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Public companies mentioned herein: GOL Airlines (GOLL BZ), Smiles (SMLE3 BZ), LATAM (LFL) and Delta Airlines (DAL).

Highlights
A distressed Brazilian airline, the presenter sees GOL Airlines as having a fundamentally misunderstood and mispriced capital
structure. The company is the largest airline in Brazil, and the only publicly traded airline operator in the country. GOL has
approximately $600 million in unsecured debt across 3 separate issues. While he believes all the bonds appear cheap at current levels,
the presenter is recommending the 8.875% bond due in 2022, which effectively creates the business at about 5 times forward EBITDA.
Currently trading in the high 60s largely due to ongoing macro weakness in Brazil, the presenter believes the bond will ultimately trade
to par. A performing credit despite its distressed pricing, it has a one year return profile of 40-45 percent. The presenter expects various
positive catalysts to play out over the next 6-12 months, with investors getting paid a 13% current yield while they wait.
The presenter’s view differs from the market in two key ways: available liquidity and industry fundamentals – including the
potential for industry consolidation.
Liquidity: GOL appears to have just 18 months of liquidity on paper. The company is essentially at free cash flow
breakeven before cap ex and debt amortization, and owes about a billion reals in debentures held by two banks, with
about 400 million in reals coming due in 2018 and 2019. However, the presenter believes the company has a number of
levers available to it.
The billion in reals is unsecured and held by two “friendly” Brazililian banks that are not inclined to be
aggressive, according to the presenter.
Additionally, GOL has unpledged accounts receivable, and as much as $200 million of untapped equity in GOL’s
unencumbered aircraft. Most importantly, however, the company enjoys certain benefits from its ongoing
relationship to GOL’s publicly listed frequent flyer program, Smiles (SMLE3 BZ) (GOL owns 54% of the company).
Typical of such programs, Smiles buys seats from GOL at a discount and then sells miles to various
credit card companies whose customers eventually redeem for flights. GOL’s financial interest in
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Smiles is equivalent to roughly USD $1 billion, according to the presenter, which in essence represents
a form of untapped liquidity.
An additional important point as it pertains to Smiles is that the program generates strong free cash
flow and the company needs to put that capital to work. Smiles is in effect lending money to GOL on
an unsecured basis by buying seats from GOL in advance at a discount. Smiles last year bought about
1 billion reals in seats in advance from GOL. The arrangement makes sense for both parties given their
symbiotic relationship – Smiles gets an attractive effective yield by buying seats at a discount, and at
the same time helps ensure that GOL - its sole vendor - remains viable.
Smiles has used up nearly all the seats it purchased in advance from GOL last year, and the presenter
expects that Smiles could once again look to make purchases in advance.
The presenter noted that GOL’s interest in Smiles provides for various hedging strategies for investors
who are concerned about the potential for GOL debt to once again trade at distressed levels.

Industry fundamentals: The market is dominated by GOL and LATAM (LFL). Both companies are reducing capacity faster
than demand in the region is falling, in the high single digit range. Meanwhile, a single irrational player – Avianca Brazil –
continues to add capacity at a similar rate. A highly distressed private company, Avianca increasingly has been defaulting
on its leases, according to the presenter. He believes the company could eventually end up being acquired or liquidate
altogether. In that context, potential consolidation could meaningfully impact industry fundamentals, with the potential
for materially higher yields and less overall leverage for the surviving players.
The presenter believes GOL is perhaps the most highly levered Brazilian company to the USD:BRL exchange rate. Reals are
currently trading at 3.2 to 1 to the dollar, but the exchange rate previously had been as high as 4 to 1. The recent real strength has
been a strong tailwind for GOL, as the company’s debt and operating leases are denominated in dollars while 100% of its revenues
are in reals.
Looking at the capital structure, GOL has an approximate $3.3 billion enterprise value, with $2.7 billion in total net debt and $600
million in equity market cap. With GOL’s unsecured debt totaling about $600 million, the company is currently trading at roughly 6
times through the bonds.
The bonds create the business at roughly 5 times EBITDA on market basis. There are approximately 4 turns of leverage
ahead of the unsecured debt, but most of that is in capitalized operating leases and unsecured bank debt (the presenter
noted that most financing in Brazil is done on an unsecured basis).
GOL’s equity is 60% held by the Constantino family, while just under 10% of the common stock is held by Delta Airlines
(DAL). Delta also has a seat on GOL’s board, and currently guarantees approximately $300 million of the company’s bank
debt. The presenter described GOL as a key strategic partner for Delta, representing the carrier’s primary point of access
to the LatAm market – an important growth market for the global airline industry.
The partnership between the two airlines appears solid. The presenter noted that under current regulations, Delta is
unable to acquire a Latin American airline outright, so its relationship with GOL has ongoing value to the American carrier.
Importantly, the presenter sees Delta as the ultimate backstop for GOL in a downside scenario given its extensive
interests in seeing the Brazil carrier succeed.
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Important Disclosures
This summary has been prepared by DeMatteo Monness LLC (“DeMatteo” or the “Firm”). The Firm sponsors events featuring
institutional investors (“Presenters”). The opinions, estimates, projections, and views contained in this summary are those of, and
exclusively sourced from, the Presenters and may differ from those of the Firm. While the Firm attempts to summarize accurately the
comments of the Presenters, the summary is not endorsed by the Presenters.
This summary is provided for information purposes only and does not constitute an invitation or offer to subscribe to or purchase or
sell any of the products or services mentioned. It is intended for institutional investors only and should not be forwarded to third
parties. Securities, financial instruments or strategies discussed herein may not be suitable for all investors. The opinions and views
expressed in this summary do not take into account individual client circumstances, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments, or strategies to particular clients. DeMatteo is not, by making this
summary available, providing investment, legal, tax, financial, or accounting advice to the recipient of this summary or any other party.
DeMatteo is not acting as an advisor or fiduciary to any client in connection with providing this summary. Past performance is not
indicative of future results. This summary has been prepared based on information, including market prices, data and other
information, obtained from sources believed to be reliable; but DeMatteo does not warrant its completeness or accuracy. The Firm
makes no representation or warranty, express or implied, in respect thereof, and accepts no liability whatsoever for any loss arising
from any use of or reliance on this summary or its contents. Information, estimates, assumptions, and/or opinions expressed herein
are made as of the date of the Guest Speaker’s presentation and are subject to change without notice. DeMatteo assumes no obligation
to maintain or update this summary based on subsequent information and events. Further information on any of the securities
mentioned in this report may be obtained upon request.
Analysts are compensated through a base salary and an annual bonus. The amount of an analyst’s annual bonus is related, among
other factors, to the Firm’s overall revenues and profitability, and is not tied to any level of investment banking or other similar
business in which the Firm engages. Neither the Firm nor any affiliate, in the aggregate, beneficially own 1% or more of any class of
common equity securities issued by any company discussed in the report.
Analysts are compensated through a base salary and an annual bonus. The amount of an analyst’s annual bonus is related, among
other factors, to the Firm’s overall revenues and profitability, and is not tied to any level of investment banking or other similar
business in which the Firm engages. Neither the Firm nor any affiliate, in the aggregate, beneficially own 1% or more of any class of
common equity securities issued by any company discussed in the report.
The Firm, the analyst involved in the preparation of this report, and members of the analyst’s household do not have a financial
interest in securities of any company discussed in the report.
As of the end of the month immediately preceding the issuance of this Research Report (or the end of the second most recent
month if publication date is less than 30 calendar days after the end of the most recent month), no analyst involved in the
preparation of this report has received compensation from any company discussed in this report or knows of any other actual,
report conflict of interest regarding this report.
Neither the Firm nor any affiliate has received compensation for investment banking services from any company discussed in the
report in the last twelve (12) months,
Neither the Firm nor its affiliates expect to receive or intend to seek compensation for investment banking services from any
company discussed in the report in the next three (3) months.
No company discussed in the report is, or during the 12-month period preceding the date of distribution of the report, was, a client
of the Firm.
No director, officer or employee of the Firm is a director of any company in which the Firm provides research coverage.
No analyst involved in the preparation of this report or any member of the analyst’s household serves as an officer, director or
advisory board member of any company discussed in the report.
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The Firm does not act as a market maker in the securities of any company discussed in the report.
Neither the firm nor any of its affiliates managed or co-managed a public offering of the securities for the subject company in the
past 12 months.
No analyst received any compensation from the subject company in the previous 12 months.

REG. AC Certification
The opinions, views and / or analyses of the companies and / or industries contained in this document generally consist of a summary
of a presentation made by one or more securities professionals at an event sponsored by DeMatteo Monness LLC (“DM”) and are not
typically the views or opinions of the individual at DM responsible for the preparation of this document. Where any views or opinions
expressed in this document are attributed to the individual responsible for the preparation of this document, then such views or
opinions accurately reflect the personal views of the author of this document regarding the subject securities and / or issuers.
No part of the compensation of the individual responsible for the preparation of this report was, is or will be directly or indirectly
related to the specific recommendations or views contained in this document.
Copyright ©2017 DeMatteo Monness LLC and/or its affiliates. All rights reserved.
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