aside from growth potential, the other key discussion of SMFT’s investment

case is marginal expansion’s profitability. In this sense, we see four potential drivers for the company

to shield or increase marginal ROIC going forward: (i) Higher Black membership penetration; (ii) More

members per gym; (iii) Suppliers’ partnerships and (iv) Changes on store layout, with cardio losing

ground to weightlifting equipment. We believe SMFT could also use these profitability levers to sustain

greater competitiveness and, thus, reach a larger addressable market.

Black membership penetration to increase supported by higher capillarity and hybrid work. We still see

room for Smartfit to increase its Black membership penetration, mainly supported by higher capillarity,

which should come as a consequence of the company’s expansion plan. Currently, the company has a

62% penetration of such plan, which may seem already high at a first glance, especially considering

that US’ leader, Planet Fitness, has the same penetration on its premium plan. However, we see two

key reasons to support a higher penetration for SMFT: (i) the company still has a relatively small

market share in LatAm, of 13% vs. Planet’s 22%; and (ii) we see a more favorable competitive

landscape for SMFT when compared to other countries. Moreover, we believe that greater work

flexibility could be another driver to premium subscription penetration, once people can now choose

to workout before, during or after work hours nearby their offices, or near their houses during home-

office days. Interesting to note that when we compare the public transportation and traffic jam in the

city of São Paulo before 2019 and today (Figure 20), it becomes clear that people are prioritizing

presential work from Tuesday to Thursday, while Monday and Friday had a big decline in people’s flow

in the streets.

We could see more members per gym due to greater work flexibility. A more flexible work politics could

help on softening peak hours in the gyms (usually from 6-8am, lunch time and 6-8pm), thus opening

some space to having more members/gym as of today. For instance, our base case considers an

average of 3.1k members/gym, but if this number was 3.3k, 4-wall EBITDA margin would reach 55%

from 52%.

Table 7: Key figures comparison between international peers (2022a)

*Only considering Smartfit brand

Smart Fit Planet Fitness Basic Fit 

Operational in Reais in Dollars in Euros

Clubs 945 2.410 1.200

Members (000) 2.689 17.000 3.575

Members/club 2.845 7.054 2.979

% of Franchisees 21% 90% n.a.

Plans R$ 119 - 129.9 US$ 10 or 24.99 € 24.99 - € 49.99

Annual fee n.a. US$ 49 n.a.

Enrollment fee R$ 50 on smart up to US$ 59 € 19.99

% of premium subscription 62% 63% 34%

4-wall figures in Reais in Dollars in Euros

Avg. Ticket 86,1 18,0 22,9

Avg. Net sales/club (000) 2.796 376 657

Avg. EBITDA 4-wall (000) 1.111 158 264

EBITDA mg 4-wall 40% 42% 40%

Capex/club (mn) 5,0 2,5 1,2

Avg. Club size (sqm) 1.200 1.858 1.285

Consolidated figures in Reais in Dollars in Euros

Net sales (mn) 2.931 937 795

EBITDA 591 369 385

EBITDA mg. 20,2% 39,3% 48,4%

Net income (11) 99 (4)
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Black membership penetration per Gym
at maturity
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Source: XP Research.
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SMFT to keep growing at healthy ROIC levels

A profitable business model

Capex efficiency in focus. After a challenging time during the pandemic, with almost no revenues and increased construction costs, SMFT has

done an extensive work on cost and Capex optimization, which should be an ongoing exercise. In this sense, the company is working together

with Movement, one of its key equipment suppliers, to build an exclusive line of weight-lifting equipment for Smart, with a more appealing

cost/benefit. As a reference, US' Planet Fitness have done a similar move and today they already have their own planet fitness-branded cardio,

circuit and weight-training equipment, that has proved to be successful. We ran a sensitivity analysis to estimate the potential impact on the

gym’s ROIC for different levels of Capex savings resulting from such partnership with Movement and note that for each 10p.p. savings, ROIC

increases by ~40bps (see Table 8).

Store layout adjusted to reflect workout trends. SMFT is adjusting its store layout to reduce cardio space and increase weight-lifting to improve

gyms’ value proposition amid consumers’ higher interest for weight training. This is also aligned with Capex optimization as weight equipment is

cheaper while also having a greater life usage. As a reference, SMFT gym’s average area is currently around 1.2k sqm, out of which 200 sqm is

dedicated to cardio, 700 sqm to weight-lifting and 100 sqm to group activities, such as dance (and operational areas occupying the remaining

space). This layout (Figure 1) implies on a capex/sqm of ~R$4.2k/sqm, being R$6k/sqm of cardio and R$1.1k/sqm of weight-lifting and, thus, for

each 50 sqm of cardio shift into weight-lifting, Capex declines by ~5% (Table 9).

Table 8: SMFT’s 4-Wall ROIC @ 5th year (BZ)

Figure 2: SMFT’s gym layout Table 9: SMFT’s 4-Wall ROIC @ 5th year (BZ)

Cardio space: 
~200sqm

Group 
activities: 
~100sqm

Weight-lifting 
space: 

~700sqm
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Source: IBGE, SmartFit, Velocity and XP Research. 
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Studios as a growth optionality

Hidden gems

Positioning for an upcoming trend. SMFT currently operates through three key models: (i) HVLP through the Smartfit brand; (ii) Premium

gyms through BioRitmo; and (iii) Niched Studios, through five brands: Race Bootcamp (high intensity aerobic trainings), Vidya (Yoga

classes), TORQ (biking classes where members battle each other), Tonus Gym (muscle) and Jab House (boxing classes), located inside

malls, streets or inside BioRitmo’s gyms and totaling 15 units. Pricing-wise, single classes start from R$35.0, while a multi-club offering

is still being pivoted.

Estimating the long-term expansion potential in Brazil. Given the still early stages of the business model in the country, a precise estimate

of the expansion potential is difficult to calculate. We, thus, looked at Velocity’s footprint as a benchmark, as the company is the largest

indoor biking studio chain in Brazil with 49 units. The main driver behind the decision to open a studio is purchasing power (GDP per

capita), once Velocity operates in cities with population as low as 77k people (Vinhedo) while its footprint’s average GDP/capita is R$60k

(vs. SMFT’s R$46k). Conducting a similar analysis to the one on Smartfit’s potential (pgs. 12-13), we concluded that there is a potential

of up to ~250 Studios in the country, based on Velocity’s metrics as minimum thresholds.

Too early to price in but an optionality to consider. Despite the proven high-growth potential for the model, we believe it is still too early to

embed it in our model, given the still low visibility on its LT potential while its addressable market is more limited vs. the HVLP model.

However, we believe this could turn out to be an interesting growth optionality with a resilient target audience and a potential lever for

TotalPass penetration.

Figure 3: SmartFit’s studio portfolio

Chart 28: Footprint of Velocity biking studios (# of units per state)

Table 10: Footprint of Velocity indoor biking studios
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Price R$ 119,90 R$ 119,90 R$ 129,90

Cost per member* R$ 35,00 R$ 23,00 n.m

Plan Silver TP 2 Black

# of gyms/studios 18000+ 7700+ 1200+

Other features
Access to 34 wellness 

apps

Access to all Smartfit units + 
SmartFit coach, Queima Diária, 

Zen App

Access to all SmartFit 
units

Chains included
Bodytech, BlueFit, Peralta 

Fitness and others
Peralta Fitness, AMS Xperience, 

VOLL Pilates and others
SmartFit

Source: Companies and XP Research. *Price based for a 100 employees company. 

August 17, 2023

TotalPass could become a sales and profitability lever

Hidden gems

CADE settlement in 2022 as a game changer. Up until 2021, Gympass had unlimited exclusivity

agreements with gym operators, benefiting from its large scale and creating an entry or expansion

barrier to competitors. However, following a CADE (Brazilian Antitrust Chamber) settlement in

2022, those agreements are now limited to i) 20% of the company’s gym base in each city; ii) must

be tied to investments; and iii) should not exceed 2 years. This decision fostered competition in

the space, benefiting SMFT’s TotalPass offering, which according to local news (link), tripled the

number of partner gyms to 8k and doubled the number of registered corporate clients since then.

Another growth optionality to consider. As in the case of the studios, we also find it hard to price in

the TotalPass’ optionality into our model. Nonetheless, we believe there is room for it to be a

growth and profitability lever for SMFT as: i) SMFT’s increased capillarity coupled with Studios’

rollout strengthen TotalPass value proposition through higher convenience and a greater

modalities and models’ assortment; and ii) TotalPass’s pricing is cheaper than Gympass for

companies, which could favor its adoption. Moreover, since its cost structure is mostly fixed, its

growth should have a strong contribution to margins.

Gympass could be a stumbling block. Although we see a lot of potential for TotalPass, we also

note that Gympass is a risk for SMFT through two venues: i) it could provide some relief to smaller

/ less capitalized players that do not have a sound value proposition; and ii) Gympass currently

offers a much wider range of gyms/studios and apps at the same price for final consumers, which

may be more appealing to consumers vs. TotalPass.

Table 11: Comparission of Gympass, TotalPass and Smartfit plans

Figure 4: Available gym clubs/studios (Gympass vs. TotalPass) at the same price level/month at a 
neighborhood cluster in SP

https://neofeed.com.br/negocios/totalpass-da-smart-fit-ganha-musculatura-para-desafiar-a-gympass/
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Initiating with a Buy; YE24 TP of R$28.0/sh

SmartFit (SMFT3): Not a Fake Natty

Initiating SMFT at a Buy. We are initiating coverage of SmartFit, with a Buy rating and an YE24 TP of R$28.0/sh, implying a 32% upside potential to current prices. Our target is based on a 10-year DCF (FCFF)

valuation approach with our main assumptions being: (i) 6.0% long-term growth rate, (ii) 13.7% cost of capital (WACC) and (iii) ~38.5% long-term EBITDA margin (ex-IFRS). As a reference, our target multiple

implies a forward EV/EBITDA of 9.0x, fairly in-line with current levels (of 8.7x EV/EBITDA 2023e) and a 20% discount to global peers’ average (of 10x EV/EBITDA 2024e).

A lot of growth yet to be delivered. We assume SMFT to roughly double its footprint in the next 5 years, with the expansion being driven mostly by own stores (80% of openings) and Brazil still leading the way

(40%), followed by Mexico (34%). In terms of growth dynamics, we expect a top line CAGR in 2022-27e of +22% but with EBITDA CAGR stronger at +36% on the back of stores’ maturation process. If we look

2023 beyond, given 2022 is still a pressured comp base, a more normalized top line CAGR should be around mid teens, while EBITDA should grow closer to ~20% and net income to ~30%, benefited by

deleveraging.

Discounted to peers with a stronger growth profile. We see SMFT’s valuation as appealing, with the stock trading at ~8x EV/EBITDA 2024e, which is a 20% discount to global peers despite its stronger growth

profile while also counting with a higher ROIC 4-wall for mature stores (at 52%) when compared to its peers (at ~40%). We note that looking at P/E may be misleading, as SMFT’s short-term bottom line

should be pressured by the company’s strong expansion plan, with its PEG ratio at 0.5x.

Table 12: CAPM Assumptions Table 13: DCF Model

WACC

Risk Free Rate 3,9%

Country Risk 2,8%

Equity Risk Premium 5,7%

Levered Beta 1,1

Inflation Differential 2,0%

Cost of Equity 15,0%

Debt Rate 10,1%

Tax Rate 34,0%

After Tax Debt Rate 6,7%

Target Capital Structure 14,8%

WACC 13,7%

Discounted Cash Flow (R$mn) 2023e 2024e 2025e 2026e 2027e

EBIT 875 879 1.071 1.396 1.785

(-) Taxes (144) (209) (255) (332) (587)

(+) D&A 651 752 852 926 991

(+/-) Working Capital Change (28) (65) (49) (87) (98)

(-) Capex (1.254) (1.231) (1.147) (1.240) (1.337)

Free cash flow firm 99 126 471 663 754



21EQUITY RESEARCH

Brazil Retail

Source: XP Research.
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XP Estimates – Operational Metrics

SmartFit (SMFT3): Not a Fake Natty

Operating Metrics 2018 2019 2020 2021 2022 2023e 2024e 2025e

Stores

Country 637 834 911 1.077 1.236 1.428 1.618 1.808

Brazil 407 498 539 615 648 725 800 875

Mexico 121 162 182 201 254 319 384 449

Others LatAm 109 174 190 261 334 384 434 484

Profile 637 834 911 1.077 1.236 1.428 1.618 1.808

Own Stores 509 652 715 846 980 1.133 1.283 1.433

Franchises 128 182 196 231 256 295 335 375

Key Financials Breakdown (R$mn) 2018 2019 2020 2021 2022 2023e 2024e 2025e

Net Sales 1.452 1.984 1.256 1.707 2.931 4.251 5.048 5.860

Brazil 908 1.150 755 944 1.513 2.037 2.408 2.756

Mexico 296 421 292 349 635 977 1.164 1.384

Others LatAm 248 414 210 413 782 1.237 1.476 1.720

Gross margin 47,1% 47,9% 34,1% 30,3% 41,7% 49,9% 49,6% 49,5%

Brazil 44,5% 45,1% 34,2% 25,8% 37,6% 49,0% 49,4% 49,1%

Mexico 50,7% 52,2% 36,1% 30,4% 39,5% 43,7% 41,9% 41,6%

Others LatAm 52,0% 51,3% 30,9% 40,4% 51,6% 56,3% 56,2% 56,4%

EBITDA (ex-IFRS) 580 797 295 330 931 1.787 2.109 2.440

Brazil 337 424 166 107 372 810 967 1.102

Mexico 127 185 77 81 201 335 378 444

Others LatAm 116 189 52 143 358 642 765 895

EBITDA Mg. (ex-IFRS) 39,9% 40,2% 23,5% 19,4% 31,8% 42,0% 41,8% 41,6%

Brazil 37,2% 36,9% 22,0% 11,3% 24,6% 39,7% 40,1% 40,0%

Mexico 42,9% 44,0% 26,4% 23,2% 31,7% 34,2% 32,5% 32,1%

Others LatAm 46,6% 45,6% 24,8% 34,5% 45,7% 51,9% 51,8% 52,0%
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Chart 29: 2023e XP vs. Consensus

Chart 30: 2024e XP vs. Consensus

Chart 31: 2025e XP vs. Consensus

XP Estimates – Consolidated Financials

Consolidated Financials (R$mn) 2018 2019 2020 2021 2022 2023e 2024e 2025e

Net Sales 1.452 1.984 1.256 1.707 2.931 4.251 5.048 5.860

Gross Profit 683 951 428 516 1.223 2.121 2.506 2.899

Gross mg 47,1% 47,9% 34,1% 30,3% 41,7% 49,9% 49,6% 49,5%

EBIT 216 245 (302) (386) 95 873 870 1.056

EBIT margin 14,9% 12,3% -24,0% -22,6% 3,3% 20,5% 17,2% 18,0%

Adj. EBITDA 412 551 54 47 591 1.352 1.624 1.908

EBITDA mg 28,4% 27,8% 4,3% 2,8% 20,2% 31,8% 32,2% 32,6%

Net Financial Results (121) (215) (221) (178) (109) (171) (236) (93)

Income Taxes (27) (41) 51 22 (4) (117) (153) (231)

Adj. Net Income (ex-IFRS) 80 (13) (487) (558) (11) 415 489 740

Net mg 5,5% -0,6% -38,8% -32,7% -0,4% 9,8% 9,7% 12,6%

Balance Sheet (R$mn)

Total Gross Debt 1.809 2.207 2.616 3.590 3.420 3.274 3.274 3.274

Cash & Equivalents 667 1.351 1.020 3.720 2.923 2.399 2.353 2.747

Net (debt) / cash 1.142 855 1.596 (129) 497 875 921 528

Net (debt) / EBITDA 0,0x 1,6x 29,7x (2,7x) 0,8x 0,6x 0,6x 0,3x

Return / Yield Metrics

ROIC n.m. n.m. 2,2% 9,4% 8,1% 9,9%

ROE n.m. n.m. n.m. 12,3% 9,2% 12,3%

FCF Yield 0,8% 1,0% 3,7%

Valuation Metrics

EV/EBITDA 8,7x 8,2x 6,8x

P/E 29,9x 25,4x 16,8x

PEG ratio 1,7x 0,5x 0,5x

4.251

1.352
415

4.188

1.310
358

Net Sales EBITDA Net Income

XPe Consensus

5.048

1.624
489

5.206

1.667
546

Net Sales EBITDA Net Income

XPe Consensus

5.860

1.908
740

6.187

2.029
747

Net Sales EBITDA Net Income

XPe Consensus
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Source: LSEG Refinitiv and XP Research.

August 17, 2023Valuation Comps

Table 14: Gym’s Global valuation comps

Companies Current Rating Market Cap ADTV EV/EBITDA P/E PEG Gross Margin EBITDA mg Revenue CAGR EBITDA CAGR
Net Income 

CAGR

Price ($ mi) ($ mi) 2023 2024 2023 2024 2024 2023 2023e 2022-2025 2022-2025 2022-2025

Brazil

SmartFit 21,2 Buy 2.574 9,0 8,7x 8,2x 29,9x 25,4x 0,5x 50% 36% 26% 48% 34%

Lojas Renner 17,5 Buy 3.378 94,7 12,4x 10,7x 12,5x 9,3x 0,4x 61% 20% 13% 23% 20%

C&A 6,4 Neutral 397 5,2 3,5x 3,0x n.m. 76,1x 0,8x 50% 14% 7% 11% n.m.

Grupo Soma 8,8 Buy 1.381 23,5 7,4x 5,1x 13,8x 8,5x 0,3x 58% 16% 14% 26% 40%

Vivara 29,7 Buy 1.406 15,9 12,4x 10,7x 18,0x 17,4x 0,4x 69% 26% 15% 22% 17%

Alpargatas 9,5 Neutral 1.321 12,3 34,9x 5,4x n.m. 23,3x 0,4x 41% 3% 6% 7% 35%

Arezzo & Co. 81,2 Buy 1.806 23,7 10,9x 8,6x 20,0x 15,1x 0,6x 54% 16% 14% 19% 19%

Grupo SBF 9,3 Buy 455 9,3 3,3x 2,7x 10,6x 6,0x 0,2x 48% 14% 15% 29% 46%

Track&Field 13,8 Neutral 199 0,4 11,8x 9,8x 20,5x 17,3x 0,9x 57% 26% 15% 17% 17%

Vulcabras 21,6 Buy 1.066 2,3 8,8x 7,2x 11,6x 9,5x 0,4x 38% 20% 15% 20% 16%

Total Average Brazil 11,4x 7,1x 17,1x 20,8x 0,5x 54% 19% 15% 25% 25%

Global Gyms

Planet Fitness 60,6 N/C 5.340 99,3 16,3x 14,3x 27,8x 23,5x 1,3x 59% 41% 11% 14% 18%

Xponential 22,4 N/C 1.121 14,1 14,1x 10,8x 43,9x 17,2x 0,2x 76% 35% 17% 30% 107%

Basic Fit 28,8 N/C 2.073 4,4 10,0x 7,8x 41,7x 22,0x 0,3x 97% 40% 20% 25% 76%

GYM Group PLC 115,4 N/C 262 0,2 8,6x 7,9x N.A. N.A. N.A. 99% 36% 8% 10% N.A

Total Average Global 12,2x 10,2x 37,8x 20,9x 0,6x 83% 38% 14% 19% 67%

Total Average 13,1x 9,7x 22,2x 18,8x 0,6x 61% 28% 15% 22% 32%
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Source: ACAD Brasil, Companies and XP Research. 

August 17, 2023

Tax Reform, Execution, Macro and Capex dynamics

Addressing Key Risks

Tax reform could lead to an increased tax burden. In July, the Lower house approved its version of the Brazilian Tax Reform (read more at our Tax Novel series here), with the main highlights being: i) the

implementation of a dual VAT, creating a CBS (substituting IPI, PIS and COFINS), to be managed by the Federal Government, and another called IBS (substituting ICMS and ISS), to be managed between States

and Municipalities; ii) gradual transition period until 2033; and iii) Final IVA rate still undefined but likely above 25%. Currently, most Brazilian gyms operate in tax regimes defined under the Real / Presumed

Profit Regimes, which are subject to reduced rates for PIS/COFINS (3.65%) and ISS (ranging from 2% to 5%), and, thus, count with a consolidated tax burden of 12-19%, which compares to at least 25% once

the Tax Reform is fully implemented, according to the sector’s association (ACAD Brasil). However, the reform will also enable companies to credit costs that they couldn’t before, such as marketing and

occupancy costs, which could help then mitigate a higher tax burden, though the informal market could also increase.

Our view: SMFT should have access to more credits when compared to its competitors given its strong expansion pace and, thus, should be better positioned to curb or mitigate this effect than its peers.

Execution risk. Since SMFT’s key investment pillar is its strong expansion plan (of ~190 gyms/year), leading the company’s footprint to almost double by 2027e, execution is key for it to be successful. In this

sense, if the company is not able to (i) choose good locations; (ii) adjust its value proposition to consumer trends; and (iii) shield its ROIC, this could compromise the value to be unlocked by the case.

Our view: The company has been delivering a sound execution track record, more than doubling its footprint in 2017-22 even amid Covid, with seasoned executives with a long history in the company (C-level with

10+ years) running the business. As a result, SMFT has been the consolidated fitness market leader in LatAm, with a strong gap to #2. Moreover, we believe that the company’s franchise strategy is used to

mitigate this risk when entering new markets through local partnerships.

Maintenance Capex could increase in the mid-term. Gym equipment’s life usage ranges between 5-10 years, with cardio at the low of the range and weight-lifting at the top, and, thus, we still haven’t seen a

renewal cycle for the company, which could pressure maintenance Capex in the long-term.

Our view: In our model, we assume a maintenance Capex at ~8%/year of mature stores’ sales once they mature (Year 3), which accumulates roughly R$2mn by the 10th year. This is equivalent to a gym’s

equipment capex once its opened and, thus, we believe to already reflect this risk in our numbers.

Deteriorated macro could be headwind to growth. If we see macro dynamics deteriorating or keeping more pressured for longer, this could compromise consumers’ disposable income, potentially

compromising SMFT’s future growth / profitability, either through a lower number of consumers per gym or through a higher difficulty to pass inflation into subscription plans.

Our view: We believe that Health & Wellness gained more relevance in consumers’ mindset, potentially becoming less discretionary vs. other categories. Nonetheless, we don’t see the segment as shielded from a

more pressured purchasing power as there are cheaper (or free) work out alternatives (e.g. running in the park).

https://researchxp1.s3.sa-east-1.amazonaws.com/XP+Retail+-+Tax+Handbook.pdf
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Stock debut in 2021 accounts for disclosure gaps, despite clear progress in ESG-backed performance 

ESG: The secret of getting ahead is getting started

Source: Company data and XP Research. ¹According to the Brazilian Institute of Geography and Statistics (IBGE); ²Client data from 31St March 2023.

August 17, 2023

(E) Less carbon-intensive business vs. others, with room for enhancing (E)-related data. Despite being less material due to a smaller carbon footprint vs. other industries, we

highlight the importance to deploy water optimization and energy-efficiency solutions, to which we back: (i) the adoption of eco-friendly technology, including shower and

locker room sinks timer with auto shut-off option that reduces water consumption; (ii) the use of energy-efficient LED lights in owned stores; and (iii) the expansion of clean

energy use across units in Brazil. However, we missed higher disclosure on initiatives’ outcomes, as well as broader metrics to measure their (E)-backed performance.

(S) Affordable service business-line linked to health and wellness promotion. SmartFit has operations in 14 countries, a total workforce of ~13K and ~4.2M client membership.

Thus, we note that the company showed little disclosure on (i) attraction and retention policies; (ii) diversity, equity, and inclusion roadmap; and (iii) data privacy and security

policies, which we look forward to seeing more details ahead. On a positive note, we believe the company is instrumental to expanding access to fitness activity, which can

bring benefits to overall population health, mainly driven by their affordable monthly membership rates vs. other fitness facilities in Brazil and wide national footprint.

(G) Skilled management with broad experience; Ongoing progress, despite recent IPO. After raising R$2.3bn in their IPO on B3 stock exchange in July 2021, SMFT3 listed

shares on B3 Novo Mercado, the highest standard for corporate governance. Regarding the company’s controlling shareholders, Corona family holds 15% stake, while Patria

Investimentos 33%, though we note that Patria’s participation is through two Private Equity (PE) funds, which can drive both risks and opportunities for the stock. Additionally,

we highlight that SmartFit features a strong and skilled management staff, with extensive experience in the financial market, backed by a present and highly engaged founder

and CEO executive, Edgar Corona, on the helm of the organization for the past 11 years. On Board of Directors, we note that it is composed of 8 members, of which only 2 are

independent ones (25%), while only one is female (12%), lacking both independent majority and gender diversity.

Company Ticker Listed company? Novo Mercado? Sustainability  Report? Materiality Matrix? % of women (BoD) % of women (C-Level) % independent members (BoD) ESG MSCI Rating¹

SmartFit SMFT3 12% 16% 25% CCC B BB BBB A AA AAA

Despite SmartFit’s recent IPO (Jul/21), we recognize the efforts to improve its ESG performance and advance the disclosure and transparency. In the (E) pillar, despite being

less material, we welcome the company’s water optimization strategies, coupled with energy-efficiency initiatives, though we underline room for embrace further solutions,

while in the (S) front, as a service business related to health and wellness’ promotion, we highlight its commitment to expand access to fitness activity, mainly driven by their

affordable monthly membership rates vs. peers, coupled with a national footprint and units spread across all Brazilian states. Finally, in (G), SmartFit has it shares listed on

B3 Novo Mercado, with the Corona family and Patria Investimentos as controlling shareholders, while we see room for improvement in gender diversity at leadership level.

ESG

Marcella Ungaretti

Luiza Aguiar
ESG

luiza.aguiar@xpi.com.br

marcella.ungaretti@xpi.com.br

Retail

Danniela Eiger

danniela.eiger@xpi.com.br

Thiago Suedt
Retail

thiago.suedt@xpi.com.br

Gustavo Senday
Retail

gustavo.senday@xpi.com.br
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(E) Less carbon-intensive business vs. others, with room for enhancing (E)-related data

Water stress. To reduce the environmental footprint in gyms, water management is a critical part of a robust strategy. When it comes to SmartFit, the use of showers in locker rooms, sinks, toilets and

drinking fountains in their 1.231 fitness units respond to a large part of water consumption – as a reference, according to data from the University of Minnesota, fitness facilities worldwide consume

thousands of gallons of water per month to fill pools, cleaning, heating, air conditioning, toilets, showers and water fountains during opening hours. While we positively note that the company adopted eco-

friendly technology, including shower and locker room sinks timer with auto shut-off option that reduces water consumption, we missed higher disclosure on the outcomes from such initiatives, in addition to

the adoption of broader optimization strategies.

Energy & carbon emissions. Despite being traditionally less carbon-intensive vs. other industries, we welcome SmartFit’s adoption of energy-efficiency measures to integrate sustainability into the business

strategy, including: (i) the use of energy-efficient LED lights in owned stores; (ii) setting forward a call for proposals to hire clean energy generation projects to expand its use across units in Brazil, with 122

gyms in the country already powered by solar energy since 2020; (iii) the partnership with Raízen, established in 2022, to secure clean energy generation and commercialization for the next 5 years, which will

lessen SmartFit’s carbon footprint in ~370 tons of CO2 per year, resulting in an annual reduction of ~R$1.5mn in electricity-related costs. Nonetheless, we would have welcomed further disclosure on overall

(E)-backed data, which, in our view, is likely to improve with the launch of its sustainability report (expected by year-end), including (i) carbon footprint; and (ii) total energy use across all fitness units.

ESG: The secret of getting ahead is getting started

Source: Company data and XP Research. ¹According to the Brazilian Institute of Geography and Statistics (IBGE); ²the largest communication channel in Brazil between consumers and companies, with over 6K people carrying out 
daily searches about businesses prior to hiring a service online; ³Client data from 31St March 2023.

August 17, 2023

Labor management. SmartFit has operations in 14 countries and a total workforce of ~13K, with ~45% located in Brazil (~6K), with SmartFit’s CEO, Edgar Corona, being vocal on building an inclusive culture

and workforce environment, as mentioned in our podcast CEO Expert Talks (watch here); however, it’s worth mentioning that the company showed little disclosure on (i) attraction and retention policies; and

(ii) diversity, equity, and inclusion roadmap, which we look forward to seeing more details ahead.

Product Safety & Quality. As a service business, consumer satisfaction is key. Thus, we note SmartFit’s progress in their ReclameAqui² score, reaching 7.7 (out of 10) between Feb-Jul/23, vs. 6.1 in 2021.

Access to fitness. According to the World Health Organization (WHO), regular physical activity is proven to prevent and manage several diseases such as heart disease, stroke, diabetes, and several cancers;

thus, being an important aspect of health and wellbeing. Consequently, expanding access to fitness activity can bring benefits to overall health of the population. Regarding SmartFit’s efforts to embrace and

boost population’s access to fitness, we highlight: (i) affordable monthly membership rates vs. other fitness facilities in Brazil, ranging from R$89.90-R$129.90, and counting with aggressive frequent

promotions; and (ii) 634 fitness facilities across all 27 Brazilian states, having a considerably large national footprint (please refer to pg. 12 for further details).

Data security & privacy. SmartFit has a large data base of 4.2 million members³, which coupled with the strengthening in privacy regulations, such as the General Data Protection Law (LGPD, in Portuguese),

means a need for the company to have better practices in place to protect customers’ privacy and safeguard sensitive data. Thus, we missed disclosure on data management processes and overall security

ecosystem to guarantee a responsible data use. Despite complying with LGPD, we note the importance of showcasing transparency efforts on the data collected from customers, including guidelines on how

to use and share data.

(S) Affordable service business-line linked to health and wellness promotion

https://www.youtube.com/watch?v=qFH0dHtLJ4M
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(G) Skilled management with broad experience; Ongoing progress, despite recent IPO

SmartFit raised R$2.3bn in their IPO on B3 stock exchange in July 2021, with shares listed on Novo Mercado, the highest corporate governance standards. Regarding the company’s controlling shareholders,

Corona family holds 15% stake, while Patria Investimentos 33% (Figure 5), though we note that Patria’s participation is through two Private Equity (PE) funds¹, that besides providing capital, they can build

ongoing engagements to exchange experience backed by shared values to improve operational performance of the investee companies, which we welcome. However, both PE funds have a finite-life, being

required to liquidate investments after holding them for a certain period. When it comes to SmartFit, Patria has been a shareholder of the company since 2010, but its two PE funds were announced in 2019,

with an exit rate in 2027, though they can request an extension to 2029, which can become a potential overhang for the company’s shares.

On the positive side, in our view, maintaining strong corporate governance practices are essential to fulfilling the company’s business strategy and creating long-term sustainable value. In SmartFit’s case, we

highlight a strong and skilled management staff, with extensive experience in the financial market, with many executives holding previous strategic positions at Patria, backed by a present and highly engaged

founder and CEO executive, Edgar Corona, on the helm of the organization for the past 11 years.

On Board of Directors, we note that it is composed of 8 members, of which only 2 are independent ones (25%), while only one is female (12%), lacking both independent majority and gender diversity. Finally, it’s

worth mentioning that both the Board Chairman and the CEO are representatives of the controlling family, which can, in some cases, pose risks to management oversight.

Finally, in terms of disclosure and transparency, we see SmartFit strengthening efforts to improve availability of data and communication with the market, backed by (i) the company developing their first-ever

Sustainability Report 2022 edition, likely to be launched at the 4Q23; (ii) a more detailed corporate presentation published in May/23 vs. the same period in 2022; and (iii) building a dedicated ESG team to ramp

up efforts and initiatives.

ESG: The secret of getting ahead is getting started

Source: Company data and XP Research. ¹Patria Private Equity Co-Investimento Smartfit – FIP/ Pátria Private Equity Co-Investimento Smartfit Partners Fund – FIP; ²Novastar Investment.

August 17, 2023

Figure 5: Ownership Structure
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Management and Board of Directors

ESG: The secret of getting ahead is getting started

Source: Company data and XP Research. 

August 17, 2023

Name Position Brief bio

Edgar Gomes 
Corona

Chief Executive 
Officer

Edgar Corona, chemical engineer, founding partner and
CEO of SmartFit, has over 30 years of experience in the
fitness industry, and received the EY Entrepreneur of
the Year Award in Brazil in 2016.

Thiago Borges
Chief Financial 

Officer

Current CFO and DRI of SmartFit, Thiago joined the
company in 2017. From 2009 to 2017, Thiago held the
position of CFO and DRI of Arezzo & Co. Thiago worked
for five years at Braskem, in different strategic areas.

André Pezeta
Head of LatAm and 

Business 
Development

Mr. Pezeta has been the Head of SmartFit’s
International Operations for 8 years. Prior to this role,
he was the CEO and CFO of SmartFit Mexico and the
officer in charge of the expansion of SmartFit in Brazil.
Before joining SmartFit, Mr. Pezeta was Director for
Pátria.

Diogo Corona 
Chief Operating 

Officer

Responsible for SmartFit’s business in Brazil since
2010. Before that, he worked as an analyst at Itaú
Unibanco. Prior to being elected as Chief Operating
Officer, Mr. Diogo was responsible for the financial
planning and pricing of the products. Currently, he is
also a director at the company’s main subsidiaries.

Juana Melo 
Pimentel

General Counsel

Ms. Juana Pimentel is the General Counsel for
SmarFit’s LatAm operations since March 2020. Prior to
joining the group, she worked as General Counsel for
CVC Corporation from 2018 to 2020 and for Grupo
Bandeirantes Comunicação for 6 years.

Alexandre 
Gregianin

Chief Technology 
Officer

Mr. Gregianin has been with SmartFit since 2009,
holding the position of CTO since 2017. Prior to that, he
worked as the software development manager for the
group, and before joining SmartFit, he worked as the
head of software for several Brazilian startup-ups.

Name Position Brief bio

Daniel Rizardi
Sorrentino

Chairman

Daniel Sorrentino is a Managing Partner & Brazil’s Country Manager,
responsible for managing the Brazilian office, BRL demoninated
products and strategies. Mr. Sorrentino was the Chief of Portfolio
Management of the PE Group since 2017.

Luis Felipe Françoso
Pereira da Cruz

Board member

Mr. Luis Felipe is Partner and Head of New Business at Private Equity
Brazil. He joined Patria in 2010 and became partner in 2019. He started
his career as a member of Anhanguera’s M&A’s team, becoming
Microlins’ Business Development Director until its divestment in 2010.

Soraya Teixeira Lopes 
Corona

Board member

Soraya is founding partner and executive director of the SmartFit
Group. Before joining SmartFit, Soraya worked in journalism at Rede
Globo TV branch in Campinas and was owner of a relevant press
advisory agency.

Edgar Gomes Corona Board member
Edgar Corona, chemical engineer, founding partner and CEO of
SmartFit, has over 30 years of experience in the fitness industry, and
received the EY Entrepreneur of the Year Award in Brazil in 2016.

Diogo Corona Board member

Responsible for SmartFit’s business in Brazil since 2010. Before that, he
worked as an analyst at Itaú Unibanco. Prior to being elected as Chief
Operating Officer, Mr. Diogo was responsible for the financial planning
and pricing of the products. Currently, he is also a director at the
company’s main subsidiaries.

Leonardo Lujan
Gonzalez

Board member

Mr. Leonardo is a Director of Patria Investments, working in the Private
Equity area since 2014, developing new theses and leading transaction
in several sectors. Since 2015, it has helped SmartFit in its inorganic
and international expansion efforts. Previously, he worked in the
Investment Banking area of the bank Credit Suisse, working on IPOs
and M&As. He began his career in Equity Research at Barclays.

Wolfgang Stephan 
Schwerdtle

Independent Board 
member

He joined GIC in 2009 in London. In 2011, he joined the team of the GIC
office in New York and, in 2014, moved to São Paulo to open the GIC
office in Brazil and take over as Head of the Brazilian office. Prior to
joining GIC, Wolfgang worked in private equity at Cambridge Capital and
Madison Dearborn Partners, as well as in investment banking at
Goldman Sachs.

Ricardo Lerner Castro
Independent Board 

member

Mr. Ricardo Castro is Head of CPPIB South America. Prior to joining
CPPIB in 2018, Ricardo was a director at Lone Star Funds. Ricardo also
served as Vice President of TPG Capital and was an associate at J.P.
Morgan.

Table 15: Board of Executive Officers Table 16: Board of Directors
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Chart 33:  ESG MSCI Rating – Scores

Chart 34: MSCI Rating – Weights 

Chart 32: MSCI Ratings Distribution – Hotels & Travel

Source: Company data, MSCI, XP Research. 

August 17, 2023

Environmental Pillar Score Social Pillar Score Governance Pillar Score

MSCI ESG Ratings: Smartfit has a BB rating by MSCI ESG Ratings. On a global perspective, the BB rating places SMFT3 among the 27% companies with this rating under MSCI ACWI Index constituents within

Hotels & Travel (26 companies).

4.6 4.2 4.2

Weighted-Average Key Issue Score = 4.3

Industry-Adjusted Issue Score = 3.9

CCC B BB BBB A AA AAA

MSCI ESG Ratings

ESG: The secret of getting ahead is getting started
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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 securities 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 securities analyst and XP Investimentos’ analyst of securities conduct policy.
7. Customer service is carried out by XP Investimentos employees or by autonomous investment agents who perform their activities through XP, in accordance with CVM Resolution 16/2021, which are registered in the national

association of brokers and distributors of securities (“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. For the purpose of verifying the adequacy of the investor's profile to the investment services and products offered by XP Investimentos, we use the methodology of adequacy of products by portfolio, in accordance with the
ANBIMA Rules and Procedures of Suitability No. 01 and the ANBIMA Code of Regulation and Best Practices for Distribution of Investment Products. This methodology consists of assigning a maximum risk score for each
investor profile (conservative, moderate and aggressive), as well as a risk score for each of the products offered by XP Investimentos, so that all customers can have access to all products, provided that within the amounts
and limits of the risk score defined for their profile. Before applying to the products and/or contracting the services subject to this material, it is important that you verify that your current risk score includes the application in
the products and/or the contracting of the services in question, as well as whether there are limitations of volume, concentration and/or quantity for the desired application. You can consult this information directly at the time
of transmission of your order or by consulting the overall risk of your wallet on the portfolio screen (Risk View).f your current risk score does not support the desired application/contract, or if there are limitations in relation to
the amount and/or financial volume for said application/contracting, this means that, based on the current composition of your portfolio, this application/contract is not appropriate to your profile. If you have questions about
the process of suiting the products offered by XP Investimentos to your investor profile, please refer to the FAQ. Market conditions, climate change and the macroeconomic scenario can affect investment performance.

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 localities: 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. 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 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 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. 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. Commodities 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. Securities 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.
21. XP Investimentos (a) managed or co-managed a public offering of securities for the subject company in the past 12 months, or (b) received compensation for investment banking services from the subject company in the past

12 months; or (c) expects to receive or intends to seek compensation for investment banking services from the subject company in the next 3 months.

August 17, 2023
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