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BRAZILIAN EQUITY OPPORTUNITIES             ISSUE IV 
 
This report examines the Brazilian equity markets, their structure, constituents and 
metrics over time. In continuation to our earlier reports on Brazilian Equity Opportunities, 
we show that the Brazilian equity markets now offer a compelling investment 
opportunity. There are 372 actively traded companies in Brazil1, offering a sizeable 
group of businesses for superior stock selection.  
 
Brazil has a deeply rooted equity culture and B3 - BRASIL BOLSA BALCÃO, founded in 
1890, has had a long history of services provided to the stock market and the Brazilian 
economy. In 2000, BOVESPA led a program of integration with the eight other Brazilian 
exchanges to concentrate all equity trading in a single environment. B3 - BRASIL BOLSA 
BALCÃO was founded in May 2008 with the integration between BM&F, Brazil’s main 
derivatives exchange, and BOVESPA, the stock exchange. B3 - BRASIL BOLSA BALCÃO 
was created with the merger of BM&FBOVESPA with CITEP in 2017 and is the sole 
exchange, despite the market being open for a competitor since 2007. Stocks are 
exclusively traded through an exchange (Dark pools, MTFs and internalization 
prohibited). It is also the provider of central counterparty and securities custody 
services. In addition, B3 - BRASIL BOLSA BALCÃO ranks among the world’s leading 
exchanges by market capitalization and the largest in the Americas (outside of the US). 
 
HORIZON PROCESS 
 
Idea generation is a rigorous and often contrarian process and adherence to fundamental 
discipline in volatile markets is tantamount to success. At the core of our process is 
identification of securities and sectors for investment along with an on-going 
maintenance of the valuation and event universe to provide advanced insights to 
unfolding investment landscapes. Some of the characteristics we look for: 
 

 Discount to Private Trade Sale Valuations 
 A margin of safety during periods of uncertainty is essential 
 Attractive risk adjusted returns 
 Low PEG ratio 
 Strong corporate governance 
 Oriented for the growth of the Brazilian economic area 
 Meaningful free cashflow 

 
The Brazilian equity market has certain attributes that allow us to believe that there are 
opportunities to earn risk-adjusted returns through superior stock selection using the 
Gabelli process. We believe that it is possible to identify pockets of value/price 

 
1 Data source S&P CapitalIQ (as of October 9, 2025) 
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misalignment especially within domestic demand led industries. Key drivers of 
opportunities in the Brazilian equities markets are2: 

o Portfolio diversification: Diversification of institutional investors portfolios with a 
higher participation of equities  

o Retail investors: Increasing participation of retail investors and growth of the 
middle class  

o Listed companies: A low number of listed companies leading to important sectors 
not adequately represented on the exchange 

 
Key drivers of opportunities in the Brazilian derivative markets are: 
o Growth of credit and fixed-rate government debt: higher demand for hedging from 

financial institutions and institutional investors 
o Growth of foreign trade: higher demand for hedging through FX contracts 
o Equities market development: growth in demand for index-based contracts 
o OTC derivatives: capital requirements (Basel) should benefit OTC transactions 

through a CCP 
 
With secular trends led by increasing GDP, growing population and increasing disposable 
income among other long-term trends there are ample opportunities to invest in 
companies that will benefit. 
 
  

 
2 Refer to our Brazil Equity Opportunities Report 2022 
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BRAZIL EQUITY MARKET ANALYSIS  
 
Trading and participation 
 
The annual value traded on the B3 - BRASIL BOLSA BALCÃO in 2024 was USD 921 billion 
and the ratio of value traded to market capitalisation was 42% (Table 1a), which is below 
the value traded to market capitalisation ratios of other comparable markets. Both the 
annual value of share trading as a percentage of GDP and as a percentage of market 
capitalisation for Brazil have decreased since our previous report. 
 
Table 1a:     Annual value of share trading between 2014-2024 (USD Billion) 
 

 
Source: Horizon Research, WFE, World Bank, IMF 

 
Brazillian Equities have a P/E ratio average discount versus US equities and over the 
course of the past three years the average discount to the MSCI has widened (Table 1b). 
 
Table 1b:     Brazil Equities’ P/E ratio as a percentage of comparative markets 

 
Source: Horizon Research, Bloomberg, FactSet, www.siblisresearch.com https://siblisresearch.com/data/emerging-
markets-valuations/ 

 
An analysis of trading per market participant reveals that Individual investors were once 
more numerous on the B3 - BRASIL BOLSA BALCÃO, accounting for as much as 31.4 
per cent of market participation in January of 2010, a boom year. However, their 
participation has steadily declined with the stagnation of the economy and accounted 
for only 14.4 per cent of volumes towards the end of 2014. This increased to 18% in 
2018 but has again declined to 13% in 2024. Foreign investors, by contrast, accounted 
for 35 per cent of Brazilian trade towards the end of 2011 and that has steadily 
increased to 54% in 2024.   

http://www.siblisresearch.com/
https://siblisresearch.com/data/emerging-markets-valuations/
https://siblisresearch.com/data/emerging-markets-valuations/
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Figure 1:     Investor Participation in volumes 
 

 
 

       Source: B3 - BRASIL BOLSA BALCÃO investor presentation 2Q 25 
 

Equity capital raised in the Brazilian market has increased significantly from R$420bn 
2020 to R$620bn in 2024 (Figure 2).  
 
Figure 2:     Capital raised in the Brazilian market (R$ bn) 
 

 
                 Source: B3 - BRASIL BOLSA BALCÃO investor presentation, Horizon Research 
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The Indices 
 
The IBOVESPA Index was established in 1968 to serve as an average indicator of the 
stock market’s behavior and has been calculated uninterruptedly ever since, without any 
methodological changes. 
 
Ibovespa is reassessed every four months and results from a theoretical portfolio of 
stocks. It is comprised of stocks and units of companies listed on B3 - BRASIL BOLSA 
BALCÃO that meet the criteria described in its methodology, accounting for about 80% 
of the number of trades and the financial volume of our capital markets3. 
 
The Ibovespa Index is used as a proxy to track the 372 listed companies and currently 
constitutes 824 companies (October 2025) in the broad B3 - BRASIL BOLSA BALCÃO 
stock market. In order for a company to be included in the index, it has to be amongst 
the eligible stocks that account for 85% in descending order by individual tradability 
ratio (IN); Traded in 95% of the trading sessions; 0,1% of the value traded on the cash 
equity market (round lots); and not be a penny stock. The filter is adjusted quarterly, 
based on the latest 12 months indicators.  
 
Between 2020 and 2024 the IBOVESPA with a 0.2% CAGR in local currency terms and 
(4.1)% when indexed to the USD, has underperformed almost all comparable indices. In 
the current year to date period, the IBOVESPA with an 17% CAGR in local currency terms 
and 30.7% in USD terms has Outperformed most Developed and Emerging Market 
indices. (Table 3).  
 
Table 2:    Performance of Brazilian Vs. International Indices (2005-2025) 

 
Source: Horizon Research, Yahoo Finance (Index level taken at the last trading day of December or first day of January 
of the subsequent year for NIFTY) 
 
There is a heavy concentration of market capitalization represented through the primary 
indices. The stocks that participate in the Ibovespa Index represent over 91.2% (USD 
712 billion) of the annual value traded on the exchange and 87% of the sum of all 
Ibovespa company’s market capitalization. The annual value traded on the Ibovespa 
Index decreased from USD 1,099 billion in 20225 to USD 781 billion in 2025 (Table 3a).  
 

 
3  b3.com.br. Bovespa Index. Retrieved from  https://www.b3.com.br/en_us/market-data-and-indices/indices/broad-indices/ibovespa.htm  
4 Three companies — Petrobras, Eletrobras, and Banco Bradesco — each have two share classes included in the 
IBOVESPA. To avoid double counting, only one security per company has been considered. 

5  All references to 2022 are sourced from our previous report in 2022 

https://www.b3.com.br/en_us/market-data-and-indices/indices/broad-indices/ibovespa.htm
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The balance of shares not captured by the indices equates to approximately 293 
companies, and result in opportunities for superior stock selection. Our efforts 
emphasize valuations with catalysts, and believe that a significant portion of small and 
mid-caps present opportunities for investment. 
 
The Brazilian equity market quantity of traded companies offers investment 
diversification opportunities within the Brazilian market itself. The Ibovespa Index also 
offers diversity of the market, with the Ibovespa Index comprising companies across 
each of the 10 broad industry segments.  
 
Concentration offers opportunities  
 
A closer look at the market focusing on company size helps identify divergences 
amongst the listed companies. The largest 100 companies by market capitalisation 
continue to dominate but their representation of the broad market capitalization has 
increased to 93% from 91% in 2021. An analysis of value traded as a percentage of 
total traded volume reveals that in 2021 nearly 86.6%, compared to 91.2 % currently, 
of the total traded volume is restricted to the largest 100 companies by market 
capitalisation. On an aggregate basis, these companies offer attractive values (Table 3a 
and 3b).  
 
The Top 100 companies continue to outperform the other remaining companies on 
several metrics. Leverage, measured in terms of net debt to enterprise value, increased 
from 47% in 2021 to 71% (current) for the Top 100 companies but it was 148% for 
the bottom 124 companies.  
 
The Top 100 companies have a ROE of 30.6%, FCF yield of 12.4% and dividend yield of 
6.1%. In contrast, the bottom 113 companies have an ROE of 1.9%, FCF yield of -4.6% 
and dividend yield of 5.1%.   
 
The Top 100 companies trade at a lower P/E and EV/ EBITDA multiple compared to the 
mid 112 and bottom 113 companies. As investors, we find opportunities masked in the 
aggregates and underscore that these broad differences provide opportunities in 
individual stock selection.  
 
Table 3a:     Analysis of performance highlights by market capitalization - 2025 

 
Source: Horizon Research, Bloomberg 
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Table 3b:     Analysis of performance highlights by market capitalization - 2021 

 
Source: Horizon Research, Bloomberg 
 
iBovespa securities 
 
There is an increasing dominance of iBovespa securities, which are relatively larger in 
terms of their size and trading volume, in most of the industries (Table 4a and 4b). For 
instance, 17 iBovespa securities accounted for 69% (compared to 64% in 2021) of the 
total market capitalisation of USD 47 billion of 84 companies in consumer discretionary 
industry. A similar trend with even larger percentages is seen in basic materials, energy, 
financials and industrials.  
 
In addition, we observe that the market capitalisation of a small number of companies 
within each industry sector constitute a majority of that industry sectors broad market 
capitalisation. For example, in the broad market there are 8 energy companies of which 
4 companies constitute almost 100% of the market capitalisation. This trend is repeated 
in the Healthcare industry where 4 companies out of 16 healthcare companies in the 
broad market constitute 87% of the market capitalization (Table 4b). 
 
Table 4a:  Concentration of market capitalisation by industry - 2021 

 
Source: Horizon Research, Bloomberg 
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Table 4b:  Concentration of market capitalisation by industry - 2025 

 
Source: Horizon Research, Bloomberg 
 
Industry sectors oriented for growth 
 
The financials, materials, utilities and energy industries are amongst the largest industry 
sectors by market capitalisation in the Brazilian equity market with respective 
participation of 32%, 10%, 16% and 10%. We observed a marginal increase in the 
domination of financials and utilities industry as they accounted for 24% and 11% of 
the total market capitalization of Brazilian equity market in 2021.  
 
Each sector of the Brazilian market has its particular economics, and it would not always 
be accurate to compare two industries using the same financial indicator. However, 
certain trends are discernible when we analyze performance highlights by industry 
grouping (Table 5a & 5b). 
 
Table 5a:      Analysis of performance highlights by industry - 2021 

 
Source: Horizon Research, Bloomberg 
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Table 5b:      Analysis of performance highlights by industry - 2025 

 
Source: Horizon Research, Bloomberg 
 
The basic materials industry, which includes chemicals, metals and mining, construction 
material, etc., represents 10% of all market capitalization and 12.9% of value traded. In 
contrast, the basic materials industry represented 18% of all market capitalization and 
24.9% of value traded in 2021. The sector’s net debt to enterprise value has increased 
from 40% in 2025 to 20% in 2021. The 2024 ROE of the sector is 41%, FCF yield is 
8.8% and the dividend yield is 7.5%. The sector trades at a P/E of 8.9x and 4.7x 2024 
EV/EBITDA. The 2021 ROE of the sector was 76%, FCF yield was 26% and the dividend 
yield was 11%. The sector traded at a P/E of 4x and 3x 2021 EV/EBITDA.   
 
The consumer staples industry represents 7% of market capitalization and 7.5% of 
traded volume. In contrast, the consumer staples industry represented 12% of market 
capitalization and 8.4% of traded volume in 2021. The FCF yield and dividend yield of 
the sector is currently 8.9% and 3.9% as compared to 7% and 4% in 2021. The sector 
trades at a 2024 P/E ratio of 13.6x and 6.7x EV/EBITDA. In comparison, the consumer 
staples industry currently trades at a 2021 P/E ratio of 18x and 9x EV/EBITDA. These 
disconnects in financial ratios versus the index respond to secular trends in the sector 
(e.g. increasing disposable income leading to higher demand).  
 
The consumer discretionary industry represents 6% of all market capitalization and 
14.8% of value traded. In contrast, the consumer discretionary industry represented 5% 
of all market capitalisation and 11.3% of value traded in 2021. The leverage of the 
industry increased substantially as indicated by the change in net debt to enterprise 
value from 20% in 2021 to 46% currently. The consumer discretionary industry has a 
2024 ROE of 15.7%, with FCF yield of 4.5% and dividend yield of 4.6%. In comparison, 
it had a 2021 ROE of 7%, with FCF yield of -1% and dividend yield of 2%. The consumer 
discretionary industry has seen a contraction in valuation multiples with P/E increasing 
from 27x in 2021 to 13.4x in 2021.  
 
The financials industry, which includes banks, asset management, mortgage finance and 
thrifts represents 32% of all market capitalization and 23.2% of value traded. The ROE 
of the sector increased from 19% in 2021 to 21.1% in 2024 and the dividend yields 
increased from 5% to 5.8% during the same period. The sector P/E increased to 10.2x 
in 2024 from 11x in 2021, and the P/B ratio increased from 1.8x in 2021 to 2x in 2024.  
 
The healthcare industry represents 3% of the total market capitalization and 3.9% of 
total value traded. In comparison, it represented 4% of the total market capitalization 
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and 2.3% of total value traded in 2021. The ROE and dividend yield remained stable 
from 12% and 2% in 2021to 12% and 1.2% in 2024, FCF yield decreased from 6.6% in 
2021 to 5.2% in 2024. The sector traded at 2024 P/E of 25.4x (44x in 2021) and 
2021 EV/EBITDA of 11.3x (18x  in 2021). 
 
The Industrials industry represents 10% of market capitalization and 12% of traded 
volume. In contrast, Industrials represented 8% of all Brazilian market capitalization and 
9.8% of all value traded in 2021. The sector has a net debt to enterprise value of 40%, 
compared to 37% in 2021. ROE and dividend yield of the sector is 16.5% and 2.3% 
compared to 19% and 1% in 2021. Industrials traded at 2024 P/E of 28x (46x in 2021) 
and 15x 2024 EV/EBITDA (17x in 2021).  
 
The Energy industry, which includes oil, gas and coal exploratory companies and allied 
services, represents 10% of all market capitalization and 9.8% of value traded. In 
contrast, it represented 13% of all market capitalization and 17% of value traded in 
2021. The energy industry has a 43% net debt to enterprise value ratio. The energy 
industry has a 2024 ROE of 12.3%, with FCF yield of 10% and dividend yield of 16.6% 
and in comparison, had a 2021 ROE of 25%, with FCF yield of 35% and dividend yield of 
8%. The energy industry is trading at 11x 2021 P/E (6x 2021) and 3.8x 2021 
EV/EBITDA (5.5x 2021). 
 
The Technology industry represents 1% of all market capitalization and 1.4% of value 
traded. In contrast, it represented 1% of all market capitalization and 2% of value traded 
in 2021. The sector has net debt to enterprise value of 3%, which decreased from 8% 
in 2021. The 2024 ROE of the sector is 13.1% (12%% in 2021), 2024 FCF yield is 1.7% 
(1% in 2021) and 2024 dividend yield is 1.4% (1% in 2021). The technology industry 
traded at a 2024 P/E of 36x (2021 P/E of 22x). 
 
The Telecommunication industry represents 4% of all Brazilian market capitalization and 
2.2% of all value traded. In contrast in 2021, it represented 3% of all Brazilian market 
capitalization and 2.3% of all value traded. The sector has a net debt to enterprise value 
of 16%, which decreased from 29% in 2021. The ROE of the sector increased from 9.1% 
in 2015 in 4% in 2021. The 2024 FCF yield of the sector is 7.5% (7% in 2021) and the 
2024 dividend yield is 2.4% (3% in 2021). The Telecommunication industry has seen 
consistent valuation multiples with P/E and EV/EBITDA at 19.8x and 6.9x in 2024 and 
at 19x and 5x in 2021. 
 
The Real Estate industry represents 1% of all market capitalization and 1.9% of value 
traded. The sector’s net debt to enterprise value was 41%. The 2021 ROE of the sector 
was -7%, FCF yield was 3% and the dividend yield was 20%. In comparison the current 
ROE of the sector is 12.5%, FCF yield is 4.3% and the dividend yield is 3.6%.The sector 
traded at 2021 P/E of 31x and 15x 2021 EV/EBITDA and currently trades at 2024 P/E 
of 12.4x and 11.1x 2024 EV/EBITDA.  
 
The utilities industry, which includes independent power producers & energy traders, 
electric, water and gas utilities represents 16% of all market capitalization and 10.5% 
of value traded. In contrast in 2021, it represented 11% of all market capitalization and 
4.9% of value traded. The sector has net debt to enterprise value of 37.0%, marginally 
decreasing from 38% in 2021. The ROE of the sector increased to 22% in 2021 from 
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14% in 2021. The FCF yield and dividend yield was 11% and 8% in 2021 and 3% and 
4.2% in 2024. The sector traded at 2024 P/E of 10.6x (9x 2021) and 8.1x 2024 
EV/EBITDA (8x 2021). 
 
THE BRAZILIAN ECONOMY 
 
Brazilian GDP (at current USD) has decreased from USD 2,412 billion in 2012 to USD 
2,171 billion in 2024, the total market capitalisation to GDP ratio is above global levels 
leading to higher valuations in the Indian equity markets. Indian broad market 
capitalization of USD 5,131 billion in 2024 represented 131% of Indian GDP. This was 
above the long-term average trend. In comparison, the ratio of US and China market 
capitalization to GDP in 2024 was 213% and 38% (Table 6a). 
 
Table 6a: Market Capitalisation to GDP ratio 

 
Source: Horizon Research, Bloomberg, World Bank data, WFE. For MCap China Shanghai only, India NSE only 

 
Brazilian GDP (at current USD) has decreased from USD 2,412 billion in 2012 to USD 
2,171 billion in 2024. The total market capitalisation to GDP ratio is below global levels 
leading to lower valuations in the Brazilian equity markets. Brazilian broad market 
capitalisation of USD 659 billion in 2024 represents 30% of Brazilian GDP. This is below 
the long-term average trend and is lower than the recent peak in 2010 of 70%. In 
comparison, the ratio of US, China and India market capitalisation to GDP in 2021 are 
higher (Table 6a). 
 
We believe Brazilian GDP will continue to grow at it’s an average of 3-4% in the long 
term, which will provide an added impetus to companies across capitalisation and 
industry sectors.  
 
EXPANDING EQUITY UNIVERSE 
Over the past decade, equity market capitalisation has increased meaningfully in several 
emerging markets, with the most substantial growth observed in China and India. (Chart 
1).  
 
This growth is mirrored in the number of listed companies, where India and China have 
shown the largest gains (Chart 2). Changes in the number of listed companies reflect 
both new issuances and delistings, making this a useful indicator of net growth in market 
depth. In contrast, some developed markets, such as London, have seen limited listings 
activity in recent years. We believe this highlights a broader and expanding universe of 
opportunities for stock selection in emerging markets. 
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Chart 1: Global Equity Market Capitalizations6 (USD mn) 

 
 
Chart 2: Global Equity Markets - Number of Listed Companies7 

 
 
 

 
6 International Monetary Fund, World Economic Outlook Database, April 2025, accessed July 10, 
2025, https://www.imf.org/en/Publications/WEO/weo-database/2025/april/download-entire-database 
7 World Federation of Exchanges, WFE Statistics Database, accessed July 10, 2025, https://statistics.world-
exchanges.org/ReportGenerator/Generator 
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