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Summary: We believe travel will eventually recover in Brazil, replicating the strong scenario now seen in US and 
Mexico and local accelerating vaccination program. Under this scenario, we see Gol as extremely well positioned to 
reach consensus recovery estimates, while recently raised financing will provide an adequate liquidity cushion to aid 
Gol in reaching the stated recovery point in Brazil, even if it takes longer than expected.  
 
Traffic, yields and margins are the key variables to track in monitoring the recovery.  We think the resumption of 
business travel will be a key driver to demonstrate trajectory of yields and margins. Continued market consolidation 
and capacity discipline should be supportive for yield improvement, paving the way to recovery at consensus 2023E 
estimates and 2019 peak levels. 
 
Thus, while we expect some near-term weakness given Covid-19 case count increase in the region for 1H21, we 
reiterate our ‘Positive-Outright’ rating on GOLLBZ 3.75% 24s, offering ‘equity like’ returns trading near the bond 
floor (88c), with potential upside of up to 109c predicated on mentioned 4.1x TEV multiple on prior peak EBITDA 
(2019) by 2023. Additionally, under a TEV multiple re-rating to sector’s average at 5x, and a more conservative 
2023E consensus EBITDA, we see similar upside on the convert to the 109c level.  

  
   Amt Out (US$ MM) M/SP/F Mid Price Mid YTM Recommendation 

GOLLBZ 7.00% 1/31/2025 650 -/ CCC+/ CCC+ 96.63 8.11%  

GOLLBZ 8.00% 2/8/2026 200 B2/ -/ - 102.5 7.51% Market Outperform 

GOLLBZ 8.75% Perp 154 Caa1/ -/ CCC+ 88.00 9.94%  

 
 Amt Out (US$ MM) Mid Price Mid YTW Implied Vol Cheapness (par) Delta (par) Conv. Price 

GOLLBZ 3.75% 7/16/2024 425 89.25 7.37% 27.74% 5.29% 40.53% $20.25 

 
* Source: Equity information sourced from Bloomberg. Convertible pricing as of June 09, 2021. 

 

Current Credit Outlook: 

• We believe travel will eventually recover in Brazil, replicating the strong recovery seen in US and Mexico, 

allowing Gol to be in a position to benefit from it 

• Highlighting accelerated local vaccination program (avg. 1.2mm doses per day) with 38% of the 

total population having received 1st dose 

▪ RJ and SP expected to reach 1st dose vaccination for all its adult citizens by early 

September 

• Initial timeline was November, but vaccination has accelerated significantly in 

the country since  

▪ RJ registered its lowest hospitalizations numbers since April 2020, clear indicative of 

vaccination efficiency in the region 

• Importantly, recently strengthened liquidity provided an adequate runway for business to reach recovery 

point in Brazil, even if it takes longer than expected 

• Under our downside case, where cash burn goes back to peak 2Q20 levels, we see a comfortable 

15-month liquidity runway 

• Company guided neutral cash burn for 2Q21 

• Additionally, Smiles reincorporation brought additional asset value into Gol, which could provide 

collateral to raise additional liquidity down the road, if needed 



• Traffic figures and yields have appeared weaker in 1H21, driven by new COVID19 “wave” in the region 

with rising number of positive cases and lockdown restrictions 

• Hospitalizations have gradually decreased, as well as restrictions, since recent downturn in 

March 

• Under weakened demand, Gol maintained capacity discipline, while achieving an improved load factor 

through recent months 

• Load factor in May at 88% reflects mentioned discipline 

 

• Yields for Gol and Azul appear weaker compared to US and Mexico peers, especially in US$ 

• Gol registered a US$4.62 cents yield for 1Q21, down 30% y/y and 10% q/q 

▪ Down 21% y/y in real BRL terms 

• Gol’s 1Q21 yields are down 42% in US$ vs average 2019 pre-pandemic levels, 19% in R$ and 28% 

in R$ ex-inflation 

▪ The yields are weaker than those of US and Mexico peers, being ~20% lower in US$ vs 

2019 levels 

• Weakness is partially due to weaker BRL during the period, which has already 

strengthened since lowest 5.8 BRL/USD levels in 1Q21 

o Average BRL for 2019 was 3.9 BRL/USD and favored results and peak 

EBITDA for that year 

o Recent upward revisions and hikes in local target interest rates are the 

result of rising local inflation, and should help BRL recover after an 

extended period of record-low rates. 

 

• Very important trend to monitor, we expect yields to ultimately recover mainly given: the 

resumption of business travel (20% of business travelers represented 50% of revenue pre-

pandemic), domestic-demand gradual recovery and stronger BRL already seen in 2Q21 

▪ We estimate that business travel recovery to 20% of total traffic should result in a 24% 

yield increase from current levels to around the US$5.7c, below 2019 levels given 

weaker BRL 

▪ While 2Q21 preliminary numbers still show some traffic weakness (~60% below 2019 

level) we see trend being gradually reversed given vaccination program acceleration and 

decrease in covid-19 cases and restrictions 

• Gol guided 80% increase in capacity for 3Q21 vs 2Q21 anticipating stronger 

demand 

▪ Consolidation trends seen in Brazil’s airline sector and lower supply following sector’s 

fleet adjustments amid pandemic should be drivers for yield recovery once we see 

traffic return to normalized levels 

• Additionally, we prefer Gol’s central hub model (CGH) vs Azul’s (VCP) in current environment, 

which should favor company’s yields and balance out a weaker currency vs 2019 



▪ We think under moderate and gradual recovery; route travelers will prefer to fly directly 

to central SP given lower price premium in fares (vs Campinas) compared to peak 

seasons   

 

• On the costs side, we note 1Q21 CASK in US$ decreased 7% vs average 2019 pre-pandemic level, resulting 

mainly from decreased fuel costs  

• Fuel prices have been rising, now above 2019 levels, which may deteriorate margins going 

forward 

• From our perspective, increased fuel prices and BRL weakness vs 2019 levels are the main factors 

that can potentially prevent company from returning to 2019 peak EBITDA levels given expected 

traffic recovery 

• Importantly, we think 1Q21 CASK is likely inflated on low volumes and not an accurate indicator 

for when operations ramp up 

  

• Under our projected traffic sector recovery, we believe Gol should be able to reach consensus 2023E 

numbers disclosed and 2019 peak levels as we see margins returning to the ~30% level as we continue to 

track down yield and costs trends 

• Expected yield weakness reversion, traffic recovery, strengthened market consolidation, reduced 

supply, and potential market share gain under preferable central hub model supports stated 

recovery  

 

Gol 1Q21 4Q20 3Q20 2Q20 1Q20 4Q19 3Q19 2Q19 1Q19 

Yield (R$ cents) 25.33 27.55 27.78 31.48 29.57 33.17 31.50 31.76 28.55 

Yield (US$ cents) 4.62 5.11 5.16 5.85 6.61 8.06 7.94 8.10 7.58 

% Change in US$ Yield y/y (30%) (37%) (35%) (28%) (13%) - - - - 

% Change in Nominal R$ Yield y/y (14%) (17%) (12%) (1%) 4% - - - - 

% Change in Real R$  y/y (inflation adjusted) (20%) (21%) (15%) (3%) 0% - - - -           
Azul 1Q21 4Q20 3Q20 2Q20 1Q20 4Q19 3Q19 2Q19 1Q19 

Yield (R$ cents) 29.15 29.33 24.59 27.81 35.17 38.34 35.25 35.26 35.75 

Yield (US$ cents) 5.31 5.44 4.57 5.16 7.86 9.32 8.88 8.99 9.49 

% Change in US$ Yield y/y (32%) (42%) (49%) (43%) (17%) - - - - 

% Change in Nominal R$ Yield y/y (17%) (24%) (30%) (21%) (2%) - - - - 

% Change in Real R$ Yield y/y (inflation adjusted) (23%) (28%) (33%) (23%) (5%) - - - - 

          

Volaris 1Q21 4Q20 3Q20 2Q20 1Q20 4Q19 3Q19 2Q19 1Q19 

Yield (US$ cents) 7.17 7.98 6.01 5.41 7.31 8.86 8.83 7.83 7.66 

% Change in Yield y/y (2%) (10%) (32%) (31%) (5%) - - - - 
          
Aeromexico 1Q21 4Q20 3Q20 2Q20 1Q20 4Q19 3Q19 2Q19 1Q19 

Yield (US$ cents) 5.23 6.01 5.36 5.34 6.75 7.45 7.27 6.89 6.89 

% Change in Yield y/y (23%) (19%) (26%) (22%) (2%) - - - - 
          
Delta 1Q21 4Q20 3Q20 2Q20 1Q20 4Q19 3Q19 2Q19 1Q19 

Yield (cents) 15.31 17.77 16.78 18.73 17.58 18.29 17.07 18.00 17.93 

% Change in Yield y/y (13%) (3%) (2%) 4% (2%) - - - - 
          
American Airlines 1Q21 4Q20 3Q20 2Q20 1Q20 4Q19 3Q19 2Q19 1Q19 

Yield (cents) 14.15 14.98 14.01 15.32 17.00 17.56 16.95 17.57 17.62 

% Change in Yield y/y (17%) (15%) (17%) (13%) (4%) - - - - 

 

 

 

 



Costs Metrics:  

Gol’s BCP Calculated Operating Results (US$) 1Q21 4Q20 3Q20 2Q20 1Q20 4Q19 3Q19 2Q19 2Q19 1Q19 

Adjusted CASK 5.20 5.05 7.74 21.99 5.22 5.35 5.62 6.42 6.42 5.39 

Adjusted CASK ex-Fuel 3.72 3.68 6.27 19.44 3.43 3.50 3.61 4.23 4.23 3.37 

Adjusted Fuel CASK 1.47 1.38 1.47 2.55 1.80 1.85 2.00 2.19 2.19 2.03 

 
*Source: Equity information sourced from Bloomberg as of close June 09 2021. 

 

Convert Valuation: 

• Under recovery scenario outlook described above, and in comparison to global airlines equity, we think 

Gol equity looks undervalued 

• We note LATAM airlines still appear undervalued compared to US peers, despite recent US airline 

price fall from recent peak in April, with current EV ~25% below vs 2019s vs single digit decline 

seen from global peers  

• For Gol, as shown on table below, a 4.1x TEV multiple on prior peak EBITDA (2019) by 2023 implies a 71% 

equity upside from current levels and 24% increase on 2023E consensus EBITDA 

• Accordingly, we see GOLLBZ 24s offering ‘equity like’ returns trading near the bond floor (88c), with 

potential upside of up to 110c predicated on mentioned 4.1x TEV multiple on prior peak EBITDA (2019) by 

2023, given equity upside (+71% from current levels at US$14.38) 

• For convert valuation, we use 760bps spread (50bps inside current pari-passu 2025s spread) and 

cap vol at 50% 

• Gol equity currently trades at US$8.27 and, returning to TEV / FY19 (fully recovered) EBITDA of 

4.1x by ‘23 implies mentioned 71% upside on the equity (US$14.14), and 22% upside on the 

convert to 109c 

• Under a multiple re-rating to sector’s average at 5x EV/EBITDA multiple and a more conservative 

2023E projection (considering higher fuel prices and weaker BRL) equity upside stands at a 

similar 70%, offering similar ~20% pick-up on the convert 

▪ We believe that Gol’s ability to adequately manage business throughout crisis supports 

higher multiple for equity that is more in line with the sector’s average. 

 

 
BBG Consensus Estimates (US$MM) Azul  Gol 

2019    
Revenue 2,901  3,516 

Adjusted EBITDA 926  1,057 

Adj. EBITDA Margin 32%  30% 
    
2020    
Revenue 1,113  1,227 

Adjusted EBITDA 57  76 

Adj. EBITDA Margin 5%  6%     
2023E    
Revenue 2,830  2,970 

Adjusted EBITDA 895  863 

Adj. EBITDA Margin 32%  29% 
    
Equity Upside/Downside (US$MM)   
Scenario 1: Achieve BBG 2023E Consensus at FY2019 EV/Adj. EBITDA 

2019 EV/EBITDA 5.8  4.1 

BBG Consensus 2023E Adj. EBITDA 895  863 
    
Pro-Forma EV 5,191  3,538 

1Q21 Net Debt 975  1,417 

Implied Market Cap 4,216  2,121 



Equity Upside/Downside (US$MM) Azul  Gol 

Estimated Upside/Downside 50%  24% 
    
Scenario 2: Return to 2019EV / Adj.EBITDA   
2019 EV/ EBITDA 5.8  4.1 

2019 Adj. EBITDA 926  1,057 
    
Pro-Forma EV 5,371  4,334 

1Q21 Net Debt 975  1,417 

Implied Market Cap 4,396  2,917 

Estimates Upside/Downside  57%  71% 

 
Comparable Analysis (US$MM) Azul (1) Gol (1) Copa (1) American Delta Southwest United 

2019        
Revenue 2,901 3,516 2,707 45,770 47,010 22,430 43,260 

Adj. EBITDA 926 1,057 718 7,410 10,210 4,350 7,600 

Adj. EBITDA margin 32% 30% 27% 16% 22% 19% 18% 
        
2019 EV (2) 5,401 4,342 4,779 41,899 51,962 28,028 37,563 

EV / EBITDA 5.8 4.1 6.7 5.7 5.1 6.4 4.9 
        
2020        
Revenue 1,113 1,227 801 17,340 17,100 9,050 15,360 

Adj. EBITDA 57 76 54 (6,090) (9,140) (2,330) (3,670) 

Adj. EBITDA margin 5% 6% 7% (35%) (53%) (26%) (24%)         
2020 EV (2) 3,319 3,132 3,545 43,958 47,113 26,470 33,653 

FY20 EV / EBITDA 58.2 41.2 65.6 NM NM NM NM         
2023E        
Revenue 2,830 3,210 2,666 44,569 46,500 24,043 45,058 

Adj. EBITDA 895 863 771 5,568 9,354 5,459 7,513 

Adj. EBITDA margin 32% 27% 29% 12% 20% 23% 17%         
Share Price (USD) $24.08 $8.41 $70.48 $20.40 $42.04 $51.17 $50.00 

Shares Out (mm) 111 157 31 641 640 591 324 

Market Cap 2,770 1,679 2,985 13,084 26,889 30,261 16,181 

Current EV (2) 3,584 3,419 3,360 38,678 41,893 26,684 31,255 

Current EV / FY23E Adj. EBITDA 4.0 4.0 4.4 6.9 4.5 4.9 4.2         
% Change Current v. 2019 EV (34%) (21%) (30%) (8%) (19%) (5%) (17%) 

 

(1) 2019 and 2020 Revenue and Adj. EBITDA from financial results 

(2) EV reflects Market Cap + Total Financial Debt - Cash and Equivalents 

(3) Equity information sourced from Bloomberg as of June 7, 2021 
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