
Sanitation

Global Research 7 December 2021

This report has been prepared by UBS Brazil CCTVM S.A. UBS BB is an association between UBS and Banco do Brasil.

ANALYST CERTIFICATION AND REQUIRED DISCLOSURES, including information on the Quantitative Research Review published by UBS, begin on SLIDE 8
UBS does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that 
could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

Giuliano Ajeje
Analyst
Tel: +55 11 2767 6371 
Giuliano.Ajeje@ubs.com

Guilherme Reif
Associate Analyst
Tel: +55 11 2767 6508 
Guilherme.Reif@ubs.com



3

100 million Brazilians do not have access to sewage collection and 30 million to water supply

Brazil’s sanitation current situation
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Figure 1: Percentage of people in Brazil with 
access to improved sanitation

Source: SNIS

Figure 2: Hospitalizations for diarrhea vs. 
population with sanitation services (states)

Source: SNIS
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Only 6% of concessions are private concessions, while they are responsible for 20% of total investment made and 
planned in the sector.

Private vs state-owned investments

Figure 3: Private investment (2014-16)

Source: SNIS
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Figure 4: Investments per population 2014-16 (R$)

Source: SNIS
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Figure 5: Share of private companies (%)

Source: SNIS, ABCON, CNI
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Figure 7: Investments in sanitation

Source: SNIS, ABCON, CNI
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We estimate it is possible to universalize sanitation services in Brazil by 2033, given our estimated total capex of 
R$620bn, with a marginal tariff increase of 5%

Investments

Figure 8: Tariff increase scenario

Source: UBS estimates
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New sanitation law could boost sector’s value to 4x higher than actual (R$122bn), bringing regulatory and political
stability. 

New sanitation law

Article 16 was vetoed, which would allow SOEs to renew program contracts by 30 years. With the 
veto, program contracts must be renewed to fit into the new law, but maintaining actual expiration 
dates.

Federal financing for sanitation investments requires that cities must operate in blocks. The states had 
180 days to form the new blocks of municipalities. 

The National Agency of Waters (ANA), will be regulatory agency responsible for the national 
regulation of the sector

The main objective of the legislation is to universalize and qualify the provision of services in the 
sector. The federal government's goal is to achieve universalization by 2033, ensuring that 99% of 
the Brazilian population has access to drinking water and 90% to sewage treatment and collection.
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The sanitation bill enabled the privatization of companies and auction of concessions 

Auctions

CEDAE
State: Rio de Janeiro
Total grant: R$22.6bn
Expected investment: R$27.1bn

ALAGOAS CONCESSION
State: Alagoas
Total grant: R$2bn
Expected investment: R$2.6bn

AMAPÁ SANITATION CONCESSION
State: Amapá
Total grant: R$930m + 20% tariff reduction for clients
Expected investment: R$3.0bn
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UBS Investment Research: Global Equity Rating Definitions 

12-Month Rating Definition Coverage1 IB Services2 

Buy FSR is > 6% above the MRA. 54% 32% 

Neutral FSR is between -6% and 6% of the MRA. 36% 30% 

Sell FSR is > 6% below the MRA. 10% 23% 

Short-Term Rating Definition Coverage3 IB Services4 

Buy 
Stock price expected to rise within three months from the time the rating was assigned 
because of a specific catalyst or event. 

<1% <1% 

Sell 
Stock price expected to fall within three months from the time the rating was assigned 
because of a specific catalyst or event. 

<1% <1% 

Source: UBS. Rating allocations are as of 30 September 2021. 
1:Percentage of companies under coverage globally within the 12-month rating category. 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided within the past 12 months. 

KEY DEFINITIONS:Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12 months. In some cases, this yield 

may be based on accrued dividends. Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a forecast of, the 

equity risk premium). Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are subject to possible change in the 

near term, usually in response to an event that may affect the investment case or valuation. Short-Term Ratings reflect the expected near-term (up to three months) performance 

of the stock and do not reflect any change in the fundamental view or investment case. Equity Price Targets have an investment horizon of 12 months. 

EXCEPTIONS AND SPECIAL CASES:UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management, performance 

record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount; Sell: Negative on factors such as structure, management, performance 

record, discount. Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review Committee (IRC). Factors considered by 

the IRC include the stock's volatility and the credit spread of the respective company's debt. As a result, stocks deemed to be very high or low risk may be subject to higher or 

lower bands as they relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece. 

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not registered/qualified as research analysts with FINRA. Such 

analysts may not be associated persons of UBS Securities LLC and therefore are not subject to the FINRA restrictions on communications with a subject company, public appearances, 

and trading securities held by a research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if any, follows. 
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you for information purposes only; (ii) for the purposes of receiving it you are not intended to be and will not be treated as a “client” of UBS for any legal or regulatory purpose; (iii) the Global Research must not be relied on or acted upon for any purpose; 
and (iv) such content is subject to the relevant disclaimers that follow. 

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such 
distribution, publication, availability or use would be contrary to law or regulation or would subject UBS to any registration or licensing requirement within such jurisdiction. 

This document is a general communication and is educational in nature; it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. Nothing in this document 
constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor’s individual circumstances or otherwise constitutes a personal recommendation. By providing this document, none of UBS or its 
representatives has any responsibility or authority to provide or have provided investment advice in a fiduciary capacity or otherwise. Investments involve risks, and investors should exercise prudence and their own judgment in making their investment 
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The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily a guide to future performance. Neither UBS nor any of its directors, employees or 
agents accepts any liability for any loss (including investment loss) or damage arising out of the use of all or any of the Information. 

Prior to making any investment or financial decisions, any recipient of this document or the information should take steps to understand the risk and return of the investment and seek individualized advice from his or her personal financial, legal, tax and 
other professional advisors that takes into account all the particular facts and circumstances of his or her investment objectives. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no representation that any transaction can or could have been effected at those prices, 
and any prices do not necessarily reflect UBS's internal books and records or theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in any materials to which this document relates (the "Information"), except with respect to 
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the document. UBS does not undertake to update or keep current the Information. Any opinions 
expressed in this document may change without notice and may differ or be contrary to opinions expressed by other business areas or groups, personnel or other representative of UBS. Any statements contained in this report attributed to a third party 
represent UBS's interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. In no circumstances may this 
document or any of the Information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following purposes: 
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(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or 
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By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for any of the above purposes or otherwise rely upon this document or any of the 
Information. 

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS relies, to manage potential conflicts of interest and control the flow of information 
within divisions of UBS and among its subsidiaries, branches and affiliates. For further information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional 
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Research will initiate, update and cease coverage solely at the discretion of UBS Research Management, which will also have sole discretion on the timing and frequency of any published research product. The analysis contained in this document is based 
on numerous assumptions. All material information in relation to published research reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings history etc. as required by 
the Market Abuse Regulation, can be found on UBS Neo. Different assumptions could result in materially different results. 

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information. UBS relies on information barriers to 
control the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by research management and senior 
management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to the revenues of UBS and/or its divisions as a whole, of which investment banking, sales and 
trading are a part, and UBS's subsidiaries, branches and affiliates as a whole. 

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or liquidity provider (in accordance with the interpretation of these terms under English 
law or, if not carried out by UBS in the UK the law of the relevant jurisdiction in which UBS determines it carries out the activity) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in accordance with the 
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inconsistent with the opinions expressed in this document. 

Within the past 12 months UBS AG, its affiliates or subsidiaries may have received or provided investment services and activities or ancillary services as per MiFID II which may have given rise to a payment or promise of a payment in relation to these services 
from or to this company. 

Where Global Research refers to "UBS Evidence Lab Inside" or has made use of data provided by UBS Evidence Lab you understand that UBS Evidence Lab is a separate department to Global Research and that UBS Evidence Lab does not provide research, 
investment recommendations or advice. UBS Evidence Lab may provide services to other internal and external clients. 
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