
 
 
 

1 

 
 

 
BRF S.A. 

Management Report on the Results in the Third Quarter of 
2015 

Financial Highlights 

 Net Operating Revenues of R$8.3 billion, 14.4% higher than in 
3Q14. 

 Gross margin of 31.4% compared with 29.6% in 3Q14. 

 EBITDA of R$1.5 billion, 34.8% above 3Q14, and EBITDA margin of 
18.4% compared with 15.6% in 3Q14 and 17.4% in 2Q15. 

 EBIT margin in Middle East and Africa (MEA) of 19.4%, mainly due 
to structural changes introduced in the region. 

 Net Income of R$877 million, 53.3% higher on an annual 
comparison and 140.7% higher on a quarterly comparison, with a 
net margin of 10.6%.  

 ROIC (Return on Invested Capital) of 13.9% (LTM) compared with 
9.1% in 3Q14 and 13.3% in 2Q15. 

 
Key Financial Indicators 

 

 
 
 

  

Results - R$ Million 3Q15 3Q14 y/y 2Q15 q/q

Net Revenues 8,281 7,238 14.4% 7,913 4.7%

Gross Profit 2,601 2,145 21.3% 2,525 3.0%

Gross Margin (%) 31.4% 29.6% 1.8 p.p. 31.9% (0.5) p.p.

EBIT 969 833 16.4% 1,058 (8.4%)

EBIT Margin (%) 11.7% 11.5% 0.2 p.p. 13.4% (1.7) p.p.

EBITDA 1,522 1,130 34.8% 1,380 10.3%

EBITDA Margin (%) 18.4% 15.6% 2.8 p.p. 17.4% 0.9 p.p.

Net Income 877 572 53.3% 364 140.7%

Net Margin (%) 10.6% 7.9% 2.7 p.p. 4.6% 6.0 p.p.

Earnings per share1 1.05 0.66 60.5% 0.43 145.3%
1 Consolidated Earnings per Share (in R$), excluding Treasury Shares.

The EBITDA in 3Q15 includes R$213 million from the operating gain in the sale of the dairy operations, as well as extraordinary 

expenses related to provision for doubtful accounts in foreign markets.
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Dear Shareholders, 

BRF´s international expansion intensified during the last quarter, 
helping drive the company´s results, maintaining a strong, sustainable 
growth rate. The plant in Abu Dhabi, an important element of this new 
phase, has been surpassing all the targets and consolidating the 
company´s presence and image in the Middle East.  

The company´s strong cash position has allowed it to push ahead with 
its expansion project in emerging markets, most recently through the 
agreement signed with the Qatar National Import and Export Co. 
(QNIE) to acquire its frozen food distribution business, a move which 
increments BRF´s positon in the Gulf region. In September, the 
Company took another step forward, this time in Latin America, with 
the acquisition of leading brands in Argentina. This acquisition was in 
line with the company´s strategy of accessing local markets, 
strengthening BRF brands and expanding its portfolio of branded 
products worldwide.  

The economic situation in Brazil is extremely challenging. We cannot 
ignore the turbulence inflicting the country, restricting credit and 
raising consumer´s cautiousness, along with the risk of a further 
increase in the already high tax burden. At the same time, this is a very 
important moment for BRF, with the return of Perdigão brand in 
important categories, establishing a new era for the domestic retail 
sector and fulfilling one of the Company´s dreams.  

BRF will continue to invest in its go to market strategy, brand portfolio 
and its employees, which are the key means for the Company to 
continue to grow and establish itself as a leading innovator on the food 
market in Brazil and the world.  

 
 
 

Abilio Diniz 
Chairman of the Board of 

Directors 

 
Pedro Faria 
Global CEO 
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3rd Quarter 2015 Results (3Q15) 
 
Strategic Highlights 

 

 In September 2015, BRF announced the conclusion of the issue of Agribusiness 
Receivables Certificates (Certificados de Recebíveis do Agronegócio -“CRA”) from 
exports contracted with BRF Global GmbH in favor of Octante Securitizadora S.A. The 
public offer came to R$1 billion, the largest in the segment, and was given a brAAA 
rating by Standard & Poor´s. The “CRAs” will be remunerated at the equivalent of 
96.9% of the DI Rate over a period of 9 months. 
 

 In September 2015, the Company announced to the market that, for the fourth 
consecutive year, it has been selected to be part of the Dow Jones Sustainability 
Index – Emerging Markets (“DJSI”). This is an index that assesses the sustainability 
performance of companies in the economic, environmental and social areas. It is a 
benchmark for investors which value companies with the best environmental 
practices.  

 

 In August 2015, the international risk classification agency Fitch Ratings (“Fitch”) 
announced that it was upgrading the global corporate scale rating and existing issues 

of BRF S.A. from “BBB-“ to “BBB”. Fitch also updated the national scale rating of BRF 

S.A. from “AA+ (bra)” to “AAA (bra)”. 
 

Subsequent Events 

 

 In October 2015, BRF concluded the share buyback program of its own shares which 
had been announced in August 2015. During this period, it acquired fourteen million 
five hundred thousand common shares at an average price of R$69.80. 
 

 In October 2015, BRF S.A. signed a binding memorandum of understanding (“MOU”) 
with Qatar National Import and Export Co. (“QNIE”) to acquire part of QNIE´s frozen 
food distribution business in the state of Qatar, based on a total value of US$140.0 
million. This move is in line with the company´s strategy to strengthen its presence 
in the Middle East. 

 
 Also in October 2015, the Company acquired from Molinos Río de la Plata the following 

brands in the frank, hamburger and margarine categories, all of which are present on 
the Argentinean retail market: Vieníssima, GoodMark, Manty, Delícia, Hamond, Tres 
Cruces and Wilson. The transaction came to approximately US$43.5 million and was 
in line with BRF´s strategy of making the Company globally active, accessing local 
markets, strengthening BRF brands and expanding its portfolio of products worldwide. 

 
 In October 2015, the international risk classification agency Moody´s announced that 

it was upgrading the global corporate scale rating and existing issues of BRF S.A. from 
Baa3 to Baa2. Moody´s maintained the stable outlook for the rating. 

 
 BRF announces at this date the approval of another Share Buyback Program which 

will contemplate the acquisition of up to 15 million common shares, corresponding to 
1.8% of the Company´s share capital, excluding treasury shares. The term of the 
Program will be up to 12 months from October 30, 2015 (inclusive) until October 28, 
2016. 
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Consolidated Result 3Q15 

 

 
 

Slaughter and Production 

 

 
 
Poultry slaughtering activities in 3Q15 grew by 3.8% y/y and 6.5% q/q while hog 
slaughtering operations expanded by 2.1% y/y and 7.8% q/q. However, beef 
slaughtering activities dropped by 11.3% y/y, due to the sale of BRF´s beef slaughtering 
plants to Minerva in October 2014. 
 
The volume of food production in 3Q15 was stable y/y, and 1.9% in higher than 2Q15, 
boosted by the higher volumes of meat produced. 
 
  

Production 3Q15 3Q14 y/y 2Q15 q/q

Poultry Slaughter (Million Heads) 448 432 3.8% 421 6.5%

Hog Slaughter (Thousand Heads) 2,464 2,414 2.1% 2,287 7.8%

Cattle Slaughter (Thousand Heads) 37 42 (11.3%) 38 (1.5%)

Production (Thousand Tons) 1,112 1,114 (0.2%) 1,091 1.9%

Meats 991 989 0.2% 961 3.1%

Other Processed Products 121 125 (3.2%) 130 (6.9%)

Feed and Premix (Thousand Tons) 2,637 2,641 (0.2%) 2,622 0.6%
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Net Operating Revenues (NOR) 
 

 

 
 

Consolidated NOR in 3Q15 amounted to R$8.3 billion, +14.4% y/y, driven by the average 
price in Reais, which was 18.4% higher, despite falling 3.4% in volumes in the same 
comparison. 
 
A quarterly comparison shows an increase of 4.7% in the NOR, impacted by volumes 
which were 1.9% higher combined with the increase by 2.7% in average prices in Reais. 
The positive highlights in the quarter that contributed to this growth were the Middle 
East and Africa (“MEA”), Europe/Eurasia and LATAM regions. 
 
Cost of Goods Sold (COGS) 

 

Total COGS in 3Q15 amounted to R$5.7 billion, 11.5% higher on an annual comparison, 
mainly as a result of the impact of the exchange rate variation on the prices of grains 
and imported packaging and input components, freight as well as higher utility and 
energy costs. Grains, which are the Company´s main cost component, showed an 
increase in prices in reais of 6.0% for soybeans, 9.2% for the corn and 17.0% for the 
soybean meal on an annual comparison. Despite the effect of the higher dollar, the COGS 
represented 68.6% of the NOR compared with 70.4% in 3Q14, a fall of 1.8 p.p. on an 
annual comparison.  
 
COGS rose by 5.4% over 2Q15, with corn showing a slight decline of 0.8%, whereas 
soybeans and soybean meal rose by 11.8% and 3.8%, respectively. As a percentage of 
NOR, COGS rose by 0.5 p.p.. 
 

NOR - R$ Million 3Q15 3Q14 y/y 2Q15 q/q
Total 8,281 7,238 14.4% 7,913 4.7%

COGS - R$ Million 3Q15 3Q14 y/y 2Q15 q/q

COGS (5,680)     (5,093)   11.5% (5,388) 5.4%

% of the NOR (68.6%) (70.4%) 1.8 p.p. (68.1%) (0.5) p.p.
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Gross Income  

 

 
 
Gross income amounted to R$2.6 billion in 3Q15 compared with R$2.1 billion in 3Q14, 
an increase of 21.3% in the period. Gross margin rose by 1.8 p.p., from 29.6% in 3Q14 
to 31.4% in 3Q15, boosted mainly by the better average prices in Reais obtained in all 
regions, especially led by the MEA (+34.8% y/y), Europe/Eurasia (+24.0% y/y) and 
LATAM (+56.7% y/y). 
 
Gross income was 3.0% higher than in 2Q15 despite a slight contraction of 0.5 p.p. in 
gross margin. This was brought about by the lower dilution of costs despite gains in 
volume (+2.0% q/q) and average prices in Reais (+2.7% q/q). 
 

Operating Expenses 
 

 
  
Operating expenses in 3Q15 were 23.3% higher than in the same period of the previous 
year. This was caused mainly by higher selling expenses (+20.9%), pushed upwards by 
more spending on wages, due to the collective wage agreement and the restructuring 
on the sales team in Brazil; higher investments in marketing and trade marketing in 
Brazil, MEA and LATAM regions, in line with the Company´s strategy of improving its 
positioning at the sales point and strengthening its brands; and higher expenses in 
storage, due to the stockpiling of commemorative items. There was also an increase of 
49.1% in administrative expenses in relation to 3Q14, mostly due to the impact of 
exchange rate variations on personal expenses from the international operations. 
 
In comparison with the previous quarter, there was an increase of 8.8% in operating 
expenses.  
 
It is worth noting that the operating expenses line started to consolidate the expenses 
of Federal Foods (the distributor acquired in the Middle East in April 2014), Alyasra (a 
distributor in the Middle East which BRF has held an equity stake of 75% in since 
November 2014) and Invicta (which BRF acquired in May 2015).  
 
  

Gross Profit - R$ Million 3Q15 3Q14 y/y 2Q15 q/q

Gross Profit 2,601 2,145 21.3% 2,525 3.0%

Gross Margin (%) 31.4% 29.6% 1.8 p.p. 31.9% (0.5) p.p.

Operating Expenses - R$ Million 3Q15 3Q14 y/y 2Q15 q/q

Selling Expenses (1,237)  (1,024)  20.9% (1,154)  7.2%

% of the NOR (14.9%) (14.1%) (0.8) p.p. (14.6%) (0.3) p.p.

General and Administrative Expenses (143)     (96)       49.1% (115)     24.9%

% of the NOR (1.7%) (1.3%) (0.4) p.p. (1.5%) (0.2) p.p.

Operating Expenses (1,381)  (1,120)  23.3% (1,269)  8.8%

% of the NOR (16.7%) (15.5%) (1.2) p.p. (16.0%) (0.7) p.p.
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Other Operating Results 
 

 
*Includes extraordinary expenses related to provision for doubtful accounts in foreign markets. Refer to Explanatory 
Note 30 of the Quarterly Financial Statement of 09.30.2015. 
 
The Company registered a negative result of R$209 million for Operating Results in 
3Q15, 3.0% higher than in 3Q14. This includes R$44 million in non-recurring expenses, 
of which R$23 million refers to restructuring costs. Excluding the impact of the non-
recurring expenses, the Other Operating Results line amounted to a negative R$164 
million. 
 
Operating Result (EBIT) 
 

 
 
The consolidated EBIT in 3Q15 came to R$969 million, 16.4% higher than the same 
period of the previous year. This was mainly due to higher gross income which more 
than offset the increase in operating expenses and the impact of equity income result, 
which declined from R$10 million in 3Q14 to a negative R$43 million in 3Q15, mainly 
because of Minerva´s results. EBIT margin was 0.2 p.p. higher on an annual comparison 
and came to 11.7%. 
 
A quarterly comparison shows that consolidated EBIT was 8.4% lower and EBIT margin 
declined by 1.7 p.p. 
 
Net Financial Results 
 

 
 
In 3Q15, BRF registered a negative result in the net financial line amounting to R$525 
million. This compared with a negative R$200 million in the same period of the previous 
year (162.7% higher y/y), mainly due to the exchange rate variation on gross loans and 
financing. 
 
It is worth mentioning that on July 1, 2015 BRF concluded the sale of its dairy division 
to Lactalis, and so, in the 3T15 the company didn´t register a currency variation gain on 
the exposure for the Dairy´s operation sales Agreement. 
 
During the quarter, the Company´s currency exposure impacting results went from 
US$92 million “short” in 2Q15 to US$65 million “short” in 3Q15.  

Other Operating Results - R$ Million 3Q15 3Q14 y/y 2Q15 q/q

Other Operating Revenues 191 23 734.3% 30 534.6%

Other Operating Expenses* (400)      (225)      77.3% (219)      82.3%

Other Operating Results (209)      (202)      3.0% (189)      10.3%

% of the NOR (2.5%) (2.8%) 0.3 p.p. (2.4%) (0.1) p.p.

3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q
Total 969 833 16.4% 1,058 (8.4%) 11.7% 11.5% 0.2 p.p. 13.4% (1.7) p.p.

EBIT
R$ Million  EBIT Margin

R$ Million 3Q15 3Q14 y/y 2Q15 q/q

Financial Income 1,700 616 176.2% (345)     592.4%

Financial Expenses (2,225)  (815)     172.9% (311)     (614.7%)

Net Financial Result (525)     (200)     162.7% (657)     (20.1%)
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Net Income 

 
The Net Income in 3Q15 includes R$190 million related to the operating gain from the sale of the dairy operations. 

 
The Company´s total net income was R$877 million in 3Q15, an increase of 53.3% y/y, 
positively impacted by the Income tax and Social contribution, according to Explanatory 
Note 13.3 of the Quarterly Financial Statements of 09.30.2015.  The net margin in the 
3Q15 was 10.6%, 2.7 p.p. higher in relation to the 3Q14. A quarterly comparison shows 
that net income increased by 140.7% while the net margin was up 6.0 p.p.  
 
As already mentioned, in July 2015, BRF announced that concluded the sale of its dairy 
division to Lactalis. The transaction amounted to approximately R$2.1 billion which was 
received on July 1, 2015. The sale positively impacted Net Income in 3Q15 by R$190 
million. 
 
EBITDA  
 

 
Includes R$213 million in the EBITDA and R$190 million in the Net Income of the 3Q15 from the operating gain in the 
sale of the dairy operations. For more details, refer to Explanatory Note 12.1.2 of the Quarterly Financial Statements of 
09.30.2015. 

EBITDA - Quarterly History 
(R$ Million) 

 
* The EBITDA in 3Q15 includes R$213 million from the operating gain in the sale of the dairy operations. 

 

The Company´s consolidated EBITDA amounted to R$1.5 billion in 3Q15, an increase of 
34.8% y/y, and an EBITDA margin of 18.4%, (+2.8 p.p. y/y), positively impacted by a 
stronger operating result, particularly on the international markets. A quarterly 
comparison shows that EBITDA expanded by 10.3%, gaining of 0.9 p.p. in margin.  
 
EBITDA also includes extraordinary expenses related to provision for doubtful accounts 
in foreign markets. 
 

Net Income - R$ Million 3Q15 3Q14 y/y 2Q15 q/q

Net Income 877 572 53.3% 364 140.7%

Net Margin (%) 10.6% 7.9% 2.7 p.p. 4.6% 6.0 p.p.

EBITDA - R$ Million 3Q15 3Q14 y/y 2Q15 q/q

Net Income 877 572 53.3% 364 140.7%

Income Tax and Social Contribution (212)   65 (424.1%) 29 (839.0%)

Net Financial 525 200 162.7% 657 (20.1%)

Depreciation and Amortization 332 292 13.8% 330 0.7%

EBITDA 1,522 1,130 34.8% 1,380 10.3%

EBITDA Margin (%) 18.4% 15.6% 2.8 p.p. 17.4% 0.9 p.p.
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Performance by Region 

 

Net Operating Revenues (NOR) 
 

  
 

 
 
 
 

EBIT  
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Brazil 

 

 
 

 
 

We ended the third quarter of 2015 with an even more challenging situation in Brazil. 
The increase in interest rates, inflation and unemployment has had a negative effect on 
the business environment and, in turn, has also caused a slowdown in consumption, with 
stronger pressure on volumes and prices in this quarter. 
 
The volume of products sold in Brazil amounted to 600 million tons, 1.8% lower y/y, due 
to a decline of 26.2% in other sales (animal feed, breeding animals and by-products). 
The volume of processed products increased by 3.0% over 3Q14. There was an increase 
of 3.1% in the total volume in Brazil over 2Q15, boosted by higher 46.1% volume of 
other sales, up 46.1%, and a slight increase of 0.6% in processed products. If we exclude 
the other sales line, volume rose by 1.4% y/y and was stable on a quarterly comparison. 
 
NOR in Brazil was R$3.9 billion, 3.8% higher on an annual comparison, particularly as a 
result of higher processed foods revenues, up 7.8% and fresh poultry, up 8.0%. A 
quarterly comparison shows NOR stable, considering that the decrease in revenues from 
processed products (-1.8%) was offset by higher in revenues from fresh poultry sales 
(+5.9%) and other sales line (+20.2%). If we exclude the effect of other sales, NOR 
increased 4.8% y/y and declined 1.3% q/q. 
 
EBIT in Brazil was R$226 million, 44.9% lower on an annual comparison and 41.9% on 
a quarterly comparison. Resulting in a contraction of 5.1 p.p. in EBIT margin in the 
annual comparison and 4.1 p.p. in the quarterly comparison. This was mainly due to 
higher costs, as a result of the impact of the exchange rate, which impacted gross 
margin, and higher operating expenses, impacted by higher investments in marketing, 
trade marketing and the go to market strategy.  Additionally, results in Brazil were also 
adversely affected by other operating results, as previously explained, as well as the 
equity income from Minerva, in which BRF has an equity stake of 15.1%. 
 
Faced with this more challenging economic situation, the implementation of initiatives 
stressing operating excellence, particularly in managing costs and the commercial area, 
that will leverage growth in the market, remain priority issues for BRF as it aims for the 
recovery of the operating margin in Brazil. The Company remains confident about its 
strategy and ability to resume growth in Brazil through greater internal efforts to reduce 
the cost to serve, a stronger commercial structure that is regionally focused and with 
better execution, as well as strengthening BRF´s leadership by repositioning the main 
brands.  
 
 

3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q
Brazil 226 410 (44.9%) 389 (41.9%) 5.7% 10.8% (5.1) p.p. 9.8% (4.1) p.p.

EBIT
R$ Million  EBIT Margin
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 Level of service and cost to serve 
 
The Company presses on with its strategy to review its logistics processes and introduce 
initiatives that will increase its level of service, in order to improve the relationship with 
its clients. As a result, since the beginning of the year, BRF Brazil has improved its level 
of service by more than 15 percentage points (measured by the OTIF – “on time in full”). 
 
Furthermore, the Company started a project aiming to reduce the cost of servicing clients 
through better processes, operating synergy gains and less idle capacity. The Company 
has already started seeing the results of this initiative having reduced the cost to serve 
by approximately 1.5% in the first nine months of the year. Looking ahead, we see that 
we have room to continue capturing improvements in the cost of service with the 
redesign of the logistics network and constantly increasing its efficiency. 
 

 Commercial Team 
 
Following the reorganization of the commercial structure into regional management 
areas, the Company presented good results in its main sales indicators. During the first 
nine months of this year, BRF registered an increase of 9% in the number of clients 
attended in relation to 2014. Moreover, the execution at the sales point has been 
developed, with better prices adherence, marketing materials, rupture reduction, and 
increase in the number of SKUs per sales points. Finally, an expressive increase in the 
level of adherence to the visits plan has been noted, mainly due to the adjustments in 
the geolocation technology of the sales points, favoring the routing and the delivery grid 
logistics.  
 
Another point worth highlighting is the initiative to implement refrigeration equipment 
into the points of sale with the BRF brand, which not only promotes the brand but also 
boosts the sales of our products and strengthens the relationship with the clients through 
the expansion of chilled areas in the stores. The adherence of the sales points to this 
initiative was very positive, bearing in mind that the number of freezers dealt with so far 
was above expectations. 
 
For 2016, the new Go-to-Market Project, that began in 2014 and continues to gain 
strength and new upgrades in 2015, will make the team productivity even more efficient, 
favoring adjustments in the routes, balancing the sales personnel visits and obtaining 
logistical gains, not only for the supermarket but also for the traditional retail channel. 
 

 Return of Perdigão 
 
The third quarter of this year represents a landmark moment for BRF, with the return of 
important categories under the Perdigão brand after the end of the restriction period 
demanded by Brazil´s anti-trust agency, the CADE. These categories include ham, 
cooked ham; smoked and cured sausage; and pork festive line (commemorative 
products), such as, pork loin, pork shoulder and glazed pork. 
 
With the return of Perdigão, BRF will have a complete portfolio of brands that will allow 
it to strengthen and differentiate the strategy of the positioning of its main brands, Sadia 
and Perdigão.  
 
In this context, Sadia is gaining ground to open a more premium segment on the 
processed food market, backed by a superior quality and attributes of innovation and 



 

12 

 

modernism. The latest brand campaign carried out in the media is an example of this 
repositioning as it brings the relaunch under the Sadia brand of the gourmet hams that 
include Royale, Parma and Cooked. Although Sadia is the great representative of BRF´s 
innovation and superior positioning, it remains a mainstream brand available to all 
consumers. 
 
On the other hand, Perdigão will focus on the access categories of the proteins universe. 
It will use the attributes of a “family” brand that “pleases everyone” and the possibility 
of offering a smart choice to the consumer who is looking for the BRF standard of quality 
at a more accessible price.  
 
Sales by Channel – Brazil 
(% of Net Operating Revenues - NOR) 
 

 
 

 
 

 
 
 
 
  

Wholesale
Distributors, wholesalers and small business representatives belonging to board route 

retail customers.

Supermarket
Accounts of large customers (key accounts) with national coverage from 1 to 50 

checkouts, including the wholesaler branches known as "atacarejos".

Food Services
Clients of the Food Services channel, such as restaurants, hotels, pizzerias, industrial 

kitchens, Government Agency, etc..

Retail
Smaller clients in the retail industry, such as supermarkets, butchers, grocery, bakery, 

etc.
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Middle East/Africa (MEA) 
 

 
 

 
 
NOR in the MEA region was R$1.9 billion in 3Q15, 26.2% above the 3Q14 result, boosted 
by the increase of 34.8% in average prices in Reais (-13.5% in dollar terms) despite 
lower volumes (-6.4% y/y), impacted mainly by a reduction in Angola (Africa). 
 
A quarterly comparison shows NOR increasing 7.4% as a result of an increase of 6.1% 
in average prices in Reais (-8.1% in dollar terms). There was a slight increase of 1.3% 
in volumes, with a positive contribution from Africa which showed improvement in 
volumes in the quarterly comparison. 
 
EBIT from the MEA region in 3Q15 showed an impressive growth of 255.5% on an annual 
comparison, totaling R$365 million. The EBIT margin also showed a strong increase, of 
12.5 p.p. y/y, to 19.4%, benefiting from higher revenues in the period. This more than 
offset higher expenses related to marketing, trade marketing and sales in the Middle 
East which help to strengthen our brands´ presence in the region. The EBIT in the region 
also increase in relation to 2Q15 up 1.1 p.p. in margin. 
 
 Middle East 
 
BRF registered stable volumes in the region during the period (-1.0% y/y and -0.1% 
q/q) and significant increase in average prices in Reais up 35.6% on an annual 
comparison and 6.4% on a quarterly comparison. The Company´s strategy of acquiring 
distributors in the region allowed BRF to advance in the value chain and introduce 
products with higher added value, resulting in better prices and greater control over the 
retail side. It was against this backdrop that the Company signed a binding memorandum 
of understanding to acquire part of the frozen food distribution business from the Qatar 
National Import and Export Co. in the State of Qatar. This allows BRF to control a large 
part of its distribution network throughout the Gulf region, further strengthening its 
presence. 
 
 Africa 
 
Africa is experiencing a shortage of dollars due to the imbalance in its trade balance 
resulting from the fall in oil prices, limiting its ability to import a variety of products, 
including animal protein. Consequently, volumes in the region fell by 28.5% on an annual 
comparison despite the increase of 18.5% in the average price in Reais in the same 
comparison. On a quarterly comparison, volumes recovered by 9.7%, with average 
prices in Reais 7.7% higher, highlighting the local BRF team´s ability to cope with the 
situation and also increase volumes in the subsequent quarters. 
 

3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q

In Natura 1,753 1,331 31.8% 1,634 7.3% 254 260 (2.4%) 252 0.9% 6.90 5.11 35.0% 6.49 6.3%

Poultry 1,711 1,275 34.2% 1,597 7.2% 247 250 (1.2%) 245 0.8% 6.92 5.09 35.9% 6.51 6.3%

Pork 32 43 (25.4%) 29 11.9% 6 9 (31.4%) 6 5.9% 5.29 4.87 8.6% 5.01 5.6%

Beef 0 7 (93.9%) 1 (39.4%) 0 1 (89.5%) 0 2.0% 5.57 9.50 (41.4%) 9.37 (40.5%)

Others 9 5 80.9% 8 20.6% 1 0 52.2% 0 17.0% 16.31 13.72 18.9% 15.82 3.1%

Processed Foods 128 161 (20.0%) 118 9.3% 20 33 (38.1%) 19 5.2% 6.32 4.89 29.2% 6.09 3.9%

Total 1,882 1,491 26.2% 1,752 7.4% 274 293 (6.4%) 271 1.3% 6.86 5.09 34.8% 6.47 6.1%

MEA
R$ Million Thousand Tons Average Price - R$

3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q
MEA 365 103 255.5% 321 13.8% 19.4% 6.9% 12.5 p.p. 18.3% 1.1 p.p.

EBIT
 EBIT MarginR$ Million
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Asia 

 

 

 

NOR in Asia amounted to R$764 million in 3Q15, equivalent to a fall of 7.5% on an 
annual comparison. This decline was mainly due to lower volumes which decreased by 
18.6% y/y, impacted by isolated factors related to market access; this overcame the 
increase of 13.6% y/y in average prices in Reais (-27.1% in dollar terms)1. A quarterly 

comparison shows NOR decreased by 14.9% influenced by a decrease of 14.0% in 
volumes and slight reduction of 1.1% in average prices in Reais (-14.4% in dollar terms). 

 
EBIT from Asian operations amounted to R$146 million in 3Q15, a decline of 13.7% on 
an annual comparison. This led the EBIT margin to contract by 1.4 p.p., dipping from 
20.4% in 3Q14 to 19.1% in 3Q15. EBIT margin decreased by 5.8 p.p. over 2Q15. 
 
 Japan and South Korea 
 
The Company experienced a decline in volumes in Japan, the most representative market 
in Asia, and also in South Korea. These were down on an annual (-5.4%) and quarterly 
comparisons (-10.9%), due to isolated export issues related to market access. Average 
prices in Reais were higher (+9.3% y/y and +2.3% q/q), thanks to BRF´s strategy of 
improving its positioning on the Japanese market, strengthening its proximity to the 
markets and increased focus on improving the level of service. 

 China and Hong Kong 
 
China and Hong Kong jointly presented a fall in volumes both on an annual comparison 
(-36.0%), influenced by lower volumes in Hong Kong as a result of higher stocks in the 
region, as well as on a quarterly comparison (-22.1%). Despite lower volumes, average 
prices in this region rose by 14.6% in Reais terms on an annual comparison, driven by 
China, but showed a decline of 9.0% q/q, mainly as a result of lower prices in Hong 
Kong. 

 Singapore and Southeast Asia 
 
In Singapore and Southeast Asia, strategic markets for the Company, there was a 
reduction in volumes in both comparisons (-14.3% y/y and -5.9% q/q), despite the rise 
in average prices in Reais of 17.5% y/y and 1.2% q/q.  
 

                                                           
1 Note some of the sales in Asia region are in local currency. 

3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q

In Natura 748 807 (7.3%) 877 (14.7%) 106 130 (18.6%) 123 (13.9%) 7.05 6.19 13.9% 7.11 (0.9%)

Poultry 666 689 (3.3%) 798 (16.5%) 96 115 (16.3%) 114 (15.6%) 6.93 6.00 15.5% 7.00 (1.0%)

Pork 76 111 (31.0%) 72 5.4% 10 15 (35.3%) 9 9.2% 7.97 7.48 6.6% 8.26 (3.5%)

Beef 6 8 (21.6%) 7 (13.2%) 0 1 (39.9%) 1 (27.0%) 13.04 10.00 30.5% 10.98 18.8%

Processed Foods 16 20 (17.3%) 22 (24.3%) 2 3 (20.0%) 3 (16.0%) 7.51 7.26 3.5% 8.33 (9.8%)

Total 764 827 (7.5%) 899 (14.9%) 108 133 (18.6%) 126 (14.0%) 7.06 6.21 13.6% 7.14 (1.1%)

Asia
R$ Million Thousand Tons Average Price - R$

3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q
Asia 146 169 (13.7%) 223 (34.8%) 19.1% 20.4% (1.4) p.p. 24.9% (5.8) p.p.

R$ Million  EBIT Margin
EBIT
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BRF has being increasing its representativeness in the Southeast Asian market since the 
beginning of this year, particularly in Singapore through BRF SATS (JV with SFI). It has 
also been moving to new markets, such as the Maldives, Timor and New Caledonia. 
 

Europe/Eurasia 
 

 
 

 
 
NOR from the Europe/Eurasia region amounted to R$1.1 billion in 3Q15, an increase of 
53.6% on an annual comparison. This was due to higher volumes (+23.9%), driven by 
Russia, combined with higher average prices in Reais up 24.0% on an annual comparison 
(-20.5% in dollar terms)2. 
 
A quarterly comparison shows that NOR for the region grew by 32.8% due to an increase 
of 13.6% in volumes and average prices in Reais that were 16.9% higher than in 2Q15 
(+1.2% in dollar terms). The volumes rose in Europe as well as in the Eurasia markets. 
 
EBIT for this region was R$192 million in 3Q15, an increase of 39.3% on an annual 
comparison and 61.6% on a quarterly comparison. The EBIT margin shrank by 1.7 p.p. 
on an annual comparison, due to lower average prices in Reais in Russia, as previously 
mentioned. However, the quarterly comparison shows that margin improved by 3.0 p.p., 
due to a combination of higher prices in Reais, larger volumes and greater dilution of 
operating expenses. 
 
 Europe 
 
Volumes in Europe grew by 3.8% y/y and 10.8% q/q, while average prices in Reais also 
increased during the quarter by 39.5% y/y and 21.1% q/q. The Company is further 
enhancing its presence in this market through customization of its products, adding more 
value to its portfolio and segmenting its clients base to prioritize those that are more 
profitable as well as increase the presence in the Food Services. 
 
The presence on the European market also allows access to a number of markets that 
are already developed in terms of protein consumption and are, therefore, essential in 
accompanying the main trends on the food market and an important center of 
innovation.  
 

                                                           
2 Note some of the sales in Europe region are in local currency. 

3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q

In Natura 607 299 103.1% 398 52.6% 57 33 70.7% 44 30.3% 10.71 9.00 19.0% 9.14 17.2%

Poultry 313 131 140.0% 177 77.1% 29 21 37.7% 23 27.7% 10.80 6.20 74.3% 7.79 38.7%

Pork 253 132 92.2% 186 36.2% 26 11 144.9% 19 35.0% 9.65 12.29 (21.5%) 9.56 0.9%

Beef 41 37 11.0% 35 16.2% 1 1 1.4% 1 6.0% 28.01 25.61 9.4% 25.54 9.7%

Processed Foods 516 433 19.4% 449 15.1% 44 48 (8.6%) 45 (2.6%) 11.85 9.07 30.7% 10.03 18.2%

Total 1,124 731 53.6% 846 32.8% 100 81 23.9% 88 13.6% 11.21 9.04 24.0% 9.59 16.9%

Europe/Eurasia
R$ Million Thousand Tons Average Price - R$

3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q
Europe/Eurasia 192 138 39.3% 119 61.6% 17.1% 18.8% (1.7) p.p. 14.0% 3.0 p.p.

R$ Million
EBIT

 EBIT Margin
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Eurasia 

There was a sharp increase of 129.5% in volumes in Eurasia on an annual comparison, 
due to previously explained reason, despite average prices in Reais decreasing by 17.8% 
on the same comparison base. There was a rise in volumes (+21.0%) over 2Q15 and 
average prices in Reais (+6.3%). 
 
The most representative country within Eurasia is Russia, where BRF has a strong 
presence, particularly in the pork market. The Russian market was affected in 2014 by 
the ban on poultry and pork from the US and Europe which contributed to the increase 
in average prices in 3Q14. 
 
However, the economic recovery seen in Russia since 2Q15 has allowed the Company 
to resume its sales there, resulting in the increase in volumes and prices seen in this 
region on a quarterly comparison.  
 

Latin America (LATAM) 
 

 
 

 
  
Volumes in the LATAM region showed a decrease of 6.8% on an annual comparison, 
mainly due to the lack of volumes shipped to Venezuela. Despite this, NOR was up by 
46.1%, amounting to R$565 million, driven by higher average prices in Reais up 56.7% 
higher (+0.5% in dollar terms). This more than offset the reduction in volumes on the 
same comparison. 
 
When we exclude Venezuela, NOR from the LATAM region expanded by 73.3% and the 
volumes were 12.4% higher on an annual comparison. 
 
The NOR showed an increase of 23.5% over 2Q15, boosted by an increase of 11.2% in 
volumes combined with average prices in Reais that were 11.1% higher (-3.8% in dollar 
terms).  
 
The operating result from LATAM showed a sharp increase of 197.2% on an annual 
comparison and 584.8% on a quarterly comparison. EBIT margin was 7.2%, an 
impressive increase of 3.7 p.p. over 3Q14 and 5.9 p.p. over 2Q15. This was due to the 
expansion of the gross margin combined with a greater dilution of expenses. 
 
  

3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q

In Natura 221 176 26.2% 163 36.0% 26 32 (18.6%) 23 12.4% 8.46 5.46 55.0% 6.99 21.0%

Poultry 140 115 21.5% 97 44.5% 20 24 (16.9%) 17 17.7% 6.96 4.76 46.2% 5.67 22.7%

Pork 6 8 (31.5%) 10 (47.1%) 1 2 (50.6%) 1 (44.8%) 6.96 5.02 38.6% 7.26 (4.2%)

Beef 65 46 40.0% 46 39.1% 4 5 (24.3%) 4 10.2% 16.33 8.83 84.9% 12.94 26.2%

Others 11 6 85.5% 9 25.7% 1 1 16.2% 1 11.4% 8.72 5.46 59.6% 7.73 12.8%

Processed Foods 332 197 68.3% 281 18.0% 32 31 5.7% 29 10.5% 10.25 6.43 59.3% 9.59 6.8%

Others Sales 12 14 (17.7%) 13 (14.6%) 0 0 - 0 (100.0%) - - - 189.91 -

Total without Other Sales 553 373 48.5% 444 24.6% 59 63 (6.8%) 53 11.3% 9.45 5.93 59.3% 8.44 12.0%

Total 565 387 46.1% 457 23.5% 59 63 (6.8%) 53 11.2% 9.65 6.16 56.7% 8.68 11.1%

LATAM
R$ Million Thousand Tons Average Price - R$

3Q15 3Q14 y/y 2Q15 q/q 3Q15 3Q14 y/y 2Q15 q/q
LATAM 41 14 197.2% 6 584.8% 7.2% 3.6% 3.7 p.p. 1.3% 5.9 p.p.

EBIT
R$ Million  EBIT Margin
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 Southern Cone 
 
The Southern Cone showed a growth in volumes on an annual comparison (+6.1%) as 
well as quarterly comparison (+11.2%). Argentina, which is the most representative 
market in the Southern Cone region, registered an increase in volumes on a quarterly 
comparison after the ending of strikes that occurred in two of the Company´s plants 
during the second quarter. Chile, a market in which the Company has been increasing 
its presence over the last few months, also made a positive contribution to greater 
volumes. The average prices in Reais in the Southern Cone were up by 61.9% y/y and 
11.3% q/q, mainly due to the ability to pass on prices in Argentina, as well as higher 
prices in Chile. 
 
In October 2015, the Company announced the acquisition of seven brands on the 
Argentinean retail market (Vieníssima, GoodMark, Manty, Delícia, Hamond, TresCruces 
and Wilson) in the Sausage, Hamburger and Margarine categories. This transaction is in 
line with the Company´s strategy of gaining presence, adding value to its portfolio and 
strengthening its brand in the categories that BRF regards as focal points in this market. 
 
 Americas 
 
In the Americas, BRF registered a significant fall in volumes on an annual comparison (-
39.6%), impacted by the absence of shipments to Venezuela, as already mentioned. 
Excluding the impact of Venezuela from the analysis, the Company showed a significant 
increase in volumes on an annual comparison. The quarterly comparison shows that the 
volumes expanded by 11.1%, with an increase in volumes to Canada, Cuba and the 
Caribbean countries. Average prices in Reais for the Americas region grew 10.4% on an 
annual comparison and 9.2% on a quarterly comparison. These figures were positively 
impacted by a favorable exchange rate. 
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Debt 
  

 
The Total Gross Debt, as shown above, amounting to R$15,975 million, accounts for the total financial debt, plus other 
financial liabilities, in the amount of R$1.052 million, as stated in Explanatory Note 20 of the Quarterly Financial Statement 
of 09.30.2015. 
 

 

Net Debt/EBITDA Evolution  

 
*Does not include the results of the dairy operations, the sale of which was concluded 
on July 1, 2015.  
** The EBITDA in 3Q15 includes R$213 million from the operating gain made in the 
sale of the dairy division. 

 
The Company´s net debt was R$6.9 billion in 3Q15, 16.8% higher than the amount 
registered on 30.06.15, resulting in a Net Debt/EBITDA ratio (last 12 months) of 1.24x 
compared with 1.26x in 1Q15 and 1.12x in 2Q15. BRF had a strong operating result in 
the period. However, net debt was negatively impacted by the exchange rate variation 
in the gross debt, as well as by the share buyback program. 
 
Rating 
 
The company has BBB investment grade rating from Standard & Poor’s, BBB from Fitch 
Ratings and Baa2 from Moody’s, with a stable outlook from Standard & Poor´s and 
Moody´s and negative outlook from Fitch.  
 
  

12.31.2014

Current Non-Current Total Total

Debt

Local Currency (1,857) (2,287)         (4,144)   (3,993)        3.8%

Foreign Currency (1,349) (10,482)       (11,831) (7,854)        50.6%

Gross Debt (3,206) (12,769)       (15,975) (11,847)       34.8%

Cash Investments

Local Currency 1,424 527 1,951 2,220 (12.2%)

Foreign Currency 7,075 0 7,075 4,594 54.0%

Total Cash Investments 8,498 527 9,025 6,815 32.4%

Net Debt 5,293 (12,242)       (6,949)   (5,032)        38.1%

Exchange Rate Exposure - US$ Million -      -             (84)       567 (114.7%)

09.30.2015
R$ Million ∆ %
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Investments (CAPEX) 

Investments carried out in the quarter amounted to R$633 million, an increase of 23.7% 
y/y and a slight decline of 1.9% q/q. Of this amount, R$406 million was deployed in 
efficiency, growth and support measures, R$147 million in biological assets and R$80 
million for other investments and leasing transactions. 
 
The following projects are worth highlighting for the quarter: 
 

 Operational Footprint: optimizing production among the plants in order to reduce 
the cost to serve of each product. The optimization process takes into account 
aspects covering the cost of production, logistics, taxation and better production 
allocation. The review is also currently exploring ways of improving the 
Company´s mix of products and increasing investments for higher added value 
products in line with the Company´s strategy. The reassessment of the footprint 
also brings greater flexibility and agility to the productive process. 

 

 Automation: the aim is to bring a financial return and help increase the 
Company´s ROIC as well as reduce the turnover at the plants and handle any 
problems concerning employees´ ergonomics. 
 

The two above-mentioned projects will continue to be the focus points and highlights of 
the Company´s CAPEX in the coming two years. 
 
Financial Cycle 

Financial Cycle 
(Acc. Receivable + Inventories – Acc. Payable)/NOR 

 
*Does not include the results of the dairy operations, the sale of which was concluded on July 1, 2015.  

 
The financial cycle ended the 3Q15 at 38.8 days compared with 41.1 days at the end of 
3Q14. This represents an improvement of 2.3 days on an annual comparison and was 
achieved mainly by the ongoing increase in the turnover of the accounts payable, 
resulting from the projects that were implemented in 2014 and 2015. This more than 
offset the higher inventories in transit since the acquisition of the distributors in the 
Middle East. 
 
The financial cycle deteriorated over 2Q15, with an increase of 4.4 days mainly due to 
inventories which are seasonally affected by the rebuilding of grain stocks along with an 
increase in inventories of finished products in Brazil (commemorative items). This 
increase offset the positive variations obtained in the accounts payable line in the same 
comparison. 
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In percentage terms, the financial cycle was 10.8% of the NOR. This was in line with the 
amount registered in 3Q14 and slightly higher than the percentage in 2Q15 (9.5%) due 
to the reasons already mentioned.  
 
Free Cash Flow 

 

 

*Does not include the results of the dairy operations, the sale of which was concluded on July 

1, 2015. 

** The EBITDA in 3Q15 includes R$213 million from the operating gain made in the sale of the 

dairy division. 

 
Simplified free cash flow (FCF = EBITDA – Variation in the Financial Cycle – CAPEX) 
totaled R$3.8 billion in accumulated terms over the last 12 months and was in line with 
the accumulated performance of the previous period. The operating improvement 
registered in the quarter was partly offset by the seasonal increase in the financial cycle 
for the reasons already explained.   
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Stock Market 
 
The Company had a market capitalization of R$61.6 billion at the end of the quarter.  

 
 

Performance of shares at BM&F Bovespa (9M15) 
 

 
 

Source: Bloomberg 

 
 
 
 
 
 
  

Performance 3T15 3T14 2T15

BRFS3 - BM&F Bovespa

Share Price - R$* 70.59 58.24 65.68

Traded shares (Volume) - Million 169 117 139

Performance 7.5% 9.1% 3.8%

Bovespa Index (15.1%) 1.8% 3.8%

IGC (Brazil Corp. Gov. Index) (12.1%) 0.5% 2.5%

ISE (Corp. Sustainability Index) (10.1%) 0.2% 1.9%

BRFS - NYSE

Share price - US$ * 17.79 23.79 20.91

Traded shares (Volume) - Million 142 68 104

Performance (14.9%) (2.1%) 5.7%

Dow Jones Index (7.6%) 1.3% (0.9%)

* Closing Price

BRFS3

BRFS
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Performance of ADRs at NYSE (9M15) 
 

 
 

Source: Bloomberg 

 
 
Diffused Control 

 
 
 

 
Base: 09.30.2015 
Number of shares: 872,473,246 (common) 
Capital Stock: R$12.5 billion 
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Social Balance Sheet and Human Capital 

BRF is continuing to capture synergies and operating efficiencies. The Company operates 
with a strategic geographical positioning and has 35 plants in Brazil, 7 industrial units in 
Argentina, 2 in Europe (England and Holland) and 1 in the United Arab Emirates (Abu 
Dhabi), 20 distribution centers in Brazil and 17 abroad, 23 offices on the international 
market along with Transit Shift Points (TSPs), poultry farms and sales associates. The 
Company currently has a workforce of over 96,000 employees throughout the world who 
are focused on the continuous improvement of quality indicators, the level of service and 
carrying out their work. 

The movement to transform the Company, in synergy with the Viva BRF program, 
continues to show appreciation for human capital and is implementing programs to 
develop BRF´s current and future leaders. A program called I am a BRF Leader (Eu Sou 
Líder BRF) was created this quarter in which the entire leadership was invited to become 
involved in the transformation movement. We are also continuing with our programs to 
develop future leaders, to make BRF more attractive to young professionals on the 
market, through programs that accelerate the career path and provide great 
opportunities for growth, such as that carried out with young leaders in the Commercial 
area in Brazil and the “Youngers Impact” program (Jovens de Impacto).  

 
Health, Safety and Environmental Management 
 
The Health, Safety and Environmental Management supervision (HSE) continues to focus 
on reducing accidents at work and has been consolidating its performance every year. 
In 3Q15, there was a frequency rate of accidents with lost time of 1.62, an improvement 
over the rate of 1.69 registered in 2Q15. The Company´s challenge is to reach 1.30 as 
a maximum admissible figure for 2015. Meanwhile, the severity rate of accidents with 
lost time was 56% lower than in 2014.  
 
Stock Options Plan 
 
The Company currently has 8,727,904 stock options granted to 191 executives, with a 
maximum exercise period of five years, as established in the Regulations of the Stock 
Option Plan approved on 03.31.10 and amended on 04.24.2012, 04.09.2013, 04.03.2014 
and 04.08.2015, at the Annual Ordinary and Extraordinary Shareholders´ Meetings. 
These involve the CEO, vice-presidents, directors and other BRF executives. 
 
Relationship with the independent auditors 
 
The Company announces that, under the Brazilian Securities and Exchange Commission 
(CVM) Instruction Nº 381 of January 14, 2003, its policy of contracting services not 
related to the external audit is based on principles that preserve the independence of 
the auditor.  
 
Within the terms of the CVM Instruction 381/03, during the period of nine months ending 
on September 30, 2015 Ernst & Young Auditores Independentes S.S. was hired to 
undertake services not related to the external audit (net assets evaluation report and 
comfort letter for the issue of Senior Notes). This project represented approximately 
26% of the value of the consolidated fees related to the external auditor for BRF and its 
subsidiaries. The Ernst & Young Auditores Independentes S.S. informed us that the 
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provision of such services did not affect its independence and objectiveness, under the 
description and scope of the procedures executed. 
 
Within the terms of the CVM Instruction 480/09, the management declares that, at a 
meeting held on 29.10.2015, it discussed, reviewed and agreed with the information 
expressed in the review of the independent auditors´ report on the financial information 
related to 3Q15. 
 

Disclaimer 

 
The statements in this report related to the Company's business perspective, projections and results, and its growth 
potential are mere forecasts and have been based on the management's expectations of the Company's future. These 
expectations are highly dependent on market changes and the overall economic performance of the country, the sector 
and international markets; they are, therefore, subject to changes. 
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The Net Income includes operating gain in the sale of the dairy division in the total amount of R$190 million. For more 
details, see the Explanatory Note 12.1.2 of the Quarterly Financial Statements of 09.30.2015. 
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The Net Income includes R$183 million related to the operating gain from the dairy division. For more details, see the 
Explanatory Note 12.1.2 of the Quarterly Financial Statements of 09.30.2015. 
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