
 

 

EARNINGS RELEASE 
1Q18  

 

¶ Record soybean yield of 3,756 kg/ha, 11.8% 

higher than the initial projection  

 

¶ Record EBITDA and Net Income for the period of 

R$150.5MM and R$169.3MM, respectively  

 

 

 

 Porto Alegre, May 9, 2018 - SLC 

AGRÍCOLA S.A. (Bovespa: SLCE3; 

ADR: SLCJY; Bloomberg: 

SLCE3BZ; Reuters: SLCE3.SA), 

one of Brazilõs largest producers 

of grains and fibers, announces 

today its results for the first 

quarter of 2018. The following 

financial and operating 

information is p resented in 

accordance with International 

Financial Reporting Standards 

(IFRS). The information was 

prepared on a consolidated basis 

and is presented in thousands of 

Brazilian real, except where stated 

otherwise. NOTE: 1Q17 and 1Q18 

refer to the cumulative  three -

month periods from January 

through March of the years 2017 

and 2018, respectively. 2016 and 

2017 refer to the cumulative 12 -

month periods from January 

through December of the years 

2016 and 2017, respectively. HA 

refers to the horizontal 

percentage variation between two 

periods and VA refers to the 

vertical percentage variation of a 

given total.  
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MESSAGE FROM MANAGEMENT  

 
The results presented on the following pages are once again  a reason for great pride at 

our Company . On the operational front , with the conclusion of the soybean harvest, 

we commemorated a new record for our soybean yield:  3,756 kg/ha on average for the 
company, beati ng the initial estimate by 11.8%.  An analysis of the yields obtained this 

year and last year compared to the average of the 5 years to the 2015/16 crop year  

clearly shows the evolution in production potential, which reflects our initiatives to 

capture oper ating efficiency gains , as shown in the following chart.   
 

Figure 1 Evolution of Soybean Yield  

 

 

Adjusted EBITDA in 1Q18 came to R$150.5 million, advancing 21.9% on 1Q17 and 

setting a new record for the first quarter, supported primarily by the higher margins 
for invoiced cotton.  The variation of the fair value of Biological Assets  for soybean , 

which reflects the expectation for the cropõs gross margins as it is harvested, was 

R$234.9 million, more than double the figure for 2017, which, coupled with operating 

cash generation in the quarter, also supported another new record  for the period, of 

R$169.3 million  in net income .  

 
Table 1  Financial Highlights  

(R$ Thousand)  2016  2017  AH  1Q17  1Q18  AH  
Net revenue  1,601 ,945  1,858 ,054  16 .0%  349 ,731  423 ,297  21 .0%  

Change in Fair Value of Biological Assets  57 ,704  361 ,847  527 .1%  109 ,390  239 ,407  118 .9%  

Gross income  246 ,468  677 ,296  174 .8%  184 ,950  314 ,460  70 .0%  
Gross margin  15.4% 36.5% 21.1 p.p  52 .9% 74 .3% 21.4 p.p  

Operating income   110 ,315      59 3.453   438 .0%  147 ,225  267 ,441  81 .7%  
Operating margin  6,9% 31.8% 25.0 p.p  42.1% 63 .6% 21.5 p.p  

Net profit  (Agr.Operation+ Sale of Land)      15 ,641    369 ,262  n.m   83 ,940  169 ,259  101 .6%  

Net Margin  1.0%  19 .9%  18 .9 p.p  24 .0%  40 .0%  16 .0 p.p  

Net Income (Agricultural Operation)       15 ,641   289 ,034  n.m  83 ,940  169 ,259  101 .6%  

Net Margin  1.0% 15.6% 14.6  p.p  24.0% 40 .0% 16 .0  p.p 

Net Income (Sale of land)                 -        80 ,228  100 .0%             -                -    100 .0%  

              

Adjusted EBITDA (Agr . Operation + Sale of land) (1)(2)     249 ,109    738 ,585  196.5%  123 ,472  150 ,502  21 .9%  

Adjusted EBITDA Margin (Agr . Op .+ Land Sale)  15.6%  39.8% 24 .2 p.p  35.3% 35 .6% 0 .3 p.p  

Adjusted EBITDA (Agricultural Operation) (1) 249 ,109  568 ,380  128 .2%  123 ,472  150 ,502  21 .9%  

Adjusted EBITDA Margin (Agricultural Operation)  15 .6%  30 .6%  15 .0 p.p  35 .3%  35 .6%  0 .3 p.p  

Adjusted EBITDA (Sale of land) (2)                -      170 ,205  100 .0%             -                 -    - 

              

Net debt  852 ,854  828 ,789  -2.8%  829 ,730  874 ,865  5.4%  
 (1) Excludes the effects from Biological Assets, since they are noncash.  
 (2) Excluding write -off of Property, Plant and Equipment   
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The period marked another quarter of positive Free Cash Flow, which came to R$22.1 

million.  Part of this cash generation was used to close the third and last share 

repurchase program announced in 2017, of 2.0 million shares, which was concluded 

in March.  As a result, net debt is still at very comfortable levels, at 1.14 times EBITDA 

in the last 12 months.  

 
 

OUTLOOK  

 

As you can see from the Hedge Table (Table 1 9), the average prices hedged for soybean 

in 2018 combined with the average exchange rate hedged indicate prices in Brazilian 
real similar to those obtained in 2017, which, combined with the stability in costs per 

hectare and a yield  this crop year 13.8% higher than last crop year , will support 

higher soybean margins in the whole of the year, as infer red from the estimate for 

Biological Assets.  

The cotton and corn crops also presented excellent production potential, given that 

they were sown  within the ideal windows and since then have enjoyed good weather.  

Like soybean, cotton and corn also presented stable production costs and sales prices 

hedged at levels similar to those of 2017.  Another important  factor was the 

improvement in market prices for all our crops in recent months, as well as a weaker 
local currency , which bodes well for the volume s for sale in this crop year  and for the 

next crop yea r.  

 

MARKET OVERVIEW  

 
Figure 2  Change in Commodity Prices, January 2017 to April 2018  
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COTTON  
 

During 2018, cotton spot prices on ICE US have risen 9%. 
 

Figure 3  Cotton Price in the International Market vc. Brasil  

 
 

Weekly U.S. sales have been setting new record s, attesting  to the strong demand for 
cotton in 2018.  According to USDA forecasts , global consumption in the current cycle 

should set a new record, surpassing the mark of 120 million bales, as shown in the 

following chart , effectively cro wn ing the recovery  in cotton demand that has been 

ongoing since the 2012/13 crop year.  

 
Figure 4  World Cotton Consumption  

 

 
Given the current scenario of strong weekly sales in the United States, according to 

the latest USDA forecasts , the country should end the 2017/18 cycle with record  

exports, above the previous cycle.   
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Figure 5  Annual Cotton Exports, United States

 

 
In 2017, Brazil also accounted for an important share of cotton exports, with export 

volumes exceeding 835,000 tons.  

 
Figure 6  Annual Cotton Exports, Brazil  

 
 

In the monthly comparison in relation to the previous year, Brazilõs export volumes in 

the first three months of 2018 exceed ed that of the same period last year, as the 

country continues to prove itself an important and competitive player in the global 
market.   
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Figure 7  Monthly cotton Exports, Brazil

 

 
According to data from CONAB, in the 2017/18 crop year Brazil should produce 1.8 

million tons.   

 

In the United States, for the 2018/19 crop year, recent data for planting intentions, 

according to the Prospective Plantings report dated Mar. 29, 2018, point to an 
expansion in planted area of 7%. 

 

However, data on soil moisture  (an important predictor  of production potential) 

indicate that land in the Texas region (state that accounts for over 50% of U.S. cotton 

production) is òextremelyó to òexceptionallyó dry, with planting starting already under 

adverse conditions, therefore ensuring volatility  in prices .  
 

Figure 8  Soil Moisture, United States  
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SOYBEAN  

 
Soybean prices for the spot contract on the Chicago Board of Trade during 2018 

already have gained 8%, after reaching a peak  of 12% on March 5, when prices closed 

at 10.66 USD/bu.  
Figure 9 Soybean Price in International Market vc. Brazil

 

 
The current scenario , of prices remaining above 10 USD/bu on the CBOT reflects the 

situation  for global  soybean production, where , following the crop shortfall in 

Argentina , after  months of below -average precipitation, a loss of potential was 
confirmed after successive downward revisions in production figures.   

 

Soybean production in Argentina, according to the Buenos Aires Grain Exchange, is 

currently estimated at 38 million tons,  which represents a shortfall of approximately 

30% compared to initial projections, as shown in the following chart.   

 
Figure 10  Soybean Production, Argentina  

 

 
For the 2017/18 crop year, after confirmation of the crop shortfall  in Argentina , the 

global supply -demand balance points to production  lagging consumption , pressuring  
world stocks , as shown in Figure 10.  
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Figure 11 Global Production and Consumption, Soybean  

 

 
According to data from CONAB, Brazil should end the 2017/18 cycle with record -high 

soybean production of around 115 million tons.  Some market analysts expect the 
country to export around 73 million tons of soybean, or around 7% more than last 

crop year .  

 

In the United States, for the 2018/19 crop year, the USDA, through its first report of 

planting intentions for 2018, projected a reduction in soybean planted area, bucking 
the rest of the market, which estimated expansion of around 2%.   

The reduction in plant ed area of around 1% should help keep prices stable for 

Brazilian producers and pressure the supply of soybean for export and global 

consumption, corroborating a scenario of price volatility for the coming months based 

on the evolution of the U.S. crop.  

 
CORN 

 
Figure 12  Corn Prices in the International Market vc. Brazil
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Spot prices for corn on the Chicago Board of Trade during 2018 have gained 6% since 

the start of the year and are 5% than a year earlier . In Brazilõs domestic market, 

according to the Cepea -Esalq indicator, corn prices remained at levels around 

R$37.00/ 60 -kg-bag during the first three months of the year.  The combination of a 

reduction in planted area for first -crop corn in Brazil and a successful export  program 

in 2017, when Brazil exported 29.2 million tons, according to SECEX, supported the 
maintenance of firm prices in the domestic market throughout 2018.   

 
Figure 13  Evolution in Corn Planted Area, Brazil

 

As was the case for soybean, the drought in Argentina also affected corn production.  
Below -average precipitation has led to a current production estimate of 32 million tons, 

according to the Buenos Aires Grain Exchange, as shown in Figure 13.   
 

Figure 14  Corn Production in Argentina  

 
 

According to data from CONAB for the 2017/18 crop year, Brazilian corn production, 

considering both first and second -crop corn, should reach 25.6 and 63 million tons, 

respectively, amounting to 88.6 million tons, or 9.4%  less than in the previous season.   

 

In the United States, the USDA planting intentions report pointed to contraction of 
approximately 2 million acres in planted area, which, combined with uncertainties 

regarding weather conditions, suggests a scenario of price volatility over the coming 

months.   
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OPERATING PERFORMANCE  

 
2017/18 CROP YEAR  

 
The first quarter of 2018 was marked by the end of planting of second -crop  crops , 

such as corn and cotton.  The soybean harvest was concluded in the second half of 
April.  

 

SOYBEAN  
 
Harvest was concluded on the 230,127 hectares in the current crop year  dedicated for 

this crop , where we registered a record  yield of 3,756 kg/ha, which is 11.8% more 

than initially projected.   

 
Figure 15  High -potential soybean ready for harvest at Piratini Farm in Bahia  

 
 
 

 
 

 
 
 

 
 

 
 
 
 
 

 
 
 

Figure 16  Soybean harvest at Paiaguás Farm in Mato Grosso  

 

 
 
 

 
 

 
 

 

COTTON 1 ST CROP 

 

 
 

 

 

The planted area remained within the ideal planting window for each unit, i.e. until 

the end of December for the units in Mato Grosso do Sul, Goiás and Bahia and until 

early January for the farms in Maranhão.  The crop is currently in the final phase of 
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flowering / cotton -boll development.  The crop is presenting excellent production 

potential.  
 

Figure 17 Cotton Plants at Paladino Farm in Bahia  

 
 

COTTON 2 ND CROP 
 
 

The planting of the cotton 2 nd  crop began after the harvest of the early soybean 

varieties  in the first half of January, and  was concluded in early February.  The crop is 

currently in the flowering phase  at the  farms in Mato Grosso, Mato Grosso do Sul and 

Maranhão, with excellent production potential.  
 

Figure 18 Cotton 2nd Crop at Planalto Farm in Mato Grosso do Sul  

 
 
 

 
 
 

 
 

 
 
 

 
 

 

 

  










































