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Summary:  Brazilian airline, Gol’s 1Q20 results were better than anticipated and, alongside management’s 
2Q20 outlook, continue to support our view that airline operators with higher margins and liquidity, lower 
leverage and lower international exposure will fare better through the COVID-19 crisis.  Adj. EBITDA margins 
(excl. Sale and Leaseback and Max compensation) remained strong at 20% despite softer top-line results.  
Liquidity remained robust at 24% of LTM revenues with LTM net leverage of 2.6x.  We continue to emphasize 
the importance of Gol’s structural advantages, relying heavily on domestic flights operated under a uniform 
fleet structure.   
 
Gol management is guiding to 6% EBITDA margins in 2Q20 on 80% lower capacity, opex cost cuts and a 
70% y/y reduction revenues to US$166 mm (based on BRL spot 5/4/20).  This, alongside securing 4-6 
month lease deferrals, and reduction of capex to ~US$100 mm for the remainder of the year, should help 
to preserve liquidity.  The company reported cash burn of ~US$6 mm/day at end-March, and expects this 
number will fall to under US$2 mm/day for the remainder of the 2020 “assuming there is no improvement 
in current market conditions.”  Available liquidity was reported by the company at almost US$1.5 bn, 
including US$545 mm in cash, US$225 mm in LT and ST receivables, ~US$305 mm in security deposits, 
maintenance reserves and prepaid expenses, and an estimated US$270 mm in additional liquidity that 
could be raised via the pledge of unencumbered assets (Co. Est. Value US$545 mm) against lines of credit.   
 
Terms for the BNDES led financing (loans + warrants) are expected to be defined by May 15th 2020.  Gol 
continues to emphasize its commitment to shareholders, and sees the potentially dilutive BNDES loan as a 
backstop to internal liquidity and private sector financing options.  Nevertheless, the ability to draw on 
additional financing given the uncertainty of the recovery timeline would be a welcome development. 
 
We believe travel will eventually recover, likely in line with more broadly available testing.  Admittedly 2021 
is unlikely to look like 2019 or pre crisis expectations for 2020.  But we think 2018, when the truckers 
strike coincided with unusually strong crude and weak BRL, is a valid example of weak profitability.  We see 
Gol’s pro-forma balance sheet, reflecting deferred lease liabilities, as 4.7x net levered vs 2018 results, 
manageable in the context of an expected turnaround in demand.  Finally, with 1/3 of fleet on shorter term 
leases, Gol is well positioned for the consensus expectation that the travel market will be smaller for longer.  
Thus, with a clearer path ahead we once again upgrade the GOLLBZ 3.75% 24 converts to “Positive” as 
part of our High Octane List, which at 42c continue to trade wider than the pari passu GOLLBZ 25s, offering 
a free option on Gol equity trading below the bond floor. 
 

      Amt Out (US$ MM) M/SP/F Mid Price Mid YTM 
GOLLBZ 7.00% 1/31/2025 650  -/ B-/ B 46.0  28.5% 
GOLLBZ 8.75% Perp 154  B2/ -/ B 44.5  20.1% 
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GOLLBZ 3.75% 7/16/2024 425 41.9 28.4% 39.6% 3.5% 51.1% 20.25 $3.74 Positive (HO) 

* Source: Equity information sourced from Bloomberg. Convertible pricing as of May 11th 2020. 
 
UPDATED 2020 Estimates for Gol: 
We are updating our 2020 estimates for Gol (originally published as our COVID-19 Stress Test) to reflect 
recent results and management guidance.  Overall, 1Q20 results and management guidance are significantly 
better than our previous estimates.  Gol entered 2Q with stronger liquidity and margins than we had 
anticipated.  Our FCF estimates are similar to management guidance, but anticipated a steeper drop in 2Q 
and subsequent recovery to reach sustainable FCF burn.  With no real improvement visible, we began to feel 



overly optimistic and downgraded Gol to Neutral.  Instead, per guidance, the bottom appears less severe and 
sustainable through year end assuming no meaningful traffic recovery.   
 
Key improvements versus our estimates are ending 1Q20 with higher liquidity and a deeper cut in non-
variable opex (50% cut vs. our 30%) which leads to positive margins even at depressed revenue levels.   We 
now assume revenues remain flat through the year at an estimated US$165mm/quarter, and that interest 
payments continue and leases are deferred in 2Q and 3Q20, in line with the current state of lessor 
negotiations.  Our revised forecast excludes any outside WK financing.  The result is we see Gol with 
sufficient liquidity to fund operations through FY20 assuming NO improvement in demand from 2Q20 levels. 
We assume the term loan is extended while management is anticipating repayment on time.  
 
Our revised estimates underpin our view that Gol is singularly better positioned than peers in this 
environment and THE pick to maintain HY Latin American airline exposure in the current crisis.  
 

Gol (US$MM) March 2020 Stress Test Analysis (WK Support) 
*UPDATED* May 2020 Estimates (WK 

Support) 
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Revenue 467 21 284 492 1,264 704 166 163 163 1,197 

EBITDA (3) (234) (13) 146 (104) 151 10 10 10 182 

EBITDA margin (1%) 
(1,114%

) (5%) 30% (8%) 21% 6% 6% 6% 15% 

               

Capex (25) (14) (14) (3) (55) (52) (35) (34) (34) (154) 

Interest Paid (29) - - - (29) (52) (30) (30) (29) (141) 

Taxes Paid (4) (22) (16) (5) (47) (6) (21) (8) (10) (44) 

Cash Lease (86) - - 0 (86) (94) (16) (15) (15) (141) 

Working Capital (294) 120 (81) (67) (322) (123) 12 - - (111) 

Simplified FCF (442) (150) (123) 72 (644) (177) (78) (76) (77) (409) 

               

Cash 175 25 (98) 13 13 575 465 389 312 312 

Accounts Receivable 150 7 91 158 158 152 122 122 122 122 

BCP Defined Liquidity 324 32 (8) 171 171 727 587 511 434 434 

               

Debt 2,871 3,214 3,558 3,901 3,901 3,259 3,317 3,378 3,439 3,252 

Net Debt 2,696 3,190 3,656 3,888 3,888 2,684 2,852 2,989 3,128 2,940 

               

LTM Revenue 3,127  2,347  1,696  1,264  1,264  3,364  3,446  1,958  1,197  1,197  

LTM EBITDA 890  479  151  (104) (104) 1,058  891  587  182  182  

               

Leverage 3.2x 6.7x 23.6x - - 3.1x 3.7x 5.8x 18.9x 17.9x 

Net Leverage 3.0x 6.7x 24.2x - - 2.5x 3.2x 5.1x 17.2x 16.2x 

               

Pro-Forma LTM Leverage 4.3x 4.8x 5.4x 5.9x 5.9x 4.9x 5.0x 5.1x 5.2x 4.9x 
Pro-Forma LTM Net 
Leverage 4.1x 4.8x 5.5x 5.9x 5.9x 4.0x 4.3x 4.5x 4.7x 4.4x 

               

Cash to LTM Revenue 6% 1% (6%) 1% 1% 17% 14% 20% 26% 26% 

Liquidity to LTM Revenue 10% 1% (0%) 13% 13% 22% 17% 26% 36% 36% 

Avg. FX: 4.93 5.04 5.04 5.04  4.47 5.40 5.52 5.52  

End FX: 5.04 5.04 5.04 5.04  5.21 5.52 5.52 5.52  

 



Review of 1Q20 Financial and Operational Results: 
• RPKs decreased 6% y/y to 9.9 bn, and ASKs contracted 4% y/y to 12.5 bn 
• Load factor contracted 169 bps y/y to 79.8% 
• Revenue decreased 17% y/y and 24% q/q to US$704 mm, as a result of the ongoing 

COVID-19 crisis 
• EBITDA was better than anticipated, increasing 34% y/y and down 8% q/q to US$328 mm  
• EBITDA margins expanded 1,787 bps y/y and 806 bps q/q to 47% 
• Adj. EBITDA decreased 42% y/y and 62% q/q to US$151 mm 

• We highlight Adj. EBITDA calculation excludes the US$177 mm gain under Other 
Operating Costs and Expenses, which is comprised of Sale and Leaseback and Max 
compensation 

• Adj. EBITDA margins contracted 893 bps y/y and 2,195 bps q/q but appear strong given 
the current crisis at 21%  

• For comparison, AERMEX reported 10% EBITDA margins (like-for-like) for the same 
period 

• Free cash flow was negative US$177 mm, primarily as a result of weaker Adj. EBITDA, WK 
outflow and heavy cash lease, capex and interest payments 
• Capex contracted 31% q/q to US$52 mm  
• Interest paid expanded q/q to US$52 mm 
• Cash Leases contracted 2% q/q to US$94 mm 
• Working Capital use was US$123 mm, compared to WK generation in the previous 

quarter 
• Cash and equivalents were US$575 mm, with a total of US$813 mm in liquidity 
• Net Debt was 5% lower q/q at US$2,680 mm 
• LTM Net leverage was 2.6x 
• Cash to LTM Revenue was 17% and Liquidity to LTM Revenue was 24% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Gol (US$MM) 1Q20 4Q19 3Q19 2Q19 1Q19 y/y q/q 2019 2018 

Revenue 704 924 935 801 852 (17%) (24%) 3,512 3,139           
Net income (loss) before min. interest * (525) 182 (23) (31) 20 - - 148 (363) 
(-) Income Taxes 10 30 (2) 6 19 (48%) (68%) 53 81 
(-) Net Financial Result 725 33 199 107 98 637% 2127% 437 510 
EBIT 210 244 174 81 137 53% (14%) 637 228 
EBIT margin 30% 26% 19% 10% 16% 1,372bps 334bps 18% 7% 
(-) Depreciation and Amortization 118 111 113 106 108 10% 6% 438 229 
EBITDA 328 356 287 187 245 34% (8%) 1,075 680 
EBITDA margin 47% 39% 31% 23% 29% 1,787bps 806bps 31% 22% 
(-) Other  
(Sale/Leaseback & MAX Compensation) 

(177) 45 28 (10) 14 - - 77 (133) 

Adj. EBITDA 151 401 315 177 259 (42%) (62%) 1,152 547 
Adj. EBITDA margin 21% 43% 34% 22% 30% (893bps) (2,195bps) 33% 17%           
LTM EBITDA 1,158 1,075 859 705 650 78% 8% 1,075 680 
LTM Adj. EBITDA 1,044 1,152 748 562 522 100% (9%) 1,152 547           
Capex (52) (76) (57) (59) (27) 96% (31%) (219) (190) 
Interest paid (52) (10) (50) (10) (50) 4% 407% (121) (147) 
Taxes paid (6) (13) (11) (29) (6) 11% (51%) (58) (47) 
Cash lease (94) (96) (110) (103) (94) 0% (2%) (403) (144) 
Working capital (123) 15 (52) (100) (119) 4% (941%) (256) (78) 
FCF (177) 221 34 (125) (36) 388% (180%) 95 (282)           

Short-term borrowings 616 631 596 306 282 119% (2%) 631 285 
Long-term debt 1,213 1,456 1,396 1,677 1,678 (28%) (17%) 1,456 1,378 
Aircraft Financing 1,425 1,502 1,493 1,559 1,621 (12%) (5%) 1,502 1,622 

Gross Debt (incl. op leases) 3,255 3,588 3,485 3,542 3,581 (9%) (9%) 3,588 3,285           
Cash and cash equivalents 127 408 302 260 482 (74%) (69%) 408 213 
ST Financial Assets 218 237 234 208 91 140% (8%) 237 123 
Restricted cash ST 204 76 128 106 90 125% 169% 76 34 
Restricted cash LT 27 35 32 47 30 (10%) (22%) 35 178 

Cash and Cash Equivalents 575 755 697 621 693 (17%) (24%) 755 549 
ST Accounts Receivable 152 305 283 335 211 (28%) (50%) 305 220 
ST Securities Receivable 86 - - - - - - - - 

Management Defined Liquidity 813 1,060 979 956 905 (10%) (23%) 1,060 769           
Net Debt (incl op leases) 2,680 2,833 2,789 2,920 2,888 (7%) (5%) 2,833 2,736           
Pro Forma Gross Leverage (incl op leases)  
/ Trailing LTM Adj. EBITDA 3.1x 3.1x 4.7x 6.3x 6.9x (3.7x) 0.0x 3.1x 6.0x 

Pro Forma Net Leverage (incl op leases)  
/ Trailing LTM Adj. EBITDA 

2.6x 2.5x 3.7x 5.2x 5.5x (3.0x) 0.1x 2.5x 5.0x 

          

Cash/LTM Revenue 17% 22% 20% 19% 23% (544bps) (441bps) 22% 17% 

Management Defined Liquidity/LTM 
Revenue 24% 30% 29% 30% 29% (523bps) (602bps) 30% 24% 

          

* Net Income adjusted for non-recurring 
expenses 
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DISCLOSURE APPENDIX 
  
REGULATION AC - ANALYST CERTIFICATION 
  
We, Megan McDonald and Matias Castagnino, CFA, certify that all of the views expressed in this report accurately reflect our personal 
views about the subject securities and issuers. We also certify that no part of our compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by us in this report. 
  
COMPANY SPECIFIC DISCLOSURES 

  
This report may not be independent of BCP’s propriety interests.  BCP does business, and seeks to do business, with companies covered 
in BCP research. As a result, investors should be aware that BCP may have a conflict of interest that could affect the objectivity of this 
report.  Further, BCP may trade the securities (or related derivatives) that are the subject of this research report for its own account 
and for certain customers, and may from time to maintain long or short positions in the securities (or in related derivatives) of the 
companies mentioned in this report.  Such financial and trading interests may be contrary to any recommendation in the report.   
  
BCP’s salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to our clients 
and our proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research.   
  
MEANINGS OF RATINGS 
  
Top Picks Universe 
“Market Outperform” – The bond’s total return is expected to exceed the total return of the J.P. Morgan Corporate Emerging Markets 
Bond Index series (“CEMBI”) Broad Diversified High-Yield Index over the next 3 – 6 months. 
  
“Market Perform” – The bond’s total return is expected to be in line with the total return of the CEMBI Broad Diversified High-Yield 
Index over the next 3 – 6 months. 
  
“Market Underperform” – The bond’s total return is expected to be below the total return of the CEMBI Broad Diversified High-Yield 
Index over the next 3 – 6 months. 
  
“Not Rated” or no comment – Currently, the analyst does not have adequate conviction about the bond’s total return relative to the 
CEMBI Broad Diversified High-Yield Index over the next 3 – 6 months. 

  
Quasi Sovereign Universe 
“Market Overweight” – The spread of the bond to its similarly duration sovereign controller bond is expected to decrease over the next 
3 – 6 months. 
  
“Market Weight” – The spread of the bond to its similarly duration sovereign controller bond is expected to remain unchanged over the 
next 3 – 6 months. 
  
“Market Underweight” – The spread of the bond to its similarly duration sovereign controller bond is expected to increase over the next 
3 – 6 months. 
  
“Not Rated” or no comment – Currently, the analyst does not have adequate conviction about the bond’s spread to its similarly duration 
sovereign controller bond over the next 3 – 6 months. 
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High Octane Universe 
“Speculative Buy” – Bonds that in our view have an equity investment risk profile and we think risk/return is significantly skewed to 
the upside  
 
“Positive” – Bonds that in our view have an equity investment risk profile and we think risk/return is skewed to the upside  
 
“Neutral” – Bonds that in our view have an equity investment risk profile and we think risk/return is balanced 
 
“Negative” – Bonds that in our view have an equity investment risk profile and we think risk/return is skewed to the downside 
 
“Speculative Sell” – Bonds that in our view have an equity investment risk profile and we think risk/return is significantly skewed to 
the downside 
 
GENERAL RESEARCH DISCLOSURES AND DISCLAIMERS 
  
This report is intended only for institutional investors, and should not be redistributed to retail investors.  BCP research is not a 
solicitation or offer to buy or sell any security or financial instrument or to participate in any trading strategy.  The products mentioned 
in this report may not be eligible for sale in some states or countries. 
  
The analysts principally responsible for the preparation of BCP research receive compensation based upon various factors, including 
quality, accuracy and value of research, firm profitability or revenues (including overall investment banking revenues), client feedback 
and competitive factors.  The compensation of BCP analysts is not linked to specific investment banking or capital markets transactions 
by BCP.  Analysts employed by non-U.S. affiliates may not be registered with FINRA, may not be associated persons of BCP, and may 
not be subject to FINRA regulations regarding research related activities.   
  
BCP research is based on public information.  BCP makes every effort to use reliable, comprehensive information, but makes no 
representation that the information is accurate or complete.  Facts and views presented in BCP research have not been reviewed by, 
and may not reflect information known to, professionals in other BCP business areas, including investment banking personnel.  BCP 
analysts may interact with sales and trading desk personnel in connection with their research, including to ascertain pricing and liquidity 
in the fixed income markets. 
  
This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed 
offering of securities or as agent of any issuer of any securities.  BCP has no authority to make any representation or warranty on behalf 
of the issuers.  BCP policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for 
review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.   
  
BCP may update its research reports and ratings as it deems appropriate, but has no obligation to do so.  BCP has no obligation to 
inform clients of any changes in facts, assumptions, opinions, estimates, or ratings.  Certain outstanding reports may contain 
discussions and/or investment options relating to securities, financial instruments and/or issuers that are no longer current.  Neither 
BCP nor any officer or employee of BCP accepts any liability whatsoever for any direct, indirect or consequently damages or losses 
arising from any use of this report or its contents. 
  
BCP research and ratings should not be used or relied upon as investment advice.  BCP research does not provide individually tailored 
investment advice.  BCP research has been prepared without regard to the circumstances and objectives of those who receive it.  BCP 
recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice 
of a financial adviser.  Investors should consider this report as only a single factor in making their investment decisions.  The 
appropriateness of an investment or strategy will depend on an investor’s circumstances and objectives.  The securities, instruments, 
or strategies discussed in BCP research may not be suitable for all investors, and certain investors may not be eligible to purchase or 
participate in some or all of them.  Securities discussed in this report may be rated below investment grade and should therefore only 
be considered for inclusion in accounts qualified for speculative investment. 
  
The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, 
prepayment rates, prices, market indexes, operational or financial conditions of companies or other factors.  Past performance is not 
necessarily a guide to future performance.  Estimates of future performance are based on assumptions that may not be 
realized.  Investors may experience a loss of their original capital investment in such securities. 
  
International investing entails greater risk, as well as greater potential rewards compared to U.S. investing. These risks include political 
and economic uncertainties of foreign countries as well as the risk of currency fluctuations. These risks are magnified in countries with 
emerging markets, since these countries may have relatively unstable governments and less established markets and economies. 
  
Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally the longer a bond's maturity, the more 
sensitive it is to this risk. Bonds may also be subject to call risk, which is the risk that the issuer will redeem the debt at its option, 
fully or partially, before the scheduled maturity date. The market value of debt instruments may fluctuate, and proceeds from sales 
prior to maturity may be more or less than the amount originally invested or the maturity value due to changes in market conditions or 
changes in the credit quality of the issuer. Bonds are subject to the credit risk of the issuer. This is the risk that the issuer might be 
unable to make interest and/or principal payments on a timely basis. Bonds are also subject to reinvestment risk, which is the risk that 
principal and/or interest payments from a given investment may be reinvested at a lower interest rate.  Bonds rated below investment 



grade may have speculative characteristics and present significant risks beyond those of other securities, including greater credit risk 
and price volatility in the secondary market.  
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