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 INVESTMENT CASE – QGEP 

 

Queiroz Galvão Exploração e Produção (QGEP) is an 

independent oil and gas exploration and production 

company which started its activities in 1996. It was the 

only private Brazilian company in the E&P sector 

qualified by ANP in 2007 and 2008 bidding rounds as an 

“A” operator (a classification which allows the company 

to operate in deep and ultra-deep waters). The company 

has a diversified portfolio comprised of 15 exploratory 

blocks distributed in 9 different sedimentary basins, 

including reservoirs in the deep-water pre-salt area, 

located in Santos, Jequitinhonha and Camamu basins. 

One of the highlights of our investment case in QGEP is 

the fact that the company has producing assets at the 

offshore natural gas field of Manati, in the state of Bahia. 

The natural gas produced is sold at a pre-established 

and inflation-adjusted price which provides a very 

predictable (and not correlated to oil prices) cash flow. In 

practice, it creates a floor to the company’s valuation, 

helping us to establish a safety margin for this 

investment.  Moreover, QGEP has a solid net cash 

position (just over R$800 million), more than enough to 

cover its investment plan for the next 2 years.  

QGEP’s second most important asset is the oil field of 

Atlanta. It is adding to the company proven and probable 

reserves (called 2P) almost 60 million barrels of oil 

equivalent (boe) – practically the same size of 2P 

reserves QGEP has in Manati. In Atlanta, QGEP is the 

consortium operator with a 30% stake, and the 

expectation is that the first oil will come in the end of 2015 

or at the beginning of 2016. 

Next, there is the Carcará prospect, also located in 

Santos Basin. There is still no official estimate of the size 

or the probable production of this field, but it is known to 

contain high quality, light oil. It is speculated that the field 

may contain as much as 1 billion boe (considered a giant 

field) and QGEP, which has a stake of 10% in this 

consortium, would be entitled to 100Mboe. Delineation 

and appraisal wells are being drilled and the first oil is 

expected for end of 2018 or beginning of 2019. Until 

then, we can monitor the evolution of this asset through 

the drilling results of those wells and its productivity tests 

– as an example of what happened in Atlanta.   

Finally, there are the other blocks where QGEP is still on 

the early state of exploratory work. In fact, in two of them 

the company has already made discoveries and has 

plans to progress and define a development plan for the 

fields. In the other blocks, we appreciate the fact that 

QGEP has a diversified portfolio of assets, with blocks in 

several different basins, which reduces the geological 

risk. These other blocks bring an interesting optionality 

to this investment case. 

At current market prices, QGEP3 is trading virtually at 

Manati’s value plus its cash position, which gives us a 

decent margin of safety in this investment. In our 

assessment, just by adding a conservative valuation for 

Atlanta and Carcará we get a 30% upside potential for 

the stock. As a valuation exercise, considering a more 

optimistic figure for reserves, a higher valuation 

(US$/bbl) for the same two fields and maintaining the 

expected CAPEX plan for the next 2 years, we find that 

this upside potential could be as high as 80%. This 

sensitivity analysis with these three scenarios gives us 
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a good idea of how the risk vs. reward balance is 

attractive in this investment case. 

We do have, however, two concerns when building this 

position for our funds: (i) to buy the stock only when it is 

trading close to this floor valuation; and (ii) limit the 

stock’s allocation in the portfolio in view of the risk 

embedded in this kind of activity (oil exploration and 

production). 
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DISCLAIMER 

*The offer and sale of shares of the Funds in certain jurisdictions may be restricted by law. Access to this document or use of the 

services or information provided herein is prohibited by any person or entity in any jurisdiction or country where such distribution or 

use would be contrary to local law, rule or regulation. *This document is not destined to investors with residence in Brazil. The Offshore 

Funds may not be offered, sold, redeemed or transferred in Brazil. *Participating shares of the Fund may not be sold, transferred or 

delivered to any person, corporation or other entity that is deemed to be a resident of The Cayman Islands or Brazil. The Funds are 

not listed on the Cayman Islands Stock Exchange and are accordingly prohibited from making an invitation to the public in the Cayman 

Islands. *No registration statement has been filed with the United States Securities and Exchange Commission or any State Securities 

Authority with respect to the offering of shares in the Funds. * The shares in the Funds have not been and will not be registered under 

the United States Securities Act of 1933, as amended (the "Act"). *Shares in the JBI Focus Brazil Fund Ltd. may only be offered, sold 

or otherwise transferred directly or indirectly to any United States citizen or resident or to any corporation, partnership, trust or other 

entity chartered or organized under the laws of any jurisdiction in the United States of America, its territories or possessions in private 

placements exempt from registration pursuant to regulation D of the Act. *Shares in the JBI Focus Brazil Fund Ltd. may not be offered 

or sold within the United States or to any US Person. *"Public" for these purposes does not include any exempted or ordinary non-

resident company registered under the Companies Law or a foreign company registered pursuant to Part IX of the Companies Law or 

any such company acting as general partner of a partnership registered pursuant to section 9(1) of the Exempted Limited Partnership 

Law or any director or officer of the same acting in such capacity or the trustee of any trust registered or capable of registration pursuant 

to section 70 of the Trusts Law. *Past performance does not guarantee future results. Before subscribing for the shares, each 

prospective investor should carefully read and retain the Fund Prospectus and Regulation. *This document is published exclusively for 

the purpose of providing information and conferring transparency to the management carried out by Jardim Botânico Partners 

Investimentos Ltd. (JBI), is not the Offering Memorandum of JBI Focus Brazil Fund Ltd. and is not to be considered as an offer for the 

sale of Shares of the Fund or of any other security. *Before subscribing for the shares, each prospective investor should (i) carefully 

read and retain the Offering Memorandum of the Funds and the relevant Supplement or Annex in respect of the portfolio and/or class 

of shares; (ii) consult with his/her/its own counsel and advisors as to all legal, tax, regulatory, financial and related matters concerning 

an investment in the Funds. *JBI takes no responsibility for the accidental publication of incorrect information, nor for investment 

decisions taken based on this material. *This is a preliminary document and certain aspects of the information contained herein may 

change as a result of discussions with potential qualified investors. *Este documento não se destina a investidores residentes no 

Brasil. *As cotas do JBI Focus Brazil Fund Ltd. não são registradas na CVM e não podem ser oferecidas, distribuídas, resgatadas ou 

transferidas no Brasil. 

 


