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Main Takeaways from our Meeting with the Company after Argen-
tina’s devaluation. Reinstating BUY recommendation
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We recently met Cencosud IR’s team, where we updated our view on the company’s 
current corporate strategy while geƫ  ng a more detailed approach on some rele-
vant issues for the next year. Our overall take was posiƟ ve and we are re-affi  rming 
our esƟ mates and BUY recommendaƟ on.

ArgenƟ na devaluaƟ on should not aff ect its subsidiary gross margin and asset to 
liabiliƟ es mismatches will not be passed on results but directly to Equity. AŌ er 
Macri’s presidenƟ al victory, Cencosud’s short-term transiƟ on in ArgenƟ na is one of 
the main sources of uncertainty for investors. In this regard, according to the com-
pany we highlight: (i) ArgenƟ na’s covenants are all related to equity (not cash-fl ow) 
and they are highly accomplished even aŌ er the ~32% peso devaluaƟ on since De-
cember 16th; (ii) ArgenƟ na’s gross margin will not be seriously aff ected by the deva-
luaƟ on since import costs are almost enƟ rely from local sources (less than ~11%  and 
~1% of Home Improvement’ and Supermarket’s costs, respecƟ vely, are imported); 
(iii) ArgenƟ ne “Asset to LiabiliƟ es mismatches” will not  be passed on results but 
directly to Equity according to NIC21 (due to IFRS explicit opƟ on). In parƟ cular, we 
esƟ mate a USD 237M eff ect on Equity in the 4Q15 due to this eff ect (See appendix 
for details). Lastly, short-term negaƟ ve results in ArgenƟ na are reduced to the cu-
rrent ~32% devaluaƟ on on sales (which is already internalized in our most updated 
esƟ mates) and could be eventually off set if current infl aƟ onary pressures and price 
translaƟ on conƟ nue be passed on consumers. 

No new impairment in Brazil at sight at least for a while, even on the current nega-
Ɵ ve macro environment. In 2Q15, Cencosud passed a USD 183M non-recurrent loss 
related to an impairment test for its Brazilian assets. The impairment compares the 
amorƟ zaƟ on of goodwill against the net present value of its cash fl ows. According to 
the company, the impairment is made considering an 18-months forward scenario 
which at that Ɵ me was consistent with the current negaƟ ve and worsening scena-
rio in Brazil. In this regard, we do not see likely a new impairment at least in 2016. 
However if the brazilian macro become exccesivelly worst than market expectaƟ ons 
we could see some eff ects.

All in all, taking the aforemenƟ oned into account, we are not changing our esƟ ma-
tes from our most updated fi gures (November 4th, 2015). We reaffi  rm our 2016YE 
target price of CLP 1,880 and BUY recommendaƟ on.
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2016E2014 2015E

Target Price CLP 1,880

Current Price CLP 1,421

BUY

Bloomberg CENCO CI

Reuters CENCOSUD-SN

Credit RaƟ ng AA-

52 weeks Hi/Lo (CLP) 1.691 - 1.245

Current Price (CLP) 1,421

Upside PotenƟ al 25.4%

Shares outstanding (M) 2,829

Market Cap (USD M) 5,956

Float (%) 40.0%

ADVT 6M (USD M) 3.8

EV/EBITDA 11.9x 9.7x 8.3x

EV/Sales 0.7x 0.6x 0.6x

P/E 23.7x 25.7x 13.9x

P/BV 1.0x 1.0x 0.9x

Div. yield 1.4% 1.3% 1.2%
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APPENDIX

Cencosud ARS DevaluaƟ on Impact on Equity 1

Source: Company reports, BICE Inversiones.

3Q15 3Q15 4Q15E 4Q15E
CLP M ARS M ARS M CLP M Dif.

Assets 1,476,462 19,951 19,951 1,092,528 -383,934
Liabilities -829,668 -11,211 -11,211 -613,924 215,744
Expected Impact (CLP M) -168,190
Expected Impact (USD M) -237

FX 3Q15 4Q15E
ARS 9 13
CLP 696 709
CLP/ARS 74 55
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The analyst or analysts involved in the creaƟ on of this document hereby cerƟ fy that the views expressed in this document accurately refl ect their personal opinions 
and that they have not and will not receive direct or indirect compensaƟ on for expressing specifi c recommendaƟ ons or views in this report. This report has been 
prepared by BICE Inversiones and is subject to change without noƟ ce. BICE Inversiones and employees shall have no obligaƟ on to update or amend any informa-
Ɵ on contained herein. This report is for informaƟ onal purposes only, based upon publicly available informaƟ on, which we believed is reliable, but its accuracy and 
completeness cannot be guaranteed. BICE Inversiones makes no express or implied representaƟ ons or warranƟ es that such informaƟ on is accurate or complete 
and, therefore, BICE Inversiones and employees shall not in any way be liable for related claims. The informaƟ on and analyses contained herein are not intended 
as tax, legal, or investment advice and may not be suitable for your specifi c circumstances. Each investor shall make their own determinaƟ on of the suitability of 
an investment of any securiƟ es referred to herein and should consult their own tax, legal, investment, or other advisors, to determine such suitability. This report 
may discuss numerous securiƟ es, some of which may not be qualifi ed for sale in certain countries or states therein and may therefore not be off ered to investors in 
such countries or states. This report or any porƟ on hereof may not be reproduced, reprinted, sold or distributed without the wriƩ en consent of BICE Inversiones.
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