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What a difference a university degree makes

New report series analyzes employability and income under educational lens

We could write countless pages brainstorming over the real meaning of quality when it
comes to higher education. But, looking at the final “client” (i.e. the student), it seems
clear that it's all related to employability. PNAD (National Household Sample Survey)
tries to outline on a quarterly basis the correlation between (i) average real wages +
unemployment rates and (ii) different educational levels and age brackets. It is with this
mindset that we thus launch our new product. Unfortunately, it remains impossible to
analyze things on a “per institution” basis, but the aggregate figure gives us a rough
idea of the potential value added from obtaining a diploma, so it's a good starting point.

Get a diploma and you’ll make, on average, 2.8x more money

In Brazil, college graduate students earn, on average, 2.8x more than students who
stopped studying at high school level, as per PNAD data. Interestingly, this gap has
been steady for the last six years, ranging from 2.7x to 2.8x. In nominal terms, the
average income of people graduating from college was R$4.8k/month in 2018 vs.
R$1.7k for those with full secondary education but no college degree — see page 3.

Worsening, but college graduates still show lowest unemployment rates...

While intuitive, the data show college graduates with the lowest unemployment rates,
at 6% by YE18, despite virtually doubling from Dec/14’s bottom (3.4%), which
correlates with the greater difficulty of repaying student loans. The study also shows a
lower unemployment rate (10%) for uneducated people versus those who completed
elementary or high school (both at 13% - chart 1), as the average income of uneducated
people is 50% and 40% lower than high school and elementary school graduates,
respectively, and because uneducated people tend to get “lower quality” jobs, with
higher turnover levels. The recent improvement in unemployment rates may create
better conditions for intakes further down the road.

...and highest penetration growth in the workforce

College graduates are the education group gaining most penetration in the workforce
since 2012, from 14% to 20% in 2018. High school graduates also gained share,
moving up 300bps to 33%. In the other hand, we saw a decline in “lower education
levels”, with uneducated people only 3% of the workforce at YE18 (vs. 7% in 2012).

18-24-year-olds suffered most from the crisis, impacting postsecondary intakes

Representing 38% of the total workforce, the 18-24-year-old age group suffered most
from the crisis. Between 2014 and 2018, the unemployment rate of this age group
jumped from 14% to 25%, with the average salary showing a 3.6% 2014-18 CAGR
(R$1.1k/month), directly reflecting lower demand for higher education courses
(students tend to work and pay for their courses). Unemployment among 25-39 year-
olds also worsened to 11% at YE18 (from ~6% low in YE14), with a 6% 2014-18 salary
CAGR (R$2.1k/month) — charts 2 and 4.
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“An investment in knowledge pays the best interest”

When Benjamin Franklin quoted the sentence above, he was clearly referring to all the
unquestionable benefits that compound knowledge growth brings to everyone’s life,
both in a professional and personnel sense. In due course, we analyze the same
sentence in another context, asking ourselves if students “investing in knowledge” (i.e.
paying for a higher education course) really manage to get the best “interest” out of it
(i.e. better employability / salary dynamics).

In his Equality of Educational Opportunity report from 1966, James Coleman (staunch
defender of education’s importance) empirically showed the direct (positive) correlation
between education levels and average family income. When enrolling in a
postsecondary course, a student is clearly looking for (at least) one of these: (i) a job;
(i) a new job (changing careers, i.e. moving to another field) and/or (iii) a salary boost.

When you buy a beer from Ambev, hire TV/internet services from Vivo or go to Fleury
for a clinical analysis exam, the value perception of the consumed product is clear and
immediate. But when a student starts paying (or investing) R$600-700 per month for
4-5 years to get an onsite higher education diploma, the value perception only appears
(if it appears) over time, sometimes even years after the first cash disbursement.

Some companies have recently started tracking this. Kroton launched its employability
platform, Canal Conecta (marketplace linking students to job positions) and plans to
consistently fine-tune its academic model with the f-back received from employers AND
start collecting data on students’ employability metrics and salaries during and after
graduation. A survey by Neoway, taken with ~30k students of the company, shows
that, on average, there’s a 95% salary boost after graduation.

But, unfortunately, the truth of the matter is that we still have few official data showing
the real added value for students. The big questions alluded to in the subtitle are: (i)
what is students’ income jump after graduation? (i) what is the IRR for the investment?
and (iii) how do two students from different universities with different diplomas compete
for the same job? All these big questions still linger and are all genuine LT concerns.

We plan to update all our exercises quarterly as per the frequency of data releases.
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PNAD Survey under Educational Lens

We've always lacked official data showing the real value that a diploma adds to a
student. Our macro team called our attention to the PNAD survey, which analyses key
characteristics of the Brazilian workforce. So, we tried to grab the most interesting ones

related to education levels and age groups to understand how they correlate with
employability / income dynamics.

Please see below the key charts we elaborated to share our main conclusions.

Chart 1: Unemployment rate (%) by education level Chart 2: Unemployment rate (%) by age range
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Chart 3: Average income (R$ nominal) by education level Chart 4: Average income (R$ nominal) by age range
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Chart 5: Share of employed population (%) by education level Chart 6: Share of employed population (%) by age range
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*The chart does not add 100% as we are purposely hiding some (less representative)
education levels in order to improve the graphical visualization

Source: IBGE and BTG Pactual

*The chart does not add 100% as we are purposely hiding some (less representative)
education levels in order to improve the graphical visualization

Chart 7: Average income: multiple of high school graduates
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Required Disclosures

This report has been prepared by Banco BTG Pactual S.A.
The figures contained in performance charts refer to the past; past performance is not a reliable indicator of future results.

BTG Pactual Definition Coverage *1 IB Services *2
Rating
Buy Expected total return 10% above the company’s sector ~ 60% 44%
average.
Neutral Expected total return between +10% and -10% the 37% 31%
company’s sector average.
Sell Expected total return 10% below the company’s sector 3% 33%
average.

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.
Absolute return requirements

Besides the abovementioned relative return requirements, the listed absolute return requirements must be followed:

a) a Buy rated stock must have an expected total return above 15%

b) a Neutral rated stock can not have an expected total return below -5%

c) a stock with expected total return above 50% must be rated Buy

Analyst Certification

Each research analyst primarily responsible for the content of this investment research report, in whole or in part, certifies that:

(i) all of the views expressed accurately reflect his or her personal views about those securities or issuers, and such recommendations were elaborated independently, including in relation to Banco
BTG Pactual S.A. and/or its affiliates, as the case may be;

(i) no part of his or her compensation was, is, or will be, directly or indirectly, related to any specific recommendations or views contained herein or linked to the price of any of the securities discussed
herein.

Research analysts contributing to this report who are employed by a non-US Broker dealer are not registered/qualified as research analysts with FINRA and therefore are not subject to the restrictions
contained in the FINRA rules on communications with a subject company, public appearances, and trading securities held by a research analyst account.

Part of the analyst compensation comes from the profits of Banco BTG Pactual S.A. as a whole and/or its affiliates and, consequently, revenues arisen from transactions held by Banco BTG Pactual
S.A. and/or its affiliates.

Where applicable, the analyst responsible for this report and certified pursuant to Brazilian regulations will be identified in bold on the first page of this report and will be the first name on the signature
list.

Statement of Risk

Anima Educagédo [BRANIM] - The lack of tangible metrics still makes the "high-quality education” uncertain in this investment case, which could reduce Anima's ability to maintain its price differential
over competitors in the mid-term.

Estacio Participacoes S.A. [BRESTC] - We believe the key risks are: (i) execution risks in the implementation of a standardized academic model; (ii) economic slowdown leading to lower disposable
income; (iii) possible overpayment in acquisitions; (iv) additional competition; (v) inflation pass-through; and (vi) regulatory changes in a highly regulated sector.

Kroton Educacional S.A. [BRKROT] - The company could be adversely impacted by an economic slowdown leading to lower disposable income. The education sector faces strict regulatory risks, and
may experience increasing competition.

SER EDUCACIONAL S.A. [BRSEER] - We believe the key risks are: (i) an economic slowdown putting a dent in disposable income; (i) possible overpayment for acquisitions; (iii) additional competition;
(iv) inflation pass-through; (v) regulatory changes in a highly regulated sector; and (vi) relatively low stock liquidity.

Valuation Methodology

Anima Educagédo [BRANIM] - Our 12-month forward target price is based on a 10-year DCF model with a weighted average cost of capital (WACC) of 13.0% and perpetuity growth (g) of 6%, both in
R$ and nominal terms.

Estacio Participacoes S.A. [BRESTC] - Our 12-month forward target price is based on a 10-year DCF model with a weighted average cost of capital (WACC) of 12.6% and perpetuity growth (g) of
5.5%, both in R$ and nominal terms.

Kroton Educacional S.A. [BRKROT] - Our 12-month forward target price is based on a 10-year DCF model with a weighted average cost of capital (WACC) of 15.1% and perpetuity growth (g) of 5.6%,
both in R$ and nominal terms.

SER EDUCACIONAL S.A. [BRSEER] - Our 12-month forward target price is based on a 10-year DCF model with a weighted average cost of capital (WACC) of 13.2% and perpetuity growth (g) of
6.5%, both in R$ and nominal terms.

Company Disclosures

Company Name Reuters 12-mo rating Price | Price date
Anima Educagdo '.24.6.10.1819.22 | N.A, Neutral R$18.15 | 22-3-2019
Estécio 1.2 4.6.18,19,20, 22 N.A. Buy R$25.83 | 22-3-2019
Kroton 1.2.4.6.10.18,19, 22 N.A. Neutral R$10.87 | 22-3-2019
SER 1.24.6.18,19,20,22 N.A. Buy R$19.26 | 22-3-2019

1. Within the past 12 months, Banco BTG Pactual S.A., its affiliates or subsidiaries has received compensation for investment banking services from this company/entity.
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2. Banco BTG Pactual S.A, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services and/or products and services other than investment services
from this company/entity within the next three months.

4. This company/entity is, or within the past 12 months has been, a client of Banco BTG Pactual S.A., and investment banking services are being, or have been, provided.

6. Banco BTG Pactual S.A. and/or its affiliates receive compensation for any services rendered or presents any commercial relationships with this company, entity or person, entities or funds which
represents the same interest of this company/entity.

10. Banco BTG Pactual S.A., its affiliates or subsidiaries makes a market in the securities of this company.

18. As of the end of the month immediately preceding the date of publication of this report, neither Banco BTG Pactual S.A. nor its affiliates or subsidiaries beneficially own 1% or more of any class of
common equity securities

19. Neither Banco BTG Pactual S.A. nor its affiliates or subsidiaries have managed or co-managed a public offering of securities for the company within the past 12 months.
20. Neither Banco BTG Pactual S.A. nor its affiliates or subsidiaries engaged in market making activities in the subject company's securities at the time this research report was published.
22. Banco BTG Pactual S.A. or its affiliates or subsidiaries do not expect to receive or intends to seek compensation for investment banking services from the companies within the next 3 months.
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Global Disclaimer

This report has been prepared by Banco BTG Pactual S.A. (‘BTG Pactual S.A.”), a Brazilian regulated bank. BTG Pactual S.A. is the responsible for the distribution of this report in Brazil. BTG Pactual
US Capital LLC (“BTG Pactual US”), a broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the Financial Industry Regulatory Authority and the Securities
Investor Protection Corporation is distributing this report in the United States. BTG Pactual US is an affiliate of BTG Pactual S.A. BTG Pactual US assumes responsibility for this research for purposes
of U.S. law. Any U.S. person receiving this report and wishing to effect any transaction in a security discussed in this report should do so with BTG Pactual US at 212-293-4600, 601 Lexington Ave.
57th Floor, New York, NY 10022.

This report is being distributed in the United Kingdom and elsewhere in the European Economic Area (“‘EEA”) by BTG Pactual Europe LLP (“BTG Pactual UK”), which is authorized and regulated by
the Financial Conduct Authority of the United Kingdom. This report may also be distributed in the United Kingdom and elsewhere in the EEA by BTG Pactual S.A. and/or BTG Pactual US. BTG Pactual
UK has not: (i) produced this report, (i) substantially altered its contents, (iii) changed the direction of the recommendation, or (iv) disseminated this report prior to its issue by BTG Pactual US. BTG
Pactual UK does not distribute summaries of research produced by BTG Pactual US.

BTG Pactual Chile S.A. Corredores de Bolsa (‘BTG Pactual Chile”), formerly known as Celfin Capital S.A. Corredores de Bolsa, is a Chilean broker dealer registered with Comisién para el Mercado
Financiero (CMF) in Chile and responsible for the distribution of this report in Chile and BTG Pactual Pert S.A. Sociedad Agente de Bolsa (‘BTG Pactual Peru”), formerly known as Celfin Capital S.A.
Sociedad Agente e Bolsa, registered with Superintendencia de Mercado de Valores (SMV) de Peru is responsible for the distribution of this report in Peru. BTG Pactual Chile and BTG Pactual Peru
acquisition by BTG Pactual S.A. was approved by the Brazilian Central Bank on November 14th, 2012.

BTG Pactual S.A. Comisionista de Bolsa (‘BTG Pactual Colombia”) formerly known as Bolsa y Renta S.A. Comisionista de Bolsa, is a Colombian broker dealer register with the Superintendencia
Financeira de Colombia and is responsible for the distribution of this report in Colombia. BTG Pactual Colombia acquisition by BTG Pactual S.A. was approved by Brazilian Central Bank on December
21st, 2012.

BTG Pactual Argentina is a broker dealer (Agente de Liquidaciéon y Compensacion y Agente de Negociacion Integral ) organized and regulated by Argentinean law, registered with the Exchange
Commission of Argentina (Comision Nacional de Valores) under license Nro. 720 and responsible for the distribution of this report in Argentina. Additionally, the Brazilian Central Bank approved the
indirect controlling participation of Banco BTG Pactual S.A. in BTG Pactual Argentina on September 1st, 2017.

References herein to BTG Pactual include BTG Pactual S.A., BTG Pactual US Capital LLC, BTG Pactual Europe LLP, BTG Pactual Chile and BTG Pactual Peru and BTG Pactual Colombia and BTG
Pactual Argentina as applicable. This report is for distribution only under such circumstances as may be permitted by applicable law. This report is not directed at you if BTG Pactual is prohibited or
restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that BTG Pactual is permitted to provide research material
concerning investments to you under relevant legislation and regulations. Nothing in this report constitutes a representation that any investment strategy or recommendation contained herein is suitable
or appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation. It is published solely for information purposes, it does not constitute an advertisement and
is not to be construed as a solicitation, offer, invitation or inducement to buy or sell any securities or related financial instruments in any jurisdiction. Prices in this report are believed to be reliable as
of the date on which this report was issued and are derived from one or more of the following: (i) sources as expressly specified alongside the relevant data; (i) the quoted price on the main regulated
market for the security in question; (iii) other public sources believed to be reliable; or (iv) BTG Pactual's proprietary data or data available to BTG Pactual. All other information herein is believed to
be reliable as of the date on which this report was issued and has been obtained from public sources believed to be reliable. No representation or warranty, either express or implied, is provided in
relation to the accuracy, completeness or reliability of the information contained herein, except with respect to information concerning Banco BTG Pactual S.A., its subsidiaries and affiliates, nor is it
intended to be a complete statement or summary of the securities, markets or developments referred to in the report. In all cases, investors should conduct their own investigation and analysis of such
information before taking or omitting to take any action in relation to securities or markets that are analyzed in this report. BTG Pactual does not undertake that investors will obtain profits, nor will it
share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should exercise prudence in making their investment decisions.
BTG Pactual accepts no fiduciary duties to recipients of this report and in communicating this report is not acting in a fiduciary capacity. The report should not be regarded by recipients as a substitute
for the exercise of their own judgment. Opinions, estimates, and projections expressed herein constitute the current judgment of the analyst responsible for the substance of this report as of the date
on which the report was issued and are therefore subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of BTG Pactual as a result
of using different assumptions and criteria. Because the personal views of analysts may differ from one another, Banco BTG Pactual S.A., its subsidiaries and affiliates may have issued or may issue
reports that are inconsistent with, and/or reach different conclusions from, the information presented herein. Any such opinions, estimates, and projections must not be construed as a representation
that the matters referred to therein will occur. Prices and availability of financial instruments are indicative only and subject to change without notice. Research will initiate, update and cease coverage
solely at the discretion of BTG Pactual Investment Bank Research Management. The analysis contained herein is based on numerous assumptions. Different assumptions could result in materially
different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies for the purpose of gathering, synthesizing
and interpreting market information. BTG Pactual is under no obligation to update or keep current the information contained herein, except when terminating coverage of the companies discussed in
the report. BTG Pactual relies on information barriers to control the flow of information contained in one or more areas within BTG Pactual, into other areas, units, groups or affiliates of BTG Pactual.
The compensation of the analyst who prepared this report is determined 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 BTG Pactual Investment Bank as a whole, of which investment banking, sales and trading are a part. The securities
described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and trading in these
instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates and other market
conditions. Past performance is not necessarily indicative of future results. If a financial instrument is denominated in a currency other than an investor’s currency, a change in rates of exchange may
adversely affect the value or price of or the income derived from any security or related instrument mentioned in this report, and the reader of this report assumes any currency risk. This report does
not take into account the investment objectives, financial situation or particular needs of any particular investor. Investors should obtain independent financial advice based on their own particular
circumstances before making an investment decision on the basis of the information contained herein. For investment advice, trade execution or other enquiries, clients should contact their local sales
representative. Neither BTG Pactual nor any of its affiliates, nor any of their respective directors, employees or agents, accepts any liability for any loss or damage arising out of the use of all or any
part of this report. Notwithstanding any other statement in this report, BTG Pactual UK does not seek to exclude or restrict any duty or liability that it may have to a client under the “regulatory system”
in the UK (as such term is defined in the rules of the Financial Conduct Authority). Any prices stated in this report are for information purposes only and do not represent valuations for individual
securities or other instruments. There is no representation that any transaction can or could have been effected at those prices and any prices do not necessarily reflect BTG Pactual internal books
and records or theoretical model-based valuations and may be based on certain assumptions. Different assumptions, by BTG Pactual S.A., BTG Pactual US, BTG Pactual UK, BTG Pactual Chile and
BTG Pactual Peru and BTG Pactual Colombia and BTG Pactual Argentina or any other source, may yield substantially different results. This report may not be reproduced or redistributed to any other
person, in whole or in part, for any purpose, without the prior written consent of BTG Pactual and BTG Pactual accepts no liability whatsoever for the actions of third parties in this respect. Additional
information relating to the financial instruments discussed in this report is available upon request. BTG Pactual and its affiliates have in place arrangements to manage conflicts of interest that may
arise between them and their respective clients and among their different clients. BTG Pactual and its affiliates are involved in a full range of financial and related services including banking, investment
banking and the provision of investment services. As such, any of BTG Pactual or its affiliates may have a material interest or a conflict of interest in any services provided to clients by BTG Pactual
or such affiliate. Business areas within BTG Pactual and among its affiliates operate independently of each other and restrict access by the particular individual(s) responsible for handling client affairs
to certain areas of information where this is necessary in order to manage conflicts of interest or material interests. Any of BTG Pactual and its affiliates may: (a) have disclosed this report to companies
that are analyzed herein and subsequently amended this report prior to publication; (b) give investment advice or provide other services to another person about or concerning any securities that are
discussed in this report, which advice may not necessarily be consistent with or similar to the information in this report; (c) trade (or have traded) for its own account (or for or on behalf of clients), have
either a long or short position in the securities that are discussed in this report (and may buy or sell such securities), with the securities that are discussed in this report; and/or (d) buy and sell units in
a collective investment scheme where it is the trustee or operator (or an adviser) to the scheme, which units may reference securities that are discussed in this report.

United Kingdom and EEA: Where this report is disseminated in the United Kingdom or elsewhere in the EEA by BTG Pactual UK, this report is issued by BTG Pactual UK only to, and is directed by
BTG Pactual UK at, those who are the intended recipients of this report. This report has been classified as investment research and should not be considered a form of advertisement or financial
promotion under the provisions of FSMA 2000 (Sect. 21(8)).

Dubai: This research report does not constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe for or purchase, any securities or investment products in the UAE
(including the Dubai International Financial Centre) and accordingly should not be construed as such. Furthermore, this information is being made available on the basis that the recipient acknowledges
and understands that the entities and securities to which it may relate have not been approved, licensed by or registered with the UAE Central Bank, Emirates Securities and Commodities Authority
or the Dubai Financial Services Authority or any other relevant licensing authority or governmental agency in the UAE. The content of this report has not been approved by or filed with the UAE Central
Bank or Dubai Financial Services Authority.

United Arab Emirates Residents: This research report, and the information contained herein, does not constitute, and is not intended to constitute, a public offer of securities in the United Arab
Emirates and accordingly should not be construed as such. The securities are only being offered to a limited number of sophisticated investors in the UAE who (a) are willing and able to conduct an
independent investigation of the risks involved in an investment in such securities, and (b) upon their specific request. The securities have not been approved by or licensed or registered with the UAE
Central Bank or any other relevant licensing authorities or governmental agencies in the UAE. This research report is for the use of the named addressee only and should not be given or shown to
any other person (other than employees, agents or consultants in connection with the addressee's consideration thereof). No transaction will be concluded in the UAE and any enquiries regarding the
securities should be made with BTG Pactual CTVM S.A. at +55 11 3383-2638, Avenida Brigadeiro Faria Lima, 3477, 14th floor, Sdo Paulo, SP, Brazil, 04538-133.



