
  

Petrobras Unveils New Footing With Record Dividend 

  
 

 

 

 

 

Price $15.44  Dividend Holding August 9, 2022 

• Record dividend payout, bringing yield to 21.3%. 
• Sweeping strategic plan to streamline and expand the best assets 

while divesting from domestic energy production and for-domestic oil 

refining in favor of natural gas capacity.  
• Innovative floating production storage and offloading facilities (FPSOs) 

blends the higher throughput of onshore production with the relatively 

low cost of offshore production. 
• Dividends are guaranteed at above $40 per barrel (bbl), paying out at 

a minimum 25% of net income as a base. 

Investment Thesis 
Petróleo Brasileiro, commonly called Petrobras (PBR), is a Brazilian state-

controlled oil company and is one of the largest publicly traded companies in 

Latin America. Since it began developing the large pre-salt fields off the 

coast of Brazil, Petrobras has become one of the top producers of oil in the 

world. 

Petrobras unveiled its strategic plan for 2022-2026 which is a huge step 

forward for streamlining the state-owned giant. It involves divestitures from 

domestic energy power plants still using fuel oil and reducing about 50% of 

oil refining capacity (selling off RNEST, REPAR, and REFAP facilities). This 

divesture will allow for increased natural gas and crude output capacity. 

Even with divestitures, it does not lose its state-guaranteed dominance in 

the very rich pre-salt deposits off the coast of Rio de Janeiro.  

Recently, Petrobras paid out a record high dividend of an annualized $4.21 

(21.33% yield). While some of the reason was political, Petrobras does have 

a policy of paying out a minimum 25% of net income to shareholders. 

Due to huge advantages in oil and gas pricing, along with a massive debt 

reduction and significant portfolio streamlining planned, we believe that 

Petrobras is an excellent choice for dividends.   

 

https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/2f9ccf1c-e389-8ac0-16ad-3e74135b32d3?origin=1
https://www.reuters.com/business/energy/brazils-petrobras-pay-130-per-share-dividend-2022-07-28/
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Petrobras E2022 E2023 E2024 

Price-to-Sales 0.9 0.9 1.0 

Price-to-Earnings 2.7 3.5 4.6 

EV/EBITDA 21.4 24.1 28.2 

Broad Strategic Plan 
Petrobras unveiled its “Petrobras 2022-2026” strategic plan in late FY21. 

This plan is an ambitious refooting in the wake of the corruption scandal that 

rocked the company in 2018, refocusing the large footprint into a cleaner 

and more diverse firm with a much stronger balance sheet. This plan 

involves $2.8 billion in CAPEX toward decarbonization (25% reduction in 

emissions by 2030) and marketing of byproducts such as biofuels.  

Modernization and streamlining of the production base is a major focus of 

Petrobras, estimating it will spend between $15-25 billion streamlining and 

just over $55 billion in exploration and production (E&P) facilities through 

the program.  

This program finalizes the shift toward pre-salt deposits (of which 67% of 

E&P CAPEX is dedicated to exploring), which are deep concentrated oil 

deposits below thousands of feet of salt deposits at the bottom of the ocean. 

Technology has advanced to the point that the 17 billion barrels of oil in the 

salt deposits are easily extractable. This is aided by offshore preprocessing 

and storage floating platforms called FPSOs, which Petrobras will commission  

15 new ships in 6 fields – representing 40% of 2026 production. 

The forward breakeven price for 2026 is expected to be $20/per barrel (bbl), 

with the total cost per barrel of oil equivalent (boe) being broken down as 

$12 in taxes, $5 in extraction costs, and roughly $12 in depletion allowance. 

The major development asset of these is the Campos basin, which will add 

more than 100 new wells and 3 major platforms, adding as much as 900 

mboe/d of production to the basin.  

By the end of the program in 2026, Petrobras expects 33% of oil to come 

from the Búzios presalt offshore reservoir, ~40% to come from other presalt 

offshores, and the remaining 27% being the remaining postsalt offshore 

deposits. In a major step toward ESG goals, Petrobras will divest its final 

near-shore and onshore oil drilling platforms by the end of this plan.  

https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/2f9ccf1c-e389-8ac0-16ad-3e74135b32d3?origin=1
https://www.offshore-technology.com/analysis/pre-salt-oil-region-brazil/
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/57b9c411-1b24-fa10-1b3e-90bb03be44e4?origin=1
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Since 2014, Petrobras has reduced the size of its liabilities by roughly $100 

billion, targeting a 40-60 mix of financial debt and leases on the balance 

sheet. The target of this initiative after reaching the required mix is to 

maintain a balance sheet at or below $60 billion.  

Part of this repositioning is a clearer payout plan for dividends, returning a 

minimum of $4 billion to investors whenever crude prices are above $40/bbl. 

According to Petrobras, the plan is said to be resilient at prices as low as 

$35/bbl. 

Complex Regulatory Framework Basic Explanation 

 

Under Brazilian law, all crude and natural gas produced from below a certain 

ground level is legally the property of the Brazilian government. There are 3 

ways in which a company – even a state-owned one like Petrobras – can 

achieve oil rights. Concession, production sharing, and transfer of rights.  

Concession (does not include new pre-salt discoveries past 2014) is for 

higher risk areas; the firm seeking to explore the area assumes all risk in 

the process. Once a commercial operation is established the firm establishes 

a contract with the government for royalties and taxes.  

https://www.presalpetroleo.gov.br/ppsa/conteudo/e-book_ppsa_english.pdf
https://www.presalpetroleo.gov.br/ppsa/conteudo/e-book_ppsa_english.pdf
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Production sharing is usually used for low-risk areas, and operates similar to 

the concession, but generally has higher royalties. Additionally, Petrobras is 

guaranteed at least 30% (with first pick) of the oil operations within the 

production sharing regions. Additionally, the CPNE (the executor of energy 

policy in Brazil) can choose whether or not the area is of "strategic" value, 

essentially giving Petrobras 100% rights.  

Transfer of Rights is a 40-year contract (ending 2050) between Petrobras 

and the Brazilian government which grants Petrobras the right to exclusively 

explore and take all value extracted from the basin to a limit of 5 billion 

barrels of oil equivalent.  

Extraction Assets 
Petrobras' main assets are concentrated in the Campos and Santos basins, 

averaging $42/boe in costs across all activity.  

The largest revitalization and expansion activity is taking place in Marlim and 

Vaodor in the Campos basin. This project will replace 9 existing owned 

production gathering sites with 2 leased FPSOs. This process will increase 

production by 20% by 2024 while reducing carbon emissions by 60%, 

drilling 14 new wells and relocating 61 existing wells.  

Petrobras decreased production overall in 2Q22 to 2.65 mmboe/d, a 5% 

decrease. This is due to a production sharing contract going into effect 

reducing the working interest Petrobras has in certain fields. These effects 

are not expected to change the FY22 guidance which remains at 2.6 

mmboe/d. 

Despite this decrease in production, Petrobras realized a 68.7% revenue 

increase year over year in 1H22 as pricing surged. 

Production and Export Assets 
A critical component of Petrobras operations is the use of floating production 

storage and offloading facilities (FPSOs). These large ships are used to 

gather and preprocess raw oil and gas from drilled wells, before pumping 

them ashore through a pipeline, or acting as a floating terminal. There are 

14 new FPSOs planned with 5 coming online in 2023 – adding 630 mbbl/d in 

oil capacity and 1236.2 million cubic feet per day (mmcf/d) in natural gas 

capacity.  

Petrobras reported 1,622 million barrels processed per day (mbp/d) in 

refined products for 2Q22, reporting record-high diesel production. Because 

https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/57b9c411-1b24-fa10-1b3e-90bb03be44e4?origin=1
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/57b9c411-1b24-fa10-1b3e-90bb03be44e4?origin=1
https://www.yinson.com/
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/57b9c411-1b24-fa10-1b3e-90bb03be44e4?origin=1
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/2741b9b8-e6d8-4d84-0458-43d96f085287?origin=1
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/57b9c411-1b24-fa10-1b3e-90bb03be44e4?origin=1
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of the lower sulfur content of pre-salt deposits, Petrobras has begun shifting 

toward higher value-added products like bunkering fuel and other non-

energy oil products. 

Overall, Petrobras increased sales of all products by 3.7% year over year in 

1H22.  

Risk 
The primary risks facing Petrobras are political regarding the controlling 

ownership by the Brazilian government and the possible corruption that 

comes with this governmental control. President of Brazil Bolsanaro should 

be considered an unstable risk, flip flopping on whether or not his 

administration will take Petrobras private. The dividend increase seen in 

Petrobras is resultant of the government asking Petrobras to increase 

dividends to finance extra federal spending. 

In addition, the standard oil and gas firm risks market fluctuations in the 

price of inputs or outputs, adverse regulatory changes, catastrophic 

accidents, operational failures, environmental damage, and long-term 

impact on demand from decarbonization apply. 

From 2008 to 2018, Petrobras was involved in a wide-ranging corruption 

scheme in Brazil. While this was a watershed moment for them, several 

burdens still plague Petrobras – and is one of the primary reasons they are 

undergoing so many divestitures. Should continuing terms not end amicably 

for them or breach remaining contracts (including non-prosecution 

agreements with the SEC and DoJ), it could spell disaster for the firm. 

 

 

 

 

 

 

 

https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/bda93f98-0b4d-4df4-e922-f5210d28a72e?origin=1
https://www.reuters.com/business/energy/brazils-petrobras-pay-130-per-share-dividend-2022-07-28/
https://www.reuters.com/business/energy/brazils-petrobras-pay-130-per-share-dividend-2022-07-28/
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Competitive Comparisons 

Estimated Next 12 Months Dividend Yield EV/EBITDA 
Price-to-

Sales 

Price-to-

Earnings 

Petrobras (PBR) 23.8% 2.1 0.8 3.1 

Eni (ENI) 7.6% 2.1 0.4 4.0 

Suncor Energy (SU) 4.9% 3.0 0.9 4.4 

BP (BP) 4.8% 2.7 0.4 4.5 

Shell (SHEL) 4.1% 3.1 0.5 4.8 

Exxon Mobil (XOM) 4.1% 4.5 0.9 7.7 

Chevron (CVX) 3.8% 5.1 1.3 8.9 

ConocoPhillips (COP) 3.0% 3.8 1.7 6.7 

Marathon Oil (MRO) 1.7% 3.1 1.9 4.6 

Occidental Petrolium (OXY) 0.9% 4.3 1.6 7.0 
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Disclaimer and Related Information 
This article is a financial publication and is provided for educational purposes 

only. It is not an investment recommendation nor investment advice. 

It does not take into account your personal circumstance and whether this 

investment is appropriate for you, your objectives, or your risk tolerance. 

Under no circumstance is Building Benjamins LLC responsible for any actions 

that you may take after reading this educational information. Nothing from 

Building Benjamins should be considered personal investment advice. 

Building Benjamins, the website, emails, interviews, social media pages and 

other materials are published by Building Benjamins LLC. Investing, and in 

particular, stock investing, is risky and may result in losses and sometimes 

loss of your entire investment. Stock investing has company-specific 

operational risks like demand, competition, legal and regulatory, as well as 

broader financial market risks like liquidity, economic cycle, and government 

policy. You may lose money in any stock investment that you make, and you 

are solely responsible for those decisions. 

Mr. Halliburton and/or his family office will have positions in the securities 

discussed in this educational report. Mr. Halliburton is sharing his investment 

knowledge and strategy with you as an educational endeavor. He may 

transact in the security discussed at a later date prior to or without 

notification in this format. This is not investment advice but only a discussion 

of select investments that Mr. Halliburton has made or actions that he has 

taken in his own portfolios. This is an investment blog about Mr. 

Halliburton's portfolio. 

Building Benjamins is an investment newsletter, and the information 

contained cannot be reproduced, copied, or redistributed without the written 

authorization of Building Benjamins LLC. US copyright laws apply. We rely on 

information from sources we believe to be reliable, including the companies 

themselves but cannot guarantee the accuracy of the information that we 

provide. You rely on this information at your own risk and are responsible for 

the verification of the data.  
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